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INTRODUCTION

Developments in the banking system of Armenia in 2004 come to prove
that the potential of Armenia’s banking system is high for further
expansion and enlargement, given the upward adjustments of
macroeconomic environment. The banking system has acted in a sound
competitive environment and, through upgrading the confidence and
broadening the range of services, attracted a wider circle of bank
clilentse

The growth of the financial intermediation level became one of the
significant progresses recorded in 2004, and measures carried out over
the recent years 1in this respect were fundamental. Due to such
undertakings, financial inflows into the Dbanking system were
encouraged, on one hand, and owing to effective lending mechanisms and
sustained economic activity, lending volumes increased, from the other
hand. Regarding these achievements, total deposits attracted by the
banking system grew by 24% and loans to the economy increased by 37%,
as opposed to respective 3% and 16% in 2003. Compared to a nominal GDP
16.7% growth, the banking system assets have grown by 29 %, which

year. Nevertheless, the level of financial intermediation in Armenia
remains outstandingly low, for the banking system assets to GDP ratio
in some European countries and the former Soviet Union Republics is
60% - 100%.

One of the basic actions fostering the financial intermediation was

still started in 1999-2000, under which problem banks were tended to
be brought out of the market. Along with economic improvements, and by
ensuring high competitiveness in the financial market, problem banks
became insolvent and their further activity in market might have had
its adverse impact on and jeopardized further development of banking
system. To this regard, a series of legal actions were taken by the
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Central Bank, including the adoption of the Republic of Armenia Law on
Bankruptcy of Banks and Credit Organizations, and the strengthening of
the supervisory role of the Central Bank. These actions enabled the
Central Bank to expand its surveillance over the problem banks.
Present achievements in the banking system come to prove the rationale
of this strategic program, thanks to which it was enabled to prevent
the potential crisis on time, as well as promote further development
of the banking system, and strengthen a competitive environment in
market.

International loan programs acting in Armenia were crucial for
upgrading the financial intermediation level. For few years, Armenian
banks were involved in small and medium size business development
programs, as a result, these banks were provided with eligible funds.
Moreover, particular lending mechanisms were launched, and loan agents
were trained and prepared for the banks.

The " existence of financial infrastructures' and their socund and
effectiive’ Functioning are ‘essentiall fon  finaneial intermedianies. A

credit registry and a deposit guarantee scheme were successfully
established in 2003, which helped substantially to minimize the risks
and enhance consumer confidence toward financial system. At the same
Eimel, s ecredit organidizatienst  began  theixr activiltiles Wby provilding
financial services o wider range of population,, In 2004, as it was in
2003, plastic cards continued to highly increase which encouraged an
inflow of additional cheap funds to banks, as well as card-related new
services (overdraft, consumer loans) were launched in the banking
system.

As an outstanding achievement, it 1s noteworthy to mention the
robust growth of gross loan investments (including receivables) in
2004. To this end, investments grew by 38.5% or 36.8 billion drams
(AMD) throughout the vyear. Along with increasing volume of loans,
number of loans and receivables grew by 36.9% and made up to 200 000,
cleoge to the crel eF Ehae Wwear, WhlEth eucn & lenching stiege, Ehe Llegm
imyestnenss euRlliEeyy, WES NoE IeweveElE WenEsEhnEe., e if alse inocirEemnE
that the lending seasonalities of the previous year addressed to

e '[ Deleted: activities

- *[ Deleted: a

- { Deleted: a less risk

_ — 7| Deleted: were properly
attained




In 2004, Armenia experienced an outstanding upswing in profit level
reflected largely by the increased amounts and sustained quality of
loans. Competitiveness between  banks became notably stronger.
Commercial banks tried to fortify their positions in some sectors of
financial market and in some areas of financial instruments and
services.

2004 was also critical, because the growth of lending of the banking
system, as it had been in the prior period, was attained on account of

consumer and trade ,Joans. Consumer loans namely 16.1 billion drams or J/,

69.4% growth was most likely the consequence of new consumer lending
mechanisms introduced, and household net disposable income growth.
Compared to 2003, the private transfers grew by 63% in 2004, which in
their turn caused rise in private sector net disposable income, and

10.6% growth of expenditures. Trade loans grew by 10 billion drams or J/,

47.3%.

In 2004, the nominal GDP growth was 16.7% due 1largely to
contributions of agricultural and construction_sectors of economy.
Lending to agriculture grew by 11.7% within the year, and the nominal
output growth of this branch reached to 22.9%. In construction area,
Elae meminel, CUERUE Erewitn meecke U te 1I8.7%, encl alemg Wi Ehilg Ehe
congitrtcitden llamching loy Ehe lemigineg EyEEEhn eEaw oy 10,05 e 4l
o lllilern chsens, bm EHals wegeEeE, Ehie cendsdcElen cprewen dm 2004 wes
supported by private sector funds rather than by banking system
lending.

Bankingilleans  torindustryNincreased int 20048 by 1oi6 s (b8 ba N ion!
drams) with nominal output growing to 25.1%. As compared to proceeding
years, mining industry sheowed an upswing in its nominal output to
202.1% (mainly associated with high customer prices on raw materials),
the lending of which by banks had been increased by 2.7 billion drams
and totaled 3.1 billion drams.

The relatively high interest spread in 2004, as a financial
intermediation indicator, represents the dissatisfactory level of
financial intermediation in Armenian financial market. Nonetheless,
the interest spread has been lowered in 2004 by virtually 1 percentage
peint, it sSEill remains double higher than 57percentagg poeint égread,
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The reason of higher spread in Armenian banks is that in case of
small Armenian banking system and individual banks, deposit and loan

base is also small, which in conjunction with high operational

expenses outlines the low effectiveness of bank activities and

concludes that the “scale effect” in Armenian banking system is still

absent ., Jlarger banks, with other things being equal, might introduce a /4/{Demmd:ﬁrsm

rather comprehensive and effective system in respect to risk\\\\ Deleted: Armenian banking

management as to minimize possible losses and foster further increase
in profitability.

and the absence of long-term savings in economy,

on the other hand. As

a result, investment attraction/allocation inconsistencies may cause
additional compensation covering losses expected from other risks
(liguidity, interest rates).
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system is now in a stage
when it is possible to gain
profit (scale effect), while
being expanded in size. And
in case if Armenian banking
system and individual banks
are smaller, on a smaller
deposit and loan basis, the
effectiveness of bank
activity is also lower
because their operational
expenses are higher and
“costy”.
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BANKING SUPERVISION AND
REGULATION

Functions of Banking Supervision Implementation Division & the
Divisions which Provide Support to the Supervisory Process,

Within its scope of authorities, the Central Bank ensures conditions
necessary for a sustained, 1liquid, solvent and normal-functioning
banking system; and defends the interests of lenders and depositors.

The Banking Supervision Department (BSD), the Banking Methodology and
Analyses Department (BMAD), the Statistics Department (SD), the Bank
Reconstructicnt e Processes ControlDepartment (BRPE)F = and s thel e gal

Department (LD) of the Central Bank are responsible for supporting and

the above objectives.

The Banking Methodology and Analyses Department and Legal Department
support banking supervision activities 4in terms of methodoloegical,
analytical and legal aspects. The Statistics Department collects and
reviews information on the entities licensed by the Central Bank. Bank
Reconstruction Processes Control Department carries out the control
over the liquidating banks.

The Banking Supervision Department is responsible for the core

supervisory processes:

e licensing of banks and other financial institutions (credit
organizations, foreign exchange wunits, currency dealers, forex
exchanges) ;

e off-site supervision of the activities of Dbanks and other

financial institutions;
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e on-site supervision of the activities of ©banks and other
financial institutions;
e termination of the activities of banks and other financial

institutions.
| deads of the Banking Supervision, Banking Methodology and Analysis - - [ Deleted: Managers
and Legal Departments are members of the Banking Supervision and
| Licensing Committee which constitutes the gxecutive body of bankin 7///'[Ddewd:mmmgn@
supervision.



Departments included in Supervision and Licensing Committee
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Supervision and Licensing Committee

The Supervision and Licensing Committee (the SLC) of the Central
Bank, chaired by the Chairman of the Central Bank, is a body that

takes the lead in banking supervision,. The Supervision and Licensin

- { Deleted: g banks

Committee works through meetings that are convened when necessary, but
not less than once in a week. Issues subject to the Supervision and
Licensing Committee discussions are as follows:
O PreliiimsEy CongemE EO Creeitien ©i loEnkEy rECuStreticn eamel
licensing of banks, bank branches and representations;
e Qualification and professional competency, and registration issues

for managers and officers of banks, credit organizations, one 7//”’[Ddewd:mmramy
transfer organizations, currency dealers, foreign exchange units, ’/”{Ddemd:ofﬁces

giael EEliEre Eaeilisiles lilcangeel oy Ehe CEmeesll emnlg

e Violations by banks, explanations and objections thereof, the
digSucINo o ppillilicatiloniN o N on-a ppitlcaElon e B penailiFalc SIS TcL
banks;

e Licensing and registration of other organizations subject to the
Central Bank licensing;

o Applilcatilon or nen-application of penalties to other organizatieons
licensed by the Central Bank in connection with committed

wiolations, discussion of , explanations and objections from these __- { Deleted: v

orgamizations, . | Deleted: committed by other
e Registration of amendments envisaged by the Law on Banking and - organizations licensed by

Banking Activity, and Regulation 1 approved by the Central Bank . \the Central Bank;

Board; and Deleted: ; and the issue of

: 0 iy o application or non-
e Other issues ensuing from other authorities provided for by other agiucmjon(ﬁ penalties to

regulations of the Central Bank. them;

Licensing of banks and other financial institutions

The Central Bank grants licenses to Dbanks and other financial

institutions subject Eto the Central Bank Ilicensing pursuant to
Regulation 1 on “Registration and Licensing of Banks and Foreign Bank /{Dﬂemd:smmrmjon

Branches, and Licensing of Bank Branches and Representations” , /;{Debwd:tobe submitted t
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registration of branches and representations, managers qualification,
significant participation in statutory fund required for registration

and licensing of credit organizations” , Regulation 10 on “ Licensing
and regulation of foreign exchange cash transactions”, Regulation 12
on “Licensing and regulation of foreign exchange dealers,
transactions”, Regulation 16 on “Licensing of money transfer
organizations, registration of branches, managerial Staff
qualification thereof”, Regulation 17 on “Licensing of clearing
organizations  dealing with payment, documents,  registration of
branches, managerial staff qualification thereof”, Regulation 18 on

“Licensing of plastic card payment processing organizations,
registration of branches, managerial staff qualification thereof”,
Regulation 19 on Y“Licensing of plastic card and other documents
issuing and gealization organizations, registration of branches,

managerial staff qualification thereof ” , Regulatioen 11 on WLicensing,
regulation and supervision of foreign exchange auctions on Ethe
texrritory of the Republiec of ZArmenia” . Responsibility; for thesel

activities is_on the Licensing and Banking Register Division of the
Banking Supervision Department.
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management ;
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branch, a foreign bank branch, (other institutions licensed by the
Central Bank), including that of currency dealers. Qualification
criteria are updated and modernized each year.

Supervision of banks and other financial institutions

Off-site and on-site inspection of banks and other institutions
licensed by the Central Bank shall be held by four divisions of the
Banking Supervision Department. Three divisions are responsible for
supervision of bank institutions and other institutions licensed by
the Central Bank, and one is responsible for supervision of gcredit
organizations.

Qifii=EilEe EUREEALEIEn ©iF lEhids Ene, CEEEhlE Eifermuzelisiens iE ErRuaEilEe!
out according to rules prescribed in the “Manual on off-site
supervision” which defines the principles and methods of such
supervision, regulates processes and procedures, dates and order, as
Rl g the gteauE invelves, iln efEi-gilte upaevicilen, Fieghts enel
obligations thereof. Off-site supervision is a profound analysis of
banlkdperformancefbascdMoni N formataont N Einit-crmsEN o B e p ot s and)
othenwilsce) S theMEentralMBanisireceliive s FromSbanksinSvilce wilo e vallluacaine)
financial condition and the level of risks, and monitor compliance
with banking laws and relevant regulations. Off-site supervision has a
primary. aim to dilsclose and evaluate Ethel risksh off a bank through
analyzing its financial condition in a weekly, monthly, quarterly and
yearly basis in order to prevent potential losses or at least minimize
them.

The off-site supervision requires the bodies under supervision to
submit statements to the Statistics Department (SD) of the Central
Bank in accordance with the procedure determined by law and Regulation
3 on “Banks Statements; Reporting and Release” and Regulation 15 on
“ Credit Organizations Statements; Reporting and Release”. After being
reviewed, these statements are presented to the Banking Supervision
Department and Banking Methodology and Analyses Department.

Data received from Dbanks and credit organizations, after being
properly analyzed, are wused to prepare individual comprehensive
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reports reflecting disclosure of changes in bank/credit organization
performance indicators. In these reports, the main business trends and

relevant changes of a financial organization are represented,
objectives and issues in concern, as well as risk areas are
identified.

Off-site supervision’s goal is to identify not only movements in a
bank’s financial indicators, and particularly the deviations from the
limits set by the Central bank regulations, but also to review the
reasons of such deviations, evaluate changes in indicators and develop

I
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corporate governance of the bank, organizational structure, internal Deleted: brief
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While examining various areas of a bank, the examiner will focus
primarily on how the internal control system operates, whether
procedures and internal policies are in place, and if internal audit
is effective enough to succeed. Special attention is paid to reviewing
the bank’s management quality and identifying risks on that part, in

the board and executive management of the bank.

Activity of a bank 1is terminated pursuant to the procedures set
forth in Republic of Armenia Laws on Central Bank, Banks and Banking
Activity, Bankruptcy of Banks and Credit Organizations, and Regulation
7 on The Formation of Temporary Administration for Insolvent Banks and
Credit Organizations. These legislative papers define the grounds for
bankruptcy, insolvency, _and liquidation of banks and credit
institutions, as well as the procedures of temporary administration
and other procedures connected with termination of banking activities.
Once recognized insolvent, a bank will have to pass its management
over to bank administration, which is to be appointed by the Bank
Administrators Department (BAD) of the Central Bank. Despite this, the
supervision of insolvent banks remains the responsibility of the
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CHANGES IN BANKING SYSTEM
REGULATION FRAMEWORK

Deiine 2004, Ehe CamgEel, ek i Arnehils CemiEilhntEel e dinprea Ene
banking regulation framework of Armenia. In this respect, new laws and
amendments and additions to a number of acting laws regulating

important areas of financial system of the Republic of Armenia were ,,/{Deleted:
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introduced and adopted by the National Assembly of the Republic of
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Armenian bank recognized as insolvent. Relations arising in this area arel|l . - 1
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Fund resources shall be managed 1in compliance with the security and
liquidity criteria.

Under the Republic of Armenia Law on Guarantee of Natural Persons
Deposits, commercial banks Jnake compulsory contributions to the Fund in

terms of regular, lump sum (non-recurrent) and extra charges. The amount of
regular charge 1is J,05%% of the quarterly average yleposis of natural
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personst, lump sum charges are payable by newly established banks, and extra
charges are paid in case i1f the Fund resources are insufficient. Banks pay
contribution charges in Armenian drams.
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money resources 1in settlement, current, term, savings account or other
accounts opened with the banks, interest accrued thereon as well as

Limits under deposit guarantee are as follows:

1. two million drams - in case of a dram deposit;

2. one million drams - in case of a foreign currency deposit;

3. up to two million drams - in case of both dram (more than one million)
and foreign currency deposits;

4. deposit in drams 1s remunerated, completely, and in foreign currency up.

to one million dram - in case of both dram (less than one million) and
foreign currency deposits.

deposits in foreign currency are also considered to be one deposit. Joint
deposit is an individual deposit, apportioned by the agreement.
Lemuneration process of guaranteed deposits by the Fund starts when a

recognized insolvent and when under the Central Bank Board decision the bank
fails to return the deposits 1in the dates provided for by law and
aemeemen=se

the next business day following the occurrence of the event. The Fund Jnakes
a decision on remuneration of deposits within three days upon receipt of the
notification, and publishes a statement in the press of at least 2000 copies

of such deposits within one year.
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currency of the Republic of Armenia; the latter is paid at an exchange rate
officially announced by the Central Bank on the remuneration day.
When calculating the amounts subject to guaranteed deposits remuneration,

In the event of remuneration of guaranteed deposit, the depositoxr, retains

his/her right of claim to the insolvent bank for the difference between the
bank deposit and the remunerated guaranteed deposit. The difference 1is
returned to the depositor in compliance with the procedures provided for by
the Republic of Armenia Law on Bankruptcy of Banks and Credit Organizations.

During 2004, amendments were introduced to the Republic of Armenia
Law on Banks and Banking Actiwvity. The Central Bank studies in the
area of credit risk losses showed that large loans are exposed to
failure twice more often than small or medium size loans, and
consequently, lead to considerable losses at banks. To remedy this
situation, a new prudential requirement was set for banks, the norm of
maximum risk on all major borrowers. In addition, starting April 1,
2005 calculations on the major borrowers will Dbegin to include
correspondent accounts with other banks, which were mnot inciluded
previously. This norm aims to minimize credit risks at banks, as well
as minimize asset concentration level in bank balances.

By amending the Republic of Armenia Law on Banks and Banking
Netivity procedures for consolidated supervision  in subsidiariesiof

This law was amended also to regulate dates of publication of
financial statements by the banks. Pursuant to current 1legislation,
financial statements to tax authorities are currently being delivered
before April 15 following the end of the fiscal year. However, banks,
as allowed by the former law, have had 6 months for publication of
their financial statements. In view of eliminating this difference and
adjusting it to international respective practices, appropriate
amendmentsEhayvelbeentpllaced in S theNllawsenabiliingtheMbanks S teopubliitsh
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their external audit and annual financial statements before May 1
following the fiscal year.

To Jmprove the role of credit registry as a credit risk minimizing |- [ Deleted: upgrade
structure, and the effectiveness pof the credit _information [ _ { Deleted: o support sound
circulation, _the 1list of irresponsible major debtors (representing | _ .
above 5% of the minimum required capital of the bank) recorded in the {?ﬂitfﬁ;ti%i i,riidhlitn it

registry was deemed appropriate to be published. This provision would
help banks to refrain from lending such borrowers, and to upgrade the
responsibility of borrowers. This is envisaged by the changes made in
the Republic of Armenia Law on Banking Secrecy.

A

Credit Registry 1is integrity of systemized data where information on

is delivered to lending organizations (banks and credit organizations) .
Credit Registry, responsible for effecting credit information circulation,
became, a central component in soundness of banking system. It works as

follows: banks furnish the Registry with appropriate information in a
standard form, by regularly updating it, and receive, 1f needed, information
on potential and current borrowers, instead. The Registry is furnished with
information by banks particularly relating on loan size, terms, gepayments,
collateral, guarantees and other parameters. In addition, some important
OGS SO enC T Ags tlle DOTTower, Sucllh gt oname; s ta. (,()dﬁ, PASSPOILC uuﬁ,
etc are also recorded. On the basis of these data, credit histories are

compiled which banks useg for evaluating the
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borrower’s credibility, as well as to disclose borrower’s obligations with
other banks. Positive records on the borrower is crucial for JfacilitaGting |
lending procedure, and lay grounds for receipt of further larger loans. In
many cases, credit histories serve as a guarantee for providing credit
cards, credit lines for consumer loans. In developed countries, absence of

credit history yneans low credit for banks. Study of credit histories by

banks enables them to at large avoid the adverse effects of asymmetric
information circulation by addressing the credit resources to diligent
borrowers and excluding non-diligent ones.

About 80 000 credit histories are accounted in Armenian Credit Registry of
the Central Bank of Armenia, and it continues to increase in a full swing.
In average, 70-80 histories are daily checked up by banks and credit
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to claim their own complete information available 1in the Registry upon
showing appropriate documents.

In light of ensuring higher transparency in the procedures of bank
temporary administration appointed by the Central Bank, adequate
amendments have been introduced to the Republic of Armenia Law on
Bankruptcy of Banks and Credit Organizations. Pursuant to that Ilaw,
the Central Bank shall hereinafter publish its decision on temporary
administration in the press. The procedures of temporary
administration having been governed by the Central Bank sub-
legislative acts are now explicitly specified and regulated by this
law provisions.

Armenia, as a European Commission member country, makes steps toward
harmonizing Armenian laws on anti-money laundering and fighting against
terrorism__financing with international standards, cooperates effectively

with the relevant European Commission authorities. Under the Republic of
Armenia Law QAgainst Laundering of Illicit Proceeds and Terrorism Financing,

the Central Bank 1is appointed as an authorized body, governing this area.
This law regulates the system of authorities (bodies) involved 1in
implementation of activities against laundering of illicit proceeds and
terrorism financing, as well as it regulates the collaboration and

relationship between such bodies, and the scope of respective
responsibilities. Pursuant to this law, the financial institutions shall
report to the body authorized for this area, and @are responsible to keep ||

information on financial transactiens for 5 years, and immediately infozrm
the Financial Intelligence Units about suspected transactions disclosed.

With adoption of this law, the Republic of Armenia Law on the Central Bank

defined as an objective for the Central Bank.
In 2004, a new Republic of Armenia Law on Currency Regulation and
Currency Control, was adopted. Following to this law, money payments

for sale of property, rendering of services, carrying out of jobs, use
of property, including interests paid against financial transactions,
shall be managed (marked, accepted and implemented) exclusively in
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Armenian drams. Another important clause of this law relates to the
replenishment of statutory capital of legal entities. In the event

when the newly established legal entities and those acting, including

- - { Deleted: authorized

banks, initially replenish their (statutory capital, in foreign J - - /[ Deleted: authorized capital

currency, now according to this law, they shall make their money

distinct way nor give appropriate mechanisms thereof.

determines also the foreign exchange supervisory bodies, their scope
of authorities. The former law neither provides these issues in a

In 2004, the Republic of Armenia Law on Payment and Settlement Systems and
Payment and Settlement Organizations has been adopted. This law is called to
regulate the activities of payment and settlement systems and payment and
settlement organizations operating in Armenia, licensing and supervising
procedures, and defines rules of final settlements. Payment and settlement
system 1is integrity of payment tools, clearing transactions, as well as
rules and procedures for money transfer and final settlement, it includes
hardware and software systems ensuring the sound payment to the
beneficiaries.
authorized managing body of the payment and settlement system operator who
is responsible for sound payment and settlement activity, and who 1is
authorized by other participants of the system to implement clearing and/or
final settlement. Participants of Armenian payment and settlement system may
be the Central Bank of Armenia, commercial banks and foreign bank branches
(hereinafter referred to as banks) operating on the territory of Armenia,
payment and settlement organizations, other entities authorized by Armenian
laws or international agreements to perform payment and settlement services,
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involved therein. The Central Bank may demand information, on payment and
settlement services provided by

constitutes a banking,
commercial or other secrecy,

Deleted: , even if it ‘

banking, commercial or other secrecy.

Payment and settlement services incorporate: the opening and maintenance
of banking accounts, acceptance and performing payments from and to physical
banking accounts, issuance, servicing and sale of payment cards, checks, e-
money and other payment tools defined by the Central Bank Board, as well as
carrying out processing, clearing, and cash transactions for third parties.

This law also regulates the activity of non-bank (payment and settlement
organizations) organizations involved in rendering payment and settlement

services and, therefore, scope of services of the organizations subject to
EE7 e 2ot noinc =v=] rE'I'I == -nE-\rvarJnvac texrmc S condition ST

requirements for licensing are properly defined.

A series of amendments have been made to sub-legislative acts
subject to approval by the Central Bank.

During examinations at the commercial banks, substantial gaps have
been discovered in internal control structures that might generate
high risks. To resolve this problem, the Central Bank has drafted a
paper on minimum conditions set for internal control systems, which
adequately  reflects Dbank’s activities and gisks. This  paper

particularly defines bank board and executive management obligations
related to effective internal control, as well as minimum conditions
for information systems, internal audit, bank organizational structure
and work style, risk management systems.

Armenian Accounting Standards, namely Standard 37 on “Reserves,
Conditionall Lidlabillities' and Cendifional 2Assets?” and Standard 39" on
“Financial Instruments, Recognition and Measurement” were approved
and enforced by the Central Bank Board in 2004. The adoption of these
standards was being postponed because of the inconsistencies available
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between the requlation on classification of bank assets, and the

standards themselves. This problem has been solved in the following

J — /{ Deleted:

classification

procedure

way: in publicly available financial statements the reserves will be J,//{Deleted: shall

reflected in compliance to the above standards, however, from
supervisory aspects, the banks will form provisions of possible asset

losses pursuant to the Procedure for Classification of Loans and

Receivables of Armenian Banks and Formation of Possible Loss Reserves
jointly approved in 1999 by the Central Bank of Armenia and the
Ministry of Economy and Finance of the Republic of Armenia.

st wa sEEmen tilone diaboye i inE S vile wal o EER minbiimilziin gean dSSlEimatEang
concentration risk in the banking system, there has been set a
regulation on maximum risk rate on all major borrowers which resulted
appropriate modifications in Regulation 2 on “Banking activity
regulation, main prudential regulations of the banking activity” of
the Central Bank of Armenia. Particularly, the prudential requirement
(R2H)F on| maximum rate of total liabilities of major borrowers is
defined at 500% of the Jdire 1 capital, where correspondent accounts

By the_ same modifications_of Regqulation 2, new calculating methods
of Regulatieons R3, R3', R4, and R4" have been defimed. Thus, starting
from July 1, 2005, all the elaims against borrowers (excluding

L nostro” correspondent accounts, inter-bank deposits, claimg on ,

In order to limit risks on bank related one borrower and persons\
interrelated with him/her, and to discourage lending to bank related
persons, the predential requirement, of all bank related persons has

been established at 20%, instead of former 50% (dis effective fr

April 1, 2005). .

Studies have shown that, due to foreign exchange longer positions
maintained throughout 2003 and 2004, the banking system has been
adversely, affected and incurred significant losses from foreign
exchange revaluations. To restriect £foreign exchange Eisks' of the
commercial banks and free them off the possible losses, prudential
requirements on foreign exchange position have been changed.
Consequentily, the calculation method of the prudential requirement, on
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the foreign exchange positions of the first and second group of
currencies are completely segregated from each other. Jhus,
requirements on the second group foreign exchange net position has
remained unchanged, however, a gross position has been set for the
first group currencies which cannot exceed 20% of total regulatory
capital from April 1, 2005, and that of 15% from October 1, 2005. In
addition, a reguirement, on foreign exchange position for, individual
currencies has been defined with a maximum 15% of total regulatory
capital rate, effective from April 1, 2005 and 10% following October
1, 2005.

enhance credit organizations by creating favorable conditions for
their activity, and promote further development. Improvements in

principal, only allocate resources attxnacted from their participants)
andaccordingly, " consequences  of theidrtactivity: " represent  llesshrilsk
for society. Credit organization could enter into a stricter
regulatory field with adequate risk range if it decides on expanding
the scope of services.
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BANKING SUPERVISION IN 2004

During 2004, three credit organizations applied for licensing to the
Central Bank and granted licenses. One application for bank licensing
vEE EillEel, emel & jpEilelr censEais loy e CEmegeell emli WES  CdseuknEel
throughout 2004".

According to off-site inspections, breaches in banking legislation
by 20 banks and 9 credit organizations were reported. During the year,
1366 vielatieny by leEmnky encl 366 by redhit orcpnilzatiens Were
recondedioERwhilchiNi428werem e peailledNand N toward St heNprevaitliangNpaist

Violations and punitive measures applied to commercial banks
and credit organizations in 2004

Banks Credit
organizations
Type of violation
Accounting 57 5
Asset classification 176 21
Legislative 356 20
Sub-legislative 60 200
Non-performance of instructions 83 6
Delayed reports 1
Trustworthy data 183 75
Credit registry 450 29
Punitive measures
Fines to banks/credit organizations 35 65
Fines to manager 181 50
Penalty 1
Warning 1024 230
Disqualification of the manager
(revocation of the gqualification 1

" Armswissbank, CJSC granted a license in the first quarter of 2005.
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certificate)

Non-application of punitive measure
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inspections of which
carried out at the Dbanks
The overall total assets of the banks

5 @
and

omplex and 17
in 3 credit

undergone on-site

are primarily relating to the

inconsistency of internal control systems and the absence of corporate

governance principles.
mostly related to

in

proficiency of managers and specialists,

control systems.

EcceumiEilng Ll
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infringements
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and underdeveloped internal

On-site examinations efficiency and supervision staff workload

2002 2003 2004
Banking Supervision Department
staff 34 39 41
Total assets of banking system 1958 6 baililaon 253868 baililHion JB5,6 Teplilalera)
(annual average) drams drams drams

Average workload per

588 bidibion

(5.5 leslililiieral

.6 lentililslesa

swpervisgqee .~~~ = | @ drams | ______ _drams | _ ____ _ _ drams
Number of inspections performed
during the year, including
Complex 19 17 25
inspections
B . . 4 7 5
Target inspections
Credit 15 10 17
organization - - 3,
Amount of total assets of banks 36.0 billion 85.8 billion 542 billion
under revilew at the moment of drams drams drams’
inspection
Number of participants involved 31 42 94

gher or smaller
? Volumes of inspected assets exceeds that of banking system due to double inspections of

some banks over the period.

26

== { Deleted: ion staff

Deleted: additional factors
should be considered

N

- ‘[ Deleted: of




in inspections

Average workload per ygupervisor
during inspections

1.2 billion

2.0 billion

5.7 billion

In 2004, inspections
organized by the Central

of foreign currency

Bank. About 177 foreign currency exchange

were repealed and in 92 cases foreign currency exchange units paid

fines.
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STAFF TRAINING AND COOPERATION WITH

v T 8 P I Ze A FR PR PV e Ve 2=~ 2 =127 R =~ ‘T % " C _

OTHER COUNTRY EXAMINERS

In view of upgrading professional skills and obtaining international
supervisory practices, supervisors have attended a number of
conferences and trainings on key supervision issues and modern.
practicies. The topics covered by the training are "“Modern issues on
Banking Supervision? . MYNew Basle LI @Capital Accord?,  MNEvaluation
and supervision of Dbanking risks”, “Problem bank resolution”,
“Supervision of financial conglomerates” and others.

On the initiative of the US Federal Regerve Bank an Jnternational

it contributed much to enhancing the knowledge and practical skills of
not only Armenian supervisors but also those twelve participants_from
Other countries. Issues covered by the seminar predominantly addressed

areas of risk-based supervision, and those related to risk evaluation

systems. In addition, a number of applied studies on on-site and off-
site examinations were provided and exercised.

Staifii Etreaiming COUncerEpRArEs O EHhe Central Bamk Ehet adtivelsyy
cocpeiatcdM nMthaisiaicallve et cIIMEFR B cMCentEc o I Cen Rl MB anksin g
Studies of the Bank of England, the Bank of France, the German
Bundesbank, the Central Banks of the Netherlands_and, Russia, BIS, the

National Bank of Poland, the Financial Stability Institute and others.
Some training programs have been implemented under the USAID Technical
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were devoted to the key supervisory issues challenging today’s banking
supervision such as: risk management and assessment at the banks, new
supervisory approaches applicable in the banking supervision, main
principles of the New Basel Capital Accord, money laundering issues.
Erem practical educatien aspects, it is worth to mention' the on obl
training organized at one of the commercial banks of Brazil. A range
of practical, hand-on advices on upgrading effectiveness of
supervisory activities have been gained during the study visit, as
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well as issues on on-site examination methods, money laundering and
fight against terrorism financing have been exchanged.

Training initilatives bys ‘the® BIS = Bank* et Erance,  EST cnabliedthe
supervision staff to get insight of risk management best practices and
further improve CAMELS system and initiate the implementation of the
credit risk agsessment medel in Armenia.,

With' respect to challenges 1laid forth by New Basel Capital Accord,
seminars on “New Basel Capital Accord” and "“Banking supervision
under the New Basel Accord” have been organized by the Netherlands
bank and German Bundesbank respectively. Seminars attempt to cover
issues like Basel 2 principles, new approaches of risk restrictions
and introduction difficulties of New Basel Accord. These trainings

and internal rating based approaches of asset risk assessment under
Basel 2, are equally challenging to learn. To this regard, the Central
Bank of Armenia will work hard toward evaluating applicability of
Basel-2 and developing prospective programs jointly with banks on
introduction of the new Accord.

To ensure effective supervision, the Banking Supervision Department

implementation of xisk-based supervision ,in Armenia. Both standardized \\\‘[Deleted
<

Bank keep contacts and co-operate with supervisors of other countries.
They, meet regularly at conferences, Eforums and other meetings and
discuss and seek possible solutions of banking supervision issues and
further improvement of supervisory instruments. Exchange of
information is continuously carried out between different countries
and international organizations concerning legal and regulatory
framework.
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BANKING SYSTEM IN 2004

GENERAL PROVISIONS

Banks operating in the Republic of Armenia

As of December 31, 2003, 20 banks were operating in Armenia (with
232 bank branches), of which 19 were operating under general
supervision framework, and one - under temporary administration
assigned by the Central Bank.

No any new banks were entered into banking system within the year.

ArmeommuniicasiionssBanisilcliosediMioin RS fFoc kil Companys,whilc Al a ER Elhe ,,,f{DeIeted: “ Hajkapbank
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ArmSwissBank Closed Joint Stock Company was granted a prior consent to
obtain license.

As of December 31, 2004, again the same 20 banks were operating in
Armenia (with 233 bank branches),. All of them were, operating gunder
general supervision framework at that time.

The head offices of the banks and one third of the bank branches are
located in the city of Yerevan.

Widening of financial intermediation, indicate that banking system
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up 19.2% of GDP, loans - 7.0% and deposits - 12% opposed to respective
7835 b8 and 2 rateshdint the 'previeoushyear:

Competition in Armenian banking system
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Modest increases in banking competition level have been recorded in
2004, which is evidenced by some decreases of the Herfindahl-Hirschman

Concentration Index in respect to comprehensive banking indicators.
Herfindahl-Hirschman Concentration Index

l = { Deleted: easing

SEIST2I03 31.12.04
Total assets 0.10 0.09
oailitfabatStEale’s 012 0,10
Total capital 0.06 0.06
Loans to economy 0.09 0.09
Term deposits to physical and legal persons 0.09 (0 alil
Demand liabilities (including bank accounts) of physical
and legal gersons . ___________________________|____0.23 | ____ 0.18 _
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In general, the concentration index showed lower track in recent
years with respect to capital and high track in respect with deposits.

Decrease of concentration 1level in banking system i1is primarily
conditioned by, growth in competition ameng 1large banks, while
polarization between small and large banks maintains and even slightly
increases. ,Jhus, in the beginning of the year, 80% of total assets and

83% of total liabilities of the banking system belonged to 10 largest
banks, while at yearend it changed to 81% and 84% respectively.
However, the polarization between banks went downward in 2004; if in
the beginning of the year the largest bank’s share in total assets was
24% and in total liabilities was 27%, close to the end of the year it
made up to 18% and 20% respectively.

BANKING SYSTEM CAPITAL'

‘ Banking system in 2003 has incorporated 19 banks under general supervision framework,
and inl 2004 it has imeluded 20 banks (including JArmcommunication Bank). Reports of

banks to the Central Bank have been used in thqds reporty in compliance with Regulation

J i { Deleted: Subsequently

P { Deleted: Haykapbank

i// = ’{ Deleted: publication

3 on "Bank reports, theilr delivery and publication?.
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billlhien drams)iand madel up te! 64 16 billien "drams). Growth  of the total
capital is attributable to the surge in profit within the year.

oo hillillonS N diramsi s N GrewEh o f i the S statutenyy capiifalliwa s mat iy
supported by external sources of funding, as a consequence, share of

equivalent Armenian drams,, becoming effective on July 1, 2005.
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Out of high profit amounting 17.2 billion drams (that was mainly due
te Eie increasec cuemEilsy encl cualliEsy ©f lepmeg) EEporEec oy (Ehe
banking system in the review period, 6.9 billion drams made up the
share of Armcommunication Bank CJSC, related to meeting of its accrued

years totaled about 6.5 billion drams, its total undistributed profit
(cuiciecaEe einel  PEEviIlcUs pEEleds) eunotmEcs, e 453 qpllilhslen  cheems.

during S thelyvecartheMgrand S EotaliofundilstributedN profitt e fortcurreEnt
and previous periods has increased by 7.2 billion drams against the
same figure of the previous year.

Total capital and total assets of the system has attained an
1dentical growEh™ rate of 29% over Ethel year, and accerdingly:,  total
capital to total assets ratio (leverage ratio) has remained the same
throughout the year, making up 17.8% as of December 31, 2004.

Capital Adequacy

Under the review period, the growth of loan investments was well
beyond of that of total capital. This became a driver for a
progressing growth in the risk-weighted assets, as compared to total
and core capital growths. Subsequent to this, total capital adequacy
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and core capital adequacy index dropped by 2.4 percentage points and
amounted to 32.3% and 30.2% respectively. In Armenia, bank adequacy
indices are considerably higher and exceed the required standards of
12% and 8%. In view of measuring the exposure to capital, where all

-~ ) {Deleted: bad

of 7.6% recorded in the previous year.

Bank Ownership

By ownership, banks break down as follows: out of 20 banks
operational in Armenia 1 bank is a cooperative bank, 2 Dbanks are
limited liability companies, 2 banks are open joint stock companies
and 15 banks are closed joint stock companies.
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X [ Deleted: loss
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The participants of Armenian banking system ,(shareholders, equity |- - { Deleted: 's

holders) involve 1642 physical and legal persons, of which 61 are non-
residents. Without consideration of 2 open fjoint stock company banks,
participants of 18 banks include 103 physical and legal persons, of
which 28 are non-residents. In three banks, 100% of shares belong to
one person (legal entities, of which 2 are non-residents), and in

seven banks), oene sharehelder holds more than 50% of shares.

BANKING SYSTEM LIABILITIES
Development trends of attracted funds of the banking system

Total liabilities of Armenian banking system grew during 2004 by
26605 e 298.9 lodlilien oy Wwaehe—Gael, MWia lbkiglerlilalislesg lin chezin Ceacyy o
27.6%, and in foreign currency - by 29.3%, which lowered slightly the
share of dram liabilities and amounted to 26.7%. This is evidence to a
still high level of dollarization.

Figure 1. Growth trends in banking system liabilities
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explains this increase in total liabilities.
Overi2o0ay i siignifilcantigrowt hifwa sl re corded Nt heE g bl EIEHIE S
respeckt of  lorol correspondent accounts Ehat grew by 10185 (38 bililblon

drams) and other 1liabilities to banks - 40.4% (6.6 billion drams).
Increase in loro correspondent accounts has been supported by two
oanks, through adding ,oro correspondent accounts_of non-resident .- [ Deleted: non-resident ]

banlssPEA R yearendimc 2o llorolMcorre sSpondentiaceountEswe relaccounced \\\‘[Deleted:
for non-resident banks, almost equally divided between Russian and
Iranian banks.

During the year, total resources attracted by the banking system
itreom plysilerl enel leepll jeeisens eaeyy loyy A, A% (¢4l Toplililbicm chpime) smel - = '{Deleted: entities ]

their }

by yearend made up to 227.0 billion drams.

As compared with the previous year, the outstanding events recorded
in 2004 in the banking system may be considered as follows:

e Term deposit growth pace exceeded that of demand deposits. Thus,‘***{Formatted: Bullets and Numbering ]

term deposits grew by 26.1% (18.9 billion drams), and demand
deposits grew by 22.8% (25.2 billion drams) as opposed to 3.0%

and 30/ respective growths dnl the previoeushyear: 1 - { Deleted: § ]
e The driver for the growth in both demand and term deposits were

excessively legal entities; funds attracted from legal entities

grew by 40.5%, and those of individuals by 10.0% against 3.3%

and 34.6%, respectively recorded in the previous year., - { Deleted: ]
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® The increase in deposits from physical and legal persons was

absolutely on the account of residents, as a result, the share

of such deposits in the total deposits grew by 5.7 percentage
points to 80.7%.

Demand deposits of the legal entities, within the reported vyear,

grew by 30.1%, mainly Jdue to increase of volumes of their accounts_

(legal entity-customers grew in quantity by only 1%, and their current
accounts by 8%) .

Figure 2. Trends in banking system demand deposits
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account of customer base expansion which was significantly supported
by: increased number of organizations who used card system for

remuneration of salaries (physical person-customers grew in volumes byil//{Deleted: entity

22%, and accounts thereof by 29%).
Increases in term deposits of 67.1% and 7.3% representing

Figure 3. Trends in banking system term deposits
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The structure of attracted funds

total liabilities of the banking system was 91.4%. If low-cost demand
liabilities excluded, the share of interest-bearing time liabilities
would have been 46.1%.

Demand liabilities (physical and 1legal persons) within total
Iiabiilikitiles  kept * lower pace of  greowth' in® 2004 than they "did insthe
previous year, and the share thereof declined by 3 percentage points.

The average weighted maturity of total liabilities makes up about
hallf of year. Thus, 53% of the attracted funds are demand (deposits,
bank accounts, correspondent accounts and so on), 35% represent from 1
to 12 months maturities and 12% - above one year maturities.

Figure 4. Total liabilities structure
31.12.2003 31.12.2004
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1. Bank correspondent accounts, 2. Other liabilities to banks (including the
Central Bank), 3. Demand liabilities, 4. Time liabilities, 5. Liabilities to

yArmenian Government 6. Accrued interest payable 7. Other liabilities 1, ’{iDebted‘the

Bank customers

number of physical persons) and by yearend amounted to 487 thousands. |_ - Deleted: entities
The number of individual customers reached 453.6 thousands, and legal
entity customers - 33.4 thousands (whereas 51.5 thousands of legal

entities have been registered in the State Register as of the end of
the year who are obliged to have bank accounts) .

The number of bank accounts increased by 23.7% to 503.1 thousands,
of which 96% are current accounts and 4% are time accounts. The number
offcirrentiaccountsiincreasedi by 12678 or 102 thousands(cwingFEothe

increased physical persons accounts) and by yearend reached to 482.9 J/'/{Dﬂemd:amity

thousands. The number of time accounts fell by 21.9% or 5.7 thousands

ol 2028 Eheousandsi (ewing * Eol the " decliined physilcalt s nersensiitime 1/ﬂ/[Ddemd:amity

accounts) .
BANKING SYSTEM ASSETS

Banking System Allocated Funds Development Trends

Total assets of Armenian banking system grew during the year by
28.9% (81.4 billion drams) to amount to 363.6 billion drams, as of
December 31 2004.

Figure 5. Total assets trends of banking system
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The growth of total assets was due largely to bank correspondent
accounts increased by 25.5 billion drams and loans to the economy
increased by 36.8 billion drams.

Nostro correspondent accounts show high concentration in terms of
geographical coverage and residency. Thus, 96.7% of correspondent
accounts are with non-resident banks against 97.3% in 2003; 68% of
such accounts are placed with prime-rated US banks, 7.0% are placed
with Russian banks, and 24% with European banks and 1% with banks in
other countries.

Investments in Armenian government securities grew by 16.9% or 5.3
billion drams, at yearend reaching to 36.6 billion drams (securities
purchased and sold under repo agreements included). In 2004, the
annual interest rate of short-term government securities (T-bills) on
average monthly basis was 5.1%, that of the government medium-term
partial redemption coupon bonds - 8.3%, which were 9.7% and 14.3%
during the same period in 2003. It is worthwhile to note that even in
the event of such a low interest rate level, an appropriate investment
growth has been zrecorded i1in government securitics in the banking
system. This is much highlighted by the need of ensuring a consistent
level of high liquid assets, in the environment of considerable demand
liabilities.

38

- [ Deleted: .




Figure 6. Assets growth trends of banking system
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Volume of investments in other securities increased in 2004 by 3.5
billion drams to 4.0 billion drams by yearend.

Fixed assets of the banking system grew by 38.8% and totaled at the
end of the year 22.0 billion drams, which made up 34.0% of total
capital and 6.0% of total assets. In all banks, fixed assets were
below than total capital, which means that fixed assets of the banks
are not acquired on the account of Dborrowings. To this regard,

fixed assets owned by bank and used for banking activities,, should be

deducted from the regulatory capital by an amount exceeding 25% of

The share of earning assets in total assets was 75.2% by end of the
year, and 1if low-yield correspondent accounts excluded, the share of
the remained earning assets would have been 58.1%.
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Through out the year, the accelerating pace of loans to economy
compared to that of total assets, led to surge in the share of loans

Figure 7. Banking system assets structure
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3
11%

1. Cash, 2. Correspondent accounts and other claims on banks (including the Central

Bank) , 3. Government securities, 4. Loans to the economy, 5.

Interest receivable, 6. Fixed assets, 7. 2 Other securities, 8. Leasing, factoring,
9. 2 Other assets

The average weighted maturity of total assets of the banking system
fluctuates from 0,5 to 1 year. Thus, 41% of the allocated funds are
CelE 0 e e e ot e hee 179 above onesvear
maturities (medium-term maturity of assets has slightly grown due to
mortgage loan increases) .

Banking system loan investments

Over 2004, loan investments® of the banking system grew by 20.7%
(267 bitliltilondrams) s Eeollic 57 bNNionNdam SIS D ramilio aninve s Emen s in
2004 grew by 29.8%, and foreign exchange loan investments increased by
17°-2%, which caused the shaxre of dram inyvestmentsiintotall loan’
investments to rise by 2.1 percentage points to 29.6% later in the
year.

° Loan investments include loans to economy, leasing, factoring and loans and deposits

allocated in banks
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Lending to non-residents during the year declined by 41.5% reaching
to 15.9 billion drams, mainly due to the reduced deposits with non-
resident banks in one bank.

Lending to residents grew by 37.3% (38.0 billion drams) and reached
to 139.8 billion drams by the yearend.

During the reported year, a growth in 1locan investments have been

recorded in all branches of economy (industry branches have been

considered as one branch). In 2004, consumer loans again expressed
trends of outstanding growth, idncreasing by 69.4% (16.1 Dbillien
drams)). Consgiderable were Ethe growths of loans Eto the branches of
drade - Dby 47.3% (10.0 billion drams), Industry - 19.6% (5.8 billion
drams), and Public catering and services - 93.1% (2.5billion drams) .

In industry branch, a significant growth was recorded especially in

Within the structure of loans provided to residents, the consumer
loans share was 1lifted once again during 2004. The below chart
representing the Dbanking system loan investment structure shows
clearly loans being mainly concentrated in consumer and (ftrade sectors,
and industry sector.

The Herfindahl-Hirschman Concentration Index of lending to different

year, raising by 0.01 and reaching to 0.15, which is quite low and

observes a smaller concentration. The same index in respect of the
bank average declined by 0.02 to 0.26 as compared to the previous
period, which comes to prove that although the sectoral Ilending
concentration in separate banks somewhat declined, however, some banks
still maintain relatively high degree of lending concentration.

Alongside with the growth of total residents loans, higher pace in
consumer and ,rade sectors increased the share of such loans, Keeping
on this pace, the loan investment sectoral concentration degree would
advance in future.

Figure 8. Loans to residents and structure of receivables, by economy
branches/sectors
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1. Industry, 2. Agriculture, 3. Construction, 4. Transport and Communications, 5.
Trade, 6. Public catering and other services sector, 7. Financial sector, 8.
Consumer sector. 9. Other branches

It is noteworthy that in line with economy formation and development
|process, the need in 1long-term loans gradually grows. Within the

reported period, the share of long-term loans in loan investments (one
year maturity and above) increased profoundly (9.4 percentage points)
Eo4iA s S el an'svakyasinave ra geMwilt T S SE7c atalma E Ui By Ean e
(whereas the market requires a longer-term maturity loans). A shortage
in “long money” 1is being currently observed in the banking system,

term funds is due to the absence of W lemey

institutions in the country, such as: private pension funds and 3

insurance companies, and launching of such institutions may only
promoteincreasingNliongs termMliendinegEacaiitthitcs)

In view of seeking 1long-term resources and ensuring lending to
economy in a long run, provision of long-term targeted loans through
bankshiunderiin fernasifonalitinancialprogransyapphai s cME b el h iy,
effectilvell ¥ Seyen ¥ banks cperating inArmeniaareMengagedi NN servilcing
loan projects being implemented in the country by the German-Armenian
Fund, the World Bank, the European Bank for Reconstruction and
Development, the “Eurasia” Fund, the North-West Agricultural Services

Program (ASP), the International Financial Corporation, the National
Center for Assistance of Small and Medium-Size Enterprises, the UN
(Internatienal Migratiocn Fund) . These programs encempass almost ailll

the sectors of economy. As of December 31, 2004 the main lending

sector - 21.1%, food, industry - 8.3%, and serwvice sectorn - 8.0%.
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0.2% of overdue loans may be evidence to it. About 61.3% of loans
provided under such international programs have more than one year,
31.5% - from six months to one year and 7.2% less six months maturity.

Quality of loan portfolio

By maintaining previous year’s trends, the quality of loan portfolio
improved significantly over the reported period.

During the year, the non-performing loans and receivables (including
correspondent accounts) decreased by 33.7% and reached to 4.2 billion
drams, that of standard assets increased by 28.7% to 240.4 billion
drame. As & result, the share of standard loans and receivables
(including correspondent accounts) grew by 1.6 percentage points and
amounted to 98.3%.

Among non-performing assets, 20.7%_of such loans were owed by non-
residents, and 79.3% by residents. The share of non-performing loans
within resident lending investments was somewhat hilghen in
construction and consumer loan sectors, 4.3% and 3.7%, respectively.

BANKING SYSTEM FINANCIAL OUTCOMES

Banking system profitability

The retained earnings of the banking system amounted to 17.2 billion
drams, of which 6.9 billion drams belonged to Armcommunication bank

(profit of this bank was almost entirely formed on account of repaid
losses accumulated over the proceeding periods) .
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In 2004, 17 banks made profits, while three incurred losses.
Retained earnings of banks ended the year with profits, amounted to
18.1 billion drams, and those who ended the year with loss, the total
loss amounted to 930 million drams.

Figure 9. Profitability by 16 profitable banks
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banking system’ return on assets (the ratio of retained earnings to
average annual assets) was 3.2%, and while return on capital (the
ratio of retained earnings to average annual capital) was 18.4%,
compared to 2.75%5 and 14.4% for 20083! respectively. The net cpexrational
margin of the banking system was 4.5% during the year’.

The Herfindahl-Hirschman Concentration Index on profit of 16
profitable banks (without Armcommunication ,bank) declined by 0.08 and

became 005, as oppesed to 2003 This characterizesh the ‘ease’ of
system’s profit concentration among profitable banks.

Banking system expense and income structure

° To make a clear and comparable understanding, the system profitability is represented

on account of returns.
’ The net operational margin is equal to the ratio of the sum of net interest and non-
interest earnings over total assets.
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The considerably high growth of interest income resulted by
qualitative and quantitative increases in lending, and decrease of net
provisioning, mostly explain the high level of banking system’ profit
at the reported year, compared to 2003. Commercial banks this year

were especially active in credit market, where a marked
competitiveness between banks was observed. As it is already said, in
2004, increase 1in 1lending exceeded that of total assets, and

subsequently, the share of loans in total assets adequately grew. At
the same time, the gredit risk management level virtually upgraded.

As a result, interest income of the banking system gained from
provided to the economy loans grew by 28.7% (4.6 Dbillion drams)
compared to 2003, and the net expense in respect of possible asset
losses provisioning fell by 56.9% (1.8 billion drams).Within interest
income, the share of interest income Jfrom loans increased by 4.8

percentage points and amounted to 76.0%, and that from government
securities declined by 5 percentage points and made up to 11%.
Notwithstanding to the investment growth in government securities
reported during the year, the declined yield thereof caused the.
interest income on government securities_to fall by 17.4% (622 billion
drams), compared to the previous year, Within non-interest income_
structure this year, compared Etol 2003), a 47.0% rate of growth (1.2
billion drams) in income gained from foreign exchange purchase and_
sale was reported. Income on commissions collected from banking system
declined, compared to 2003, by 10.6% or 906 million drams (due to
Anelik bank’s Moscow branch reorganization into a daughter company;
this item thereof, in the reported year, is included into another
artiele, namely “Return on investments .in other organizatiems/”) . Tf
the commissions of this daughter bank were regarded, as they were done
in the previous year, an income growth of 24.9% (2.1 billion drams)

with respect to total commissions of the system would be attained this

A share of 58.3%, within interest expense, belonged to interest
expenses made toward time deposits. Such expenses increased compared
to 2003 by 6.1% (277 billion drams) .

° To make a clear and comparable understanding, the expense and income structure of the

system is represented forl9 banks (without Haykapbank) .
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Within non-interest expense, @accrued wages and equal to them

payments, which have 38.8% share in non-interest expenses, increased
compared to the previous year by 29.7% (1.7 billion drams), and number
of banking employees grew by 8.6%. This comes to prove that the annual
average salary in the banking system grew throughout the year.

Thus, compared to 2003, the gross income in the reported period grew

by 17.9% to 8.7 billion drams, and gross expense ,increased by 9.9% and
reached to 4.0 billion drams.

In the structure of gross income, the interest income compared to
2003 increased by 20.5%, non-interest income by 17.4% and recoveries

Figure 10. Banking system income and expense
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On the expense sgide, interest expense compared to 2003 grew by

12.2%, non-interest by 18.7%, and expense made for possible asset loss
provisioning remained almost unchanged, growing by 0.1%

gross income, and the share of non-interest expense in gross expense.

Figure 11. Banking system income and expense structure
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PAYMENT AND SETTLEMENT SYSTEM

During the review year, non-cash payments on the territory of
Armenia grew by 15% and amounted to 3516 billion drams.

Non-cash payments performed in Armenia mostly through credit card
payment instruments represent 99.5% of total volume and 99.0% of total
number of such payments (of which 58% of volume of payment instruments
and 66% of number thereof were electronic payment_orders), and the |
volume of debit instrument payments made up to 0.5% of total payments,
and number thereof - 1%.

Number of cards provided by the banking system increased over the

year by 785 ‘and ameunted tol 108L 98 theousandsi i Thel 438 of Nthellserviiced J,,/{Deleted: dram

cards were ArCA cards, 42% - VISA cards, and 15% - MasterCards and
other international cards. As of December 31, 2004, in circulation
were about 47 thousand ArCa cards, 46 thousand VISA cards, 3 thousand
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MasterCards, and 13 thousand other international cards. Fifteen
commercial banks operating in Armenia are engaged in issuing and
servicing plastic cards, of which ArCa cards were issued and serviced
by 13 member banks of the system. Respectively 6 banks and 8 banks
became members of MasterCard and VISA international card payment
systems. In 2004, 98.8 Dbillion drams worth transactions were
implemented through plastic cards in Armenia, which is by 68% more

than the previous year. The jaumber of plastic cards transactions was _

UNISTREAM, EXPRESS__and other payment .svfs;gmsﬁ.ﬁ7Ir37729947,77y917qm7e7707f:
transactions from abroad to Armenia via these systems increased by\
8.5% and totaled 190 billion drams, and volume of transactions from
Armenia to abroad grew by 59% and amounted 29 billion drams. Number of
transactions implemented throughout the year was 763.7 thousand, of
which 723.3 thousand were transactions to Armenia, and 40.3 thousand -
to the foreign countries.

Within 2004, the largest share of the total volume of inflowing and
outflowing money transfers was held (31.5% and 30.7%, respectively) by
the UNISTREAM system, leaving behind only the ANELIK system (with its
share of 23.3% and 19.7%, respectively). Whereas in 2003, this picture
was just on the contrary, the ANELIK was ahead of the list. However,
the major share of money transfers in Armenia by quantity of inflows
and outflows belonged to the ANELIK system (33.0% and 31.8%,
respectively), and then to the UNISTREAM system (with 22.4% and 25.0%,
respectively) .

As of December 31 2004, the number of banks as members of the

outstripped the previous year’s indicator by 44%, while transfers from
abroad, by 42% and amounted 3092 billion drams and 3075 billion drams,
respectively. International transfers by commercial banks were also
performed through FASET, TELEX and FAX, with total amounts of
transfers to abroad and to Armenia totaling 46 billion drams and 53
billion drams, respectively.
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BANKING SYSTEM FINANCIAL RISKS

Financial risks facing the banking system are currently within
manageable limits.
Analysis and assessment of the financial risks of Armenian banking

system shews! Ehat the credif riskinigigtilllimportantiiassuel forlithel l - | Deleted: , which derives a
banking system. privileged importance in the
4 . q 5 q current banking system,
Previous downward trends of credit risk continued during the year. remains one of the key

The share of, non-performing ,Joans and receivables in total loans and |~ [challenges

receivables fell by 1.6 percentage points and made up 1.7%. Non- |- \‘[Deleted:downward
.
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totaled 1.4 billion drams.

Regarding foreign exchange risks, it is pivotal that, throughout the
reported period, notably high fluctuations of the Armenian dram
exchange rate vis-a-vis other currencies were marked. In 2004, the
Armenian dram appreciated by an annual average of 7.8% against US
dollar, and as at December 31, 2004 compared to the same period of
2003, the Armenian dram appreciated by 14.2% across the named
currency.

In 2004, total loss to banks due to the fluctuations of the dram
exchange rate vis-a-vis other currencies was 428 million dram making
upl 0.7% of the requlatery capital of Ehe banking system.Asas resuilt
of forex revaluation, 16 banks incurred loss, and 4 gained profit.

Meanwhile, 1t ds crucial Ethat the banking system' has carned 317 J,/—”{Deleted:yielded

billion drams income out of foreign exchange trading effected in 2004.
As of December 31 2004, the gross forex position of the banking system
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was 7.3%, while the open position for second group _(non-convertible)
currencies was 1.2% against the required 25% and 5% maximum_limits,
respectively.

The calculation through the VAR (value at risk) model shows that the
loss on foreign currency revaluation in 2005 will not most likely (95%
probability) outpace the 385 million dram ceiling. The deviation
degree of this evaluation from actual level is dependent on the degree
of changes in open forex positions since the calculations used the
open forex position data provided by banks as of December 31 2004.

- { Deleted: open position
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envisaged ,from 2005. Starting April 1 up to October 1, 2005, the ratio { Deleted: in

of the first group_ (convertible) currencies’ gross position of a bank _

may not exceed 20% of total capital, while, after October 1, 2005, it { Deteted: £orex

may not exceed 15% of total capital. Meanwhile, the open position for { Deleted: over the total
separate currencies may not be above 15% of total capital, starting o capital

Zpril 1 up to Octeber 1, 2005, after which thel ceiling willibe 105 of
total capital.

The liquidity risk of the banking systems is low since the system
has a considerable volume of high 1liquid, assets amounting 158.2

billion drams (44% of total assets). In 2004, the total 1liquidity
ratio fell by 1.0 percentage point to 47.1% at yearend. The increase
in demand liabilities reduced the current liquidity ratio during the
year by 2.8 percentage points Eto 98.7% at the end of the year.
Nevertheless, the total and current liquidity ratios are far higher

problems.

Regarding price risk issues, it 1is noteworthy that the acceptable
fluctuations of fixed assets prieces will not cause the banking system
to incur vast losses as a result of revaluation. To this respect, in
the event of 10% decrease and/or increase of market prices of the
fixed assets, the banking system loss and/or profit will make up 3.4%
of the total capital. At yearend, the fixed assets of the system was
about 22 billion drams, while the amount of seized real estates owned
totaled 0.7 billion drams. Investments in non-government risk-bearing
securities at end-year amounted to nearly 4 billion drams, and if the
prices thereof decrease or increase, say, by 10%, the system loss
and/or profit will make 0.6% of the total capital.
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Reviews 1in the interest rate risk area shows that the banks’
exposure to such a risk 1s not that high. Asset and 1liability
yaturities at banks @are not long-term, which enable banks to often

revise the interest rates along with the market changes. In the
meantime, interest rate risk evaluation through Duration model shows
that the average weighted maturity gap of assets and liabilities
represents a small positive value (nearly 1 year), which evidence that
market interest rate fluctuations will not much affect the economic
value of banking system capital. Calculations made through the model
prove that a 2% decrease of jyarket interest rates (on both assets and
liabilities) will increase the economic value of the banking system
capital by 452 million drams.

In 2004, interest income of the banking system exceeded the previous
year’s indicator by 24.5% mostly owing to rising low-cost demand
liabilities and highly profitable consumer and (trade loans. However,
it i1s key to note that interest income regarded as a basic source for
banking system income, and once the interest margin reduced the net
interest income of the Dbanking system would probably decrease
(meantime, if take into account the recent progressing trends of
demand 1liabilities, we may assume that even in such a scenario
interest risk is still far low).
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CREDIT ORGANIZATIONS OPERATING 1IN
THE TERRITORY OF THE REPUBLIC OF
ARMENTIA

During 2004, credit organization licenses have been granted to

“First Mortgage [Lompany" TLimited Liabilities Company, “Izmirlian
Eurasia” Limited Liabilities Company and “Cascade Credit” Closed
Joint Stock Company. At yearend, nine credit organizations were
operating in Armenia (with two branches), of which two ,[Jleasing
organizations, @ne  [Lreckly  Unkiem  emel gibr  dmmalwersedl el
organizations.

At present, crediit N organiizatalon'sSENd e vello PRI RN SN o DI D acle

demonstrating high activity particularly in credit and lease markets.
The average market interest rates of loans provided by credit
organizations surpass generally over those of commercial banks,
however, services proposed by credit organizations to wide circle of
Population are, as a rule, expected to be more accessible.

Total capital of credit organizations throughout the year added by
47.6% mostly due to statutory funds of three newly established credit
organizations. By the end of year, thel capital reached to 3.3 billioen
drams or made 5.0% of banking system capital.

Liabilities grew by 78.7% and reached to 2.4 billion drams or 0.8%
of the banking system liabilities. Borrowings from legal and physical
Persons amounted to 1.3 billion drams, at yearend. Funds attracted

from banks and other financial institutions totaled Eto 7898 bililien
drams by the end of vear.

Total assets of the credit organizations grew, over the year, by
59.3% (2.1 billion drams) and as of December 31, 2004 was 5.6 billion
drams or 1.5% of the banking system assets. Remarkable increases in
assets were recorded din respeect to glaims tg banks @ and loean

investments (including leasing),. Loan investments increased by 32.7%
and reached to 3.2 billion drams. 31% of total of allocated loans and
lease of credit organizations were provided to consumer sector, 27% -

to industry, and 11% - to agriculture.
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In 2004, the retained earnings of credit organizations was 155
million drams, return on assets was 3.9%, while on capital made up
6.3%.

THE PROSPECTS OF BANKING

SUPERVISION DEVEIL OPMEN

J,// Deleted: TRENDS OF
BANKING SYSTEMT

In order to evaluate banking supervision achievements, studies on
harmonization of banking supervision of Armenia with the Core Basel
Principles were carried out by the Central Bank, in 2004. Within this
research, subjects to review were: Armenian Dbanking legislation,

sublegislative, acts and guideline papers of the Central Bank, as well l = *[Deleted: al

as banking supervision and licensing procedures and policies being \\\[Deleted:advice

presently implemented by the Central Bank.

Research showed that the regulatory framework of Armenia’s banking
supervision was mainly consistent with the Core Basel Principles,
however, there were some inconsistencies recorded therein, and to

address them, the Central Bank will, fake, remedial measures, and will J, - { Deleted: ,

. . . . . . N -
continue well doing that in future. First group of issues discovered DN ‘[Deleted: starting 2003, had

thereon were related to consolidated supervision and collaboration

N
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among supervisory authorities, and the second group of issues were on B

launching corporate governance principles at banks. Regarding further \ [ Deleted: ,

improvement of banking supervision, possible ways sought to settle {Deleted:ould
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these key issues (see below).

Consolidated supervision and collaboration of supervising bodies

Pursuant to the Basel Principles, supervising bodies shall have

possibility tq carry out a direct or indirect supervision over bank ],/ {Deleted:be enabled to

hasiinightsiiteol superviiselonlyathelldaunghternorganilzatiionsaNTothils J —~/[Deleted:may
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the bank related persons into the supervision field, as well as to
| identify the “realy owners of the bank.

Unified Supervision System

In view of streamlining activities related to consolidated

supervision and <collaboration of supervisory authorities, and
especially, enhancing effectiveness of risk management and risk
minimization in financial market, a need to create a unified

unified supervision system within upcoming two years should be a key
priority issue. The unified supervision system assumes integrating the
different sectors’ (banking, insurance and securities circulation)

RifsissMarEiisin o toMnditvhatdiaiipaiktaicipantsMo B nancilalMnaske A S CE
largely the activities of other participants therein. In this context,
a particular importance 1is given to establishment of wunderlying
requirements for all the participants of financial market, making all

thel milskstavaiillablesiin' Financialimarketvilsibille N fort SUperviAisingbodyz, i

ensuring a horizontal equal development for all the participants, all
structure.

Sound and effective supervision over financial markets practiced
worldwide, necessitates by far the need of introducing a wunified
supervision system in Armenia within a maximum short period.

With introduction of a unified supervision system, administrative
costs of financial supervisory authorities would reduce to a minimum,
thereby, enhancing the cost-effectiveness.

Corporate Governance Principles
At present, at almost all banks operating in Armenia a lack in

internationally accepted corporate gevernance principles is observed.
This fact implies serious risks, since the present management practice
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and traditions fail to ensure bank transparency and protect interests
of small owners and other investors, in addition to this, gcontrol
mechanisms of banks are not efficient or are not in place. Within the
context of further Dbank supervision improvement, introduction of
corporate governance principles is regarded as a strategic issue. To
enhance management quality at banks, the Central Bank has drafted a
Corporate Governance Concept Paper, being initiated still in 2003. In
this paper the corporate governance approaches .,n banks were properly
presented, having been discussed among bank managers, bank association.

and international experts. On finalization of the conclusions,
legislative changes will be made to the 1laws regulating banking

concept paper.

The mission of the IMF/World Bank Financial System Assessment Program
(FSAP) reviewed the 2000 Financial System Stability Assessment (FSSA) of
Armenia in February-March, 2005. The FSAP mission’s views on banking system

improvements achieved within a period between two missions were positive.
=M . . = = =1 =l = J = L = 11

underdeveloped, and there is need, fox ssupervision development of this field.
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On the contrary, it marked tangible achievements 1in financial system
improvements with regard to revision of banking legislation, establishment
of credit registry, deposit insurance schemes and other issues.

It was noted that after bank liquidations 1in 2001-2002 the public
confidence toward banking system was recovered, and banking system continued
to develop in a rapid pace. Financial Stability Indicators (FSI) proved the
positive shifts in the areas of banking system capital adequacy, liquidity
and profitability. The assessment emphasized that within the fast developing
economic environment, the banking system, because of low level of financial
dntermediatien, st TicEno N Eha teN focall N Do nt N thatNcolllldp LomoEEMECMERE
economic development.

Although the progressive loan investment advancements over 2-3 past years
have been crucial for further expansioen off financial  intermediatioen,
nevertheless, they need to be carefully monitored in order to avoid possible
losses on credit risk. It 1s central to establish risk assessment
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deficiency of corporate governance principles.
The FSAP mission made suggestions mainly covering the following areas:

e carry out risk macroprudential analysis and set financial stability‘***‘[Formatted: Bullets and Numbering

objectives;
e introduce corporate governance principles through making appropriate

amendments to the laws;

Deleted: collaboration
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e establish ythe wonsolidated supervision system and promote collaboration -
between supervisory authorities;

e ensure higher protection of rights of supervisors;

e support further development of the risk-based supervision.
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Introduction of corporate governance principles aims also at

formulating new approaches of risk management at banks. The New Basel
Accord (Basel 2) is under a primary focus of supervisors and financial
organizations all over the world. By introducing the Basel-2 new
horizons for the risk management and further improvement of
supervision will be certainly opened. The Basel 2 Accord proposes a
rather flexible system of bank risk assessment and contributes much to
enhancing the risk management effectiveness within banks.

Already in the late 90-ies the Basel 1 (the 1988 Basel Accord) has lost
its effectiveness throughout its ten years of activity. This fact was due,
first of all, to advancements achieved in financial markets and instruments,
which enabled a sound risk transfer through using new instruments of capital
market (e.g. securitization), regardless the actual requirements of capital.
Studies made in line with improvements in risk management systems showed

that the capital requirement on some assets sometimes exceeded the ygconomic

== { Deleted: commercial

capital necessary for "“covering” that risk, or underestimated it. Already
in 1998, active discussions were held at the Basel Committee toward making
steps to developing a new Basel Accord (Basel 2). The Basel 2 Accord does
not give the bare definition of capital requirement, but it places a major




systems, applicable possibly not only in G-10 countries.
The New Basel Accord incorporates three large components:
1. Minimum capital requirements
2. Supervisory policies and procedures
3. Market discipline

the standard table of risk weights for calculating the capital requirements
on credit risk, being in use now, will be replaced by appropriate £7i§}7<7\
weights calculated by banks. This means that each bank shall be able to
calculate independently its minimum size of capital adequacy based on
historical series and models.

Under Basel 2, the customer rating of a bank shall be evaluated by the

bank itself, and the risk weights appropriate to this rating shall be
assigned by the bank as well. The supervisory body shall approve solely the
rating systems or methods to be applied by the bank. These new supervisory
policies and procedures will require that the Central Bank supervisory
capacities, be sharply broadened. Meantime, the Accord .,Stresses the banks

In general, a series of banking supervisory issues @are reviewed and

highlighted, First, the banks may manage the risks in a more effective

manner than the supervisors. Second, market and market discipline will gain
much more benefit in bank regulation and supervision areas.

The core of the Central Bank measures taken to address the bank
supervision improvements is actually the launching of Basel 2 core
principles in Armenia. In risk management area, a number of financial
risk assessment methodologies have already been drafted by the Central
Bank being currently applied at on-site inspections. These
methodologies are expected to transfer to banks in nearest future, and
to support the introduction thereof seminars are to be organized at
banks.

Financial stability system
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Formation of financial stability system is one of the strategic
objectives for the Central Bank. The idea is to form such a system

for ensuring a sustained development of the financial system.

Recent developments and integration of financial instruments and
markets, as well as financial crises challenged different countries,
have urged almost all the government authorities in the world, except
studying the separate parts of financial system, while developing
policies to be concerned also with and pay a key attention to the
financial stability of the country as a whole. The network of
financial services are spread everywhere and the consequences of
financial instability could harm everyone or even paralyze whole
economy. Moreover, sound financial policies implemented by one country
at present level of globalization could become unable to struggle
against financial instabilitiy inflows from partner or Dborder
countries.

And Armenia 1is mnot isolated from these problems. High pace of
economic development and accelerated inflow of remittances from abroad
create grounds for paying more profound attention to the activities
taking place outside of Armenia, but which could have undesirable
effect on financial stability of the country.

With the aim to characterize the financial stability of Armenian
economy, as well as for defining and periodic monitoring of the
factors important for financial stability, the Central Bank of Armenia

prepared a concept paper named “The Framework for Safeguarding
Financial stability” . The Central Bank of Armenia choose the

safeguarding of financial stability as a strategic issue and a lot of
work is going to be done in coming future with the aim of formulation
of effective and efficient safegquarding framework.

The financial stability framework assumes the system of mechanisms
aimed primarily for identification, analysis and assessment of risks
dangerous for stability of financial sector of the country. New
mechanisms are going to be designed and old ones to be reviewed in
line with the development of the framework. The safegquarding of

financial stability assumes the analysis of macroprudential risks of
different sectors of econom financial real exteranl the

58

- {Deleted: Although this system

X ~
NN ‘[Deleted: core
N

N\
\\\{ Deleted: ,

\[ Deleted: however, it

I




identification of risky areas and linkagec he sses¢ of risks




60



Page 14: [1] Deleted Vahe 26/07/2005 11:06:00 AM
Manual on Examinations at Banks









s .

Armenia Commercial Banks and their branches

Appendix 1

Commercial Banks Branchos
31.12.2003 31.12.2004
1 | ArmSavingsBank Lol il
2 | ArdshinInvestBank 61 49
3 | ArmEconomBank 24 27
4 | Artsakh Bank akal 11
5 Converse Bank 8 13
6 Agricultural Cooperative Bank of Armenia 8 i@
7 | UniBank 5 6
8 | Anelik Bank 5 6
9 | AreximBank 4 4
10 InecoBank 2 2
11 | ESBC Bank Armenia il L
12 | Promethey Bank i il
13 | ArmImpexBank -
14 | Armenian Development Bank -
15 | ArmInvestBank =
16 | Mellat Bank =
17 | Emporiki Bank-Armenia -
18 | International Trading Bank -
19 | InterInvestBank = ak
20 | ArmcommunicationBank 1 1
Total 232 233
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Survey balance sheet

Appendix 2

indicators of the banking system

Thousand AMD
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1 2 3 4 5 6 7/
Cash D 3606798 4826950 33.8% 4782057 =) 2K 4769502 =), 25
as
E 10491205 12551870 19.6% 14371238 14.5%| 14488390 0.8%
Correspondent account and D 19168368 20734143 8. 2%l 18235146 =iz A% 5557 15655
reserve requirements
balances E 41142638 62396975 51.7% 58720735 -5.9%( 63091023 7.4%
Government securities 31232848 31311092 0.3% 33766807 7.8%| 36336093 7.6%
Liabilities on securities . . =
purchased under repo D -4439701| -2491066| -43.9%| -3521000| 41.3% 9| 206, 6
agreements and foreign
currency purchased under "
currency swag F 0 = = 76650 = 57270628647 1%
Repo agreements ( exluding D - 288000 - ol 100.0%
inter-bank repos)
F = 0 = 0 =
Deposits with the Central D 0 100000 - 4474270| 4374.3%| 2590512 -42.1%
% Bank F - 0 .| 267245 =
2 . . D 68093 652247 857.9% 1014215 55.5% e 48.8%
< |Deposits with banks
E 19691399 22950759 16.6% 25259881 10.1%| 20033891| -20.7%
D 19057449 32482437 70.4% 31097575170) -2.2%| 36841931 ISR 0%
Loans to economy
E 65428081 66257317 1.3% 75325008 13.7%| 82467663 9.5%
erE (G Teml meloiEed D 405821 1375962| 239.1%| 1295177| -5.9%| 1506867| 16.3%
paztiesiandibankienployeed F 4093297 2360374| -42.3%| 2076315 -12.0%| 1807299| -13.0%
Allowances for asset losses -3936700 -2996054( -23.9%| -3390997 13.2%( -2885855( -14.9%
Other assets 13420131 7651633] -43.0% 7066628 -7.6% 8346244 18.1%
. D 548761 785522 43.1% 885622 12.7% 942878 6.5%
Interest receivable
E 1938581 800162| -58.7% 990489 23.8% 1033602 4.4%
Fixed assets 15267624 15818497 3.6% 16657160 5.3%| A7BLEAE7 525
Other securities 4355297 461429 -89.4% 18143840| 3832.1% 3379439( -81.4%
Leasing, factoring 1628693 4119383 152.9% 4231278 2.7%| 4100897 -3.1%
Total balance sheet assets 243168682| 282149632 16.0%| 311681068 10.5%( 310971950 -0.2%
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il 2 3 4 5 6 9/
D 667542 382245 -42.7% 811790| 112.4% 561914 -30.8%
Bank correspondent accounts
E} 3599771 2600224 -27.8% 3146675 21.0% 4848988 54.1%
Demand liabilities of D 27921581| 31940690 14.4%| 27712320[-13.2%| 29158684 5.2%
individuals and legal
entities 13 56591321 78466297 38.7% 83843591 6.9% 85075071 1.5%
. D 8105000 9050000 i, 7 9650060| 6.6%| 12647000 SR
w | Liabilities to banks
o F 12602500 7288727 -42.2%| 24330014)|233.8%| 11269168| -53.7%
-
2 . - D 3757978 4137482 10.1% 4509844| 9.0% 4579926 1.6
m| Term-deposits of individuals
o F 39458301| 45550489 15.43| 47649709 4.6%| 46398578 -2.6%
8| Term -deposits of legal D 6618260 9860212 49.0% 9860212 0.0% 9273167 -6.0%
gillencic s F 20547238| 19739552 -3.9%| 19739552| 0.0%| 22051344| 11.7%
Other liabilities 23318357 23553066 1.0% 26471243| 12.4% 28101729 6.2%
D 399006 371293 -6.9% 381887 2.9% 398142 4.3%
Interest payable
E 1045613 771364 -26.2% 862107| 11.8% 867750 0.7%
Total balance sheet
liabilities 204632468 232036320 13.4%| 258969004| 11.6%| 255231461 -1.4%
Paid-in capital 34736349 36769005 5.9% 37050340 0.8% 37925091 2.
General reserves 4119766 4242383 3.0% 4243145| 0.0% 5121041 20.7%
| Bank’s own shares purchased
a back -341562 0| -100.0% 0 - 0 -
] Reca?UEd current period -1877830 6480851| -445.1% 3705382| -42.8% 4320180 16,6%
earnings N N
(loss) previous period -673598 614693| -191.3% 4948017| 705.0% 4785896 -3,3%
Total balance sheet equity 38536214 50123313 30.0%| 52712064 5.2%| 55740489 5.
Collateral received 193418611 236507065 22.3%| 240530783| 1.7%| 266056452 10.6%
Including: government
securities 5994284 5598668 -6.6% 4900617|-12.5% 5599667 14.3%
Guarantees received - 31900992 - 36191820 13.5%
loans 18332634 9917368 -45.9% o940l S1ras 10098456 Sl 3%
[} ;
8 Written off |yreceivables 6348902 3712817 -41s5% 3646376 -1.8% 3590570 -1,5%
z interests 20779121 5363307 -74.2% 5061682| -5.6% 4962317 =2,0%
Guarantees issued 6039997 4987041 -17.4% 4632028 -7.1% 5352760 1565
Collateral total 2726509 835540| -69.4% 362000| -56.7% 1380447| 281,3%
provided Including:
government
securities 1126489 835540| -25.8% 362000| -56.7% 1308901| 261,6%
Note
Total number of banks under
general supervision 20 19 19 19
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Survey balance sheet indicators of the

(to be continued)

Appendix 2

banking system
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Cash D 5800885 21.6% 6964968 20.1% 6964968 2138018 44.3%
as.
F 22005194 51.9%| 17745627| -19.4%| 17745627| 5193757| 41.4%
Correspondent accounts and D 21182250 14.2%| 25378491| 19.8%| 25378491| 4644348 22.4%
reserve requirements balances F 75063615 19.0%| 87855477| 17.0%| 87855459| 25458502 40.8%
Government securities 36296092 -0.1%| 36596314 0.8%| 36596314 5285222 16.9%
Liabilities on securities D -4934500 -| -3935425| -20.2%| -3935425| -1444359| 58.0%
purchased under repo
agreements and foreign
currency purchased under F -562333( -90.2% -301561( -46.4% -301561 -301561 =
currency swap
Repo agreements (without D 400000 - 20000 -95.0% 20000 20000 -
inter-bank repos) F 0 - 0 - 0 0 _
X . D 0| -100.0% 2583338 - 2583338 2483338(2483.3%
Deposits with the Central Bank
o F 0| -100.0% 0 - 0 0 -
D
Q . . D 2635244 74.6% 2464560 -6.5% 2464560 1812313 277.9%
@ |Deposits with banks
P F 19726159 -1.5%| 11614200| -41.1%| 11614200(-11336559| -49.4%
D 38952750 5.7%| 40510627 4.0%| 40510627| 8028190| 24.7%
Loans to economy
F 90655250 9.9%| 94956687 4.7%| 94958201| 28699370| 43.3%
Loans to bank related parties D 2009938 33.4%| 1468646| -26.9%| 1468646 92684 G755
andibankfemployees F 1617435 -10.5%| 2227656| 37.7%| 2227656 -132718| -5.6%
Allowances for asset losses -3825223 32.6%| -3802564| -0.6%| -3805466 -806510 26.9%
Other assets 8671960 3.9% 8488322 -2.1% 8430001 836689 10.9%
. D 962593 2.1% 1039638 8.0% 1039718 254116 32.3%
ale@EizEElE eyl
F 1099176 6.3% 1075739 -2.1% 1072627 275577 34.4%
Fixed assets 18293548 4.4%| 21955412 20.0%| 21955413 6136915 38.8%
Other securities 602212 -82.2% 3962181 557.9% 3962181 3500752 758.7%
Leasing, factoring 4079193 =0, 5% 4761969 16.7% 4761969 642586 15,65
Total balance sheet assets 340731438 9.6%| 363630302 6.7%| 363567544| 81480670| 28.9%




8 9 10 11 12 13
D 260221| -53.7% 286086 9.9% 286086 -96159| -25.2%
Bank correspondent accounts
F 6201054| 27.9% 5733448| -7.5% 5733448| 3133224| 120.5%
Demand liabilities of D 31995836 9.7%| 35051841 9.6%| 35051842 3111151 9.7%
individuals and legal entities| p [ 101414717 19 100524983| -0 100524984| 22058686| 28.1%
« O D 15947988| 26 15108981| -5 15108981| 6058981 67.0%
o |Liabilities to banks
1 F 8993867| -20.2% 7827080| -13 7827080 538353 7.4%
o
A . e D 4619851| 0.9% 4847757 4. 4847757 710275 17.2%
= | Term-deposits of individuals
-E F 45685991| -1. 48473761 6.1%| 48473761| 2923272 6.4%
® | Term-deposits of legal D 6019199|-35.1%| 10251411| 70.3%| 10251411 391199 4.0%
= |entities F 30571813| 38.6%| 35407063| 15 34120419| 15667511 79.4%
Other liabilities D 28599730 1. 33984896| 18.8%| 35312641| 10431831| 44.3%
. F 394923| -0.8% 428400 8.5% 428398 57107 15.43%
Interest receivable
D 880539| 1. 969285| 10.1% 969097 197921 25.7%
Total liabilities F | 281585729 10. 298894992 6.1%| 298935905| 66858673 28.8%
Paid-in capital 38465846 1.4%| 40134956 4.3%| 40134956| 3365951 9.2%
General reserves 5121040| 0.0% 5161084 0.8% 5161084 918701 21.7%
3«- Bank’s own shares purchased
A | back 0 - 0 0 0 -
ES - -
[g' Retained | Current period 7407191| 71.5% 17259715| 133.0%| 17182041| 10778865| 166,3%
earnings
(loss) Previous period 4294957 -10.3%| -2857403|-166.5%| -2857405| -3472096| -564,9%
Total balance sheet equity 59145709 6.1%| 64735310 9.5%| 64631639| 14621998 29.2%
Collateral received 285136948 7. 304446478 6.8%| 304446478| 67939413 28.7%
Including: government
securities 4556307 -18.6% 4768657 4.7% 4768657 -830011| -14.8%
Guarantees received 39225529| 8.4%| 50957543| 29.9%| 50957543| 50957543 -
Loans 9314824| -7. 9284120 -0.3% 9282606 -633248 -6,4%
[} Written . -
D off Receivables 3315948| -7.6% 3388264 2.2% 3388264| -324553 -8,7%
o
Z Interests 4386396 -11 4258866 -2.9% 4258841| -1104441| -20,6%
Guarantees issued 6963235| 30 5835763| -16.2% 5835763 848722 17.0%
Collateral total 1177371| -14.7% 9561007| 712.1% 9561007| 8725467| 1044,3%
o Including:
provided | government
securities 1108480| -15.3% 1535702| 38.5% 1535702 700162 83,8%
Note Total number of banks
under general supervision 19 20 20
D - in drams (AMD) F - in foreign currency (FC)
* 2004 endyear indicators include final adjustments <***‘[Formatted: Bullets and Numbering ]
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Appendix 3

Armenian Commercial Banks - Survey balance sheet indicators structure
' ' '
IN © oo « + ™ « o -
o o oo o oo o oo
. . 0 . . 0 .. . 0 ..
N N [ X N al o~ o o m
— o S o g o dod
8) ™ Ueom « Umen @ Ueom
1 2 5 4 5 6 i
D 1.5% 173 0.2% 1.5%| -0.2% 1.5% 0.0%
Cash
F 4.3% 4.4% 0.1% 4.6% 0.2% 4.7% 0.0%
Correspondent accounts and reserve D 7.9%| 7.3% -0.5%| 5.9%| -1.5%] 6.0%] 0.1%
requirements balances F | 16.9%| 22.1%| 5.23| 18.8%| -3.3%| 20.33%| 1.4%
Government securities alp) B alalalssl] Al g5l Al || =058 alal 7ty 055
Liabilities on securities purchased under
repo agreements and foreign currency D -1.8%] -0.9% 0.9%| -1.1%) -0.2% 0.0% 1.1%
purchased under currency swap
A 0.0% 0.0% 0.0%| -0.2%| -0.2%| -1.8%| -1.6%
. . D 0.0% 0.0% 0.0% 0.1% 0.1% 0,05 =015
Repo agreements (without inter-bank repos)
F 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
. . D 0.0% 0.0% 0.0% 1.4% Lo ¢y 0,65 =0.G%
Deposits with the Central Bank
w F 0.0% 0.0% 0.0% 0.0% 0.0% ©,al55 (0) 1L
o)
. . . D U058 @2k .28 0.5 0.08] 055 0.25
w |Deposits with banks
< F 8.1% 8.1 0.0% B,al% 0.0% G55 =l
D 7.8%| 11.5% o755 AW.AG|| B akal LBk 7%
Loans to economy
13 26.9%| 23.5%( -3.4%| 24.2% 0.7%| 26.5% 2.4%
Loans to bank related parties and D 0.2% 0.5% 0.3% 0.4%| -0.1% 0.5% 0.1%
employees E 1.7% 085 (F =0l 8% .75 @25 0,65 =015
Allowances for asset losses =168 Sl g .65 =il il .05 =08 W) 2
Other assets 5.5% 2.7%| -2.8% 2.3%| -0.4% 2.7% 0.4%
. OFS2:3] 0,25 OFFES OFES 0.0% )5 25 0.0%
TalEErepiE weeEilvElale
F 0.8% 0.3%| =0.5% 0,35 0.0% 0.3% 0.0%
Fixed assets 6.3% 5.6%| -0.7% 5.3%| -0.3% 5.6% 0.3%
Oienee Feeibeslizil s 1., 6 0.2%| =1.6% 5.8% 5, 7% oo a8 =475
Leasing, factoring 0.7% 1.5% 0.8% 1.4%| -0.1% 1.3% 0.0%
Total balance sheet assets 100.0%|100.0% 0.0%[100.0% 0.0%(100.0% 0.0%

[
N
w
'S
[}
o
~




Liabilities

Equity

D 0.3% 0.2% -0.2% 0.3% 0.1% 0.2%| -0.1%
Banks correspondent accounts
F 1.8% 1.1% -0.6% 1.2% 0.1% 1.9% 0.7%
Demand liabilities of individuals and D 13.6%| 13.8% 0.1%| 10.7%| -3.1%] 11.4% 0.7%
legal entities F | 27.7%| 33.8%| 6.2%| 32.4%| -1.4%| 33.3%| 1.0%
L D 4.0%| 3.9%| -0.1%| 3.7%| -0.2%| 5.0%| 1.2%
Liabilities to banks
F 6.2% 3.1% -3.0% 9.4% 6.3% 4.4%| -5.0%
) o D 1.8%| 1.8%| -0.1%| 1.7%| 0.0%| 1.8%| o0.1%
Term-deposits of individuals
F 19.3% 19.6% 0.3% 18.4% -1.2% 18.2%| -0.2%
) . D 3.2%| 4.2%| 1.0%| 3.8%| -0.4%| 3.6%| -0.2%
Term-deposits of legal entities
F 10.0% 8.5% -1.5% 7.6% -0.9% 8.6% 1.0%
Other liabilities D 11.4% 10.2% -1.2%| 10.2% 0.1% 11.0% 0.8%
F 0.2% 0.2% 0.0% 0.1% 0.0% 0.2% 0.0%
Interest receivable
D 0.5% 0.3% -0.2% 0.3% 0.0% 0.3% 0.0%
Total liabilities 100.0% [ 100.0% 0.0%|100.0% 0.0%]100.0% 0.0%
Paid-in capital 90.1% | 73.4%|-16.8%| 70.3%| -3.1%| 68.0%| -2.2%
General reserves 10.7%| 8.5%| -2.2%| 8.0%| -0.4%| 9.2%| 1.1%
Bank’s own shares purchased back -0.9% 0.0% 0.9% 0.0% 0.0% 0.0% 0.0%
Retained Current period -4.9% 12.9% 17.8% 7.0% -5.9% 7.8% 0,7%
earnings
(loss) Previous period -1.7% 1.2% 3.0% 9.4% 8.2% 8.6%| -0,8%
Total balance sheet equity 100.0% [ 100.0% 0.0%|100.0% 0.0%|100.0% 0.0%
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Appendix 3

Armenian Commercial Banks - Survey balance sheet indicators structure
(to be continued)

- <:‘<l‘ - ;‘ﬂ‘ * QI'M
o oo o oo * oo
0 o .. . o .. purt o ..
o oo v N oN o W o oN o
o goo ~ g-o < 3 g
B © . . . @ . o & @,
o 0o = Lo o o g
] Umm ™ Umm N o Uemm
8 9 110) iLil, 12 il
D 1.7% 0.2% 1, &5 0.2% 1,85 0.2%
Cash
F 6.5% 1.8% 495 =il o 4.9% 0.4%
Correspondent accounts and reserve D 6.2% 0.2% 7.0% 0. 7.0% -0
reserve requirements balances F 22.0% 1.7% 24.2% o 24.2% 2.0%
Government securities 1073 =1 0% 103l =0 10, L8 =1L @5
Liabilities on securities purchased D -1.4% =il =1l 0.4 -1.1% -0.2%
under repo agreements and foreign
currency purchased under currency swap
F -0.2% 1.7% -0 @) o 2LE -0 =), 2LE
Repo agreements (without inter-bank D 0.1% 0. 0.0% -0. 0 0.
zepos) F 0.0% 0.0% 0.0% op 0.0% 0.0%
) . D 0.0% -0.8% 0.7% 0.7% 0.7% 0.7%
Deposits with the Central Bank
© E 0.0% -0.1% 0.0% 0.0% 0.0% ®), (03
3 . . D 0.8% 0.3% 0.5 -0.1% O, 7% 0.4%
u | Deposits with banks
2 F 5.8% -0.7% 3.2% -2.6% 3.2% -4
D 11.4% S04y AL Al -0.3% AL, 115 -0.4%
Loans to economy
I 26.6% 0.1% 261 =0 .5 26 5115 2
Loans to bank related parties and D 0.6% 0.1% 0.4% -0.2% 0 -0
employees E 0.5% S0 0.6% 0,153 0.6% -0.2%
Allowances for asset losses =il aly S0 2% =il OJs =i, 0% 0.0%
Other assets 2.5% -0.1% 2.3 =0 2.3% -0.4%
. 0.3% 0.0% 0L 3% 0.0% 0, 3% 0
Interest receivable
F 0.3% 0.0% ), 255 0.0% 0.3% 0.0%
Fixed assets 5.4% -0.3% 6.0% 0.7% 6.0% 0.4%
Other securities 0.2% -0.9% 1.1% 0.9% 1.1% 0.9%
Leasing, factoring 1.2% =0, Al%5 il 25 0.1% L o &7 =0, 255
Total balance sheet assets 100.0% 0 0% 1= Q003 0.0%| 100.0% 0.0%
8 &) 10 aLil 12 g
1 4| Banks correspondent accounts D 0.1% -0.1% 0.1% 0.0% 0.1% -0.1%




F 2.2% 0.3% 1.9% -0.3% 1.9% 0.8%
Demand liabilities of individuals and D 11.4%| -0.1%) 11.7% 0.4%| 11.7%| -2.0%
legal entities F 36.0% 2.7%| 33.6%| -2.4%| 33.6%| -0.2%
D 5.7% 0.7 5.1% -0.6 5.1% 1.2%
Liabilities to banks
F 3.2% -1.2% 2.6% -0.6% 2.6% -0.5%
. o D 1.6%5| -0.2% 1.6% 0.0% 1.6%| -0.2%
Term-deposits of individuals
F 16.2% -2.0% 16.2% 0.0% 16.2% -3.4%
. o D 2.1% -1.5% 3.4% 1.3% 3.4%| -0.8%
Term-deposits of legal entities
F 10.9% 2.2% 11.8% 1.0% 11.4% 3.3%
Other liabilities 10.2% -0.9% 11.4% 1.2% 11.8% 1.2%
X D 0.1% 0.0% 0.1% 0.0% 0.1% 0.0%
Interest receivable
F 0.3% 0.0% 0.3% 0.0% 0.3% 0.0%
Total liabilities 100.0% 0.0% 100.0% 0.0% 100.0% 0.0%
Paid-in capital 65.0% -3.0%| 62.0% -3.0%| 62.1%| -11.4%
General reserves 8.7%| -0.5% 8.0%| -0.7% 8.0%| -0.5%
4? Bank’s own shares purchased back 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
3< Retained Current period 12.5% 4.8% 26.7% 14.1% 26.6% 13,7%
M | earnings

(loss) Previous period 7.3% -1.3% -4.4% -11.7% -4.4% -5,6%
Total balance sheet equity 100.0% 0.0%| 100.0% 0.0%| 100.0% 0.0%

D - in drams (AMD) F - in foreign currency (FC)

* 2004 annual data are represented in the table with respect to 19 banks acting within I
- III quarters under general supervision, and 20 banks within IV quarter as at yearend.

** 2004 yearend indicators include final adjustments
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Change in bank regulatory capital accounts
01.01.2004-31.12.2004

Appendix 4

Thousand drams

Amount at the |Amount during Amount at
beginning of the period the end of
period period
Total capital 45367401 14444926 SOENZS2 7
Tire 1 capital 43396303 10972682 54368985
Paid-in capital 36769004 2365957 40134956
Note: number of shares sold (pcs) 23792108 184201 2563409
General reserves 4243145 GEN7ICBIC) 5161084
Retained earnings 7047813 V2468215 14324638
Amounts deducted from Tire 1 capital 4643229 586064 522102I98)
Long-term subordinated lending = = =
Own shares repurchased by bank = = =
Intangible assets (except for that of
stipulated by Regulation 2) 497821 -298504 LD
Investments in other banks™ statutory
capital 817558 733601 1551159
Unused tangible assets 2418523 =787E3 2338740
Amount exceeding the balance value of
tangible assets and the balance amount of
core capital 412506 -412506 -
Capital investments on own and leased
fixed assets 496821 637897 ALILBAT/LE)
Other deductions - 5359 525
Tire 2 capital 1971098 6419918 8391016
Revaluation reserves 97910247 3020596 4999623
Reserve generated from FX differences due
to balance sheet consolidation - - -
Other reserves = 7929 =155 -9487
Long-term subordinated-borrowing - 3400880 3400880
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Non-resident participation in the

Appendix 5

bank paid-in capital

Thousand drams

31.12.02 Change 31.12.03 Change 31.12.04
during the during the
period period
Paid-in capital 34309252 2159711619 36506421 J2E5052 Bl98Y2RHE)
including: non-residents 16934088 131143 17065230 3923222 20988452
share of non-
residents (%) 49 4% -2 6% 46.7% 5. 95 52, 6%
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Commercial Banks Income and Expense

ppendixé6

Thousand drams

o o oo o o o o o oo
o ~ el o « © o o ~ e o
B - g o =) =) o = g
o o B o ° ° o o Sdd
™ ™ Uem L] ™ ™ " m U
1 2 3 4 D) 6 7 8 9

Interests from correspondent

accounts 284059 261917 -7.8% 40466 86280 148877 228767 228767| -12.7%

Interest received from

regsources allocated in the

Central Bank 423775 472784 11.6%| 139224| 289351 407313 541284 541284| 14.5%

Interest received from

resources allocated in banks

and other financial

institutions 630951 601887 -4.6%| 162874 318091 457294 604191 604191 0.4%

Interest received from loans

provided to economy 14502850| 15956529 10.0%| 4441036| 9374819| 14724855| 20529181| 20529181| 28.7%

Interest received from

overdraft 645131 491091| -23.9% 84265 153831 242207 317153 317153| -35.4%

Interest received from

credit cards 11980 40717| 239.9% 26813 51334 94115 140519 140519/ 245.1%

Interest received from T-

bills 3086299| 3583888 16.1%| 847725| 1632039| 2335348| 2961637| 2961637| -17.4%

Interest received from repo

agreements 319294 318642 -0.2% 37958 79153 122867 159818 159818 -49.8%

Interest received from _

leasing 5088 3645 -28.4% 0 0 0 0 0| 100.0%

Other interest income 935078 694014] -—25.73( 138860 280305 401978 516692 516692 -25.6%

Total, interest income, 20844505| 22426014 7.6%| 6131716| 12720572| 19654606| 27022186| 27022186| 20.5%

Interest paid on

correspondent accounts 76407 15173| -80.1% 4425 10088 29061 49614 49614| 227.0%

Interest paid on bank

accounts and demand deposits 458284 381196| -16.8%| 102725| 205648 318904 485684 485684| 27.4%

Interest paid on resources

from the Central Bank 485836 636953 31 aiz|l 73520 357756 605022 847003 847003| 33.0%

Interest paid on liabilities

on repo agreements 138478 32736| -76.4% 5301 19472 34230 42793 42793| 30.7%

Interest paid on resources

from banks and other

financial institutions 529891 343942| -35.1% 83003 160758 271677 390362 390362| 13.5%

Interest paid on time

deposits 5398720| 4512406| -16.4%| 1178644| 2334428| 3522813| 4788978| 4788978 6.1%

Interest paid on resources

from international

financial institutions 467239 303463 -35.1% 86569 177454 262421 286272 286272 -5.7%

Interest paid on overdraft 93 1335| 1335.5% 175 204 1059 1059 1059| -20.7%

Interest expense on deposit

insurance 0 225297| #DIV/0! 125529| 250645 384773 523675 523675| 132.4%

Interest on non-performing 1310935 557661| -57.5% 121042 255527 393087 474246 474246] -15.0%)|
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assets accrued

Other interest expense 292659 363138 24.1% 5099 19595 24277 27058 27058| -92.5%

Total, interest expense, 7373300 7373300 0.0%| 1973910 3952629 6068985 8275743 8275743 12.2%|

Net interest income 11675672| 15052714 28.9%| 4157806| 8767943| 13585621| 18746443| 18746443 24.5%J
1 2 3 4 5 6 7 8 g

Commissions received 7501599 8520639 13.6%| 1553871| 3395506 5400865 7619674 TEALEGEEY| Sl G

Income from guarantees,

acceptance and L/C

operations, and trust

management 296676 347919 17.3% 51845 118769 192459 277609 277609| -20.2%

Net income from hedging _

derivatives 218 3530| 1519.3% -14 -1176 0 -247 =2 el R

Net income from factoring 33498 68333 104.0% 49380 114037 190894 275912 275912| 303.8%

Income from investment with D7) 2]

other institutions 15355 54425| 254.4% 69707| 153675 491768 638498 638498 %

Net income from sSale of

Seeurities 112744 236431 109.7% 92902| 260556 375417 427445 427445 80.8%

Net income from FX purchase

and sale 2236048 2501603 11.9%| 747823| 1478752| 2519891 3693332| 3693332| 47.6%

Positive (negative) exchange

rate difference from EX

revaluation -120092 -513863 327.9%| -165149| -425582 =EEE7IE -428237 -428237| -16.7%

Net income from disposal of

fixed assets -469793 8884| -101.9% 39206 65329 65391 91844 91844 933.8%

Net income from revaluation

of fixed assets S195513 5500 S10288%) 0 0 -556 7819 7819 41.9%

Fines and penalties received 744815 590799| -20.7% 99491 187573 299380 410001 410001| -30.6%

Other non-interest income 1517615| 1266558 -16.5%| 242070 559006 934383| 1449305| 1449305| 14.4%

Total non-interest income 11673170| 13090767 12.1%| 2905105 6032339| 10777067| 15284629| 15284629 16.8%|

Salary and salary-equivalent

pays (other remuneration and

financing of social

requirements) 5389896| 5886662 9.2%| 1570543| 3281824| 5143560| 7710963| 7710963| 31.0%

Business trip costs 251408 337150 34.1% 78416 180342 267790 348477 348477 3.4%

Contributions to Social

Security Fund 712904 684018 -4.1%| 166345 346416 545296 788023 788023 15.23%|

Taxes, duties and other

mandatory pays 746620 805375 7.9%| 187603| 381456 560975 761323 761323 -5.5%

Depreciation 1846546 1826832 =il L5y 521893| 1086422 1691795 2375702 2375702 30.0%|

Leasing charge for bank

premises and other fixed

assets 473514 528567 11.6%| 171018 340755 494805 658111 658111| 24.5%

Advertisement and

representative costs 616728 842913 36.7%| 161476| 393482 591926 862835 862835 2.4%

Office and printing costs 330824 352905 6.7% 87606 167320 256001 355707 355707 0.8%|

Audit and consultation

services costs 255042 204322 -19.9% 46251 94550 177917 247554 247554| 21.2%

Bank equipment maintenance

costs 203597 196811 -3.3% 47477 101895 153929 215921 215921 9.7%]

Transport costs 266920 250893 -6.0% 57652 125249 190554 270838 270838 76k
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Communications charges 704037 787587 11.9% 203625 430415 686582 952560 952560( 20.9%

Fines and penalties paid 130259 54194| -58.4% 3276 11870 18705 28857 28857| -46.8%]

Training costs 44190 53314 20.6% 12122 22175 34927 41524 41524| -22.1%]

Other non-interest expense 3505137 3789868 B.1% 302327 855058 1200823| 1757843 7SR =556

Total non-interest expense | 15477622| 16601410 7.3%| 4130694| 8817789| 13859894| 19971210 19971210| 20.3%|

Net non-interest income -3804452| -3510643 -7.7%| -1225589| -2785450| -3082827| -4686581| -4686581| 33.5%
i 2 3 4 5 6 7 8 9

Provisions to the general

fund for loan and receivable

loss 4216497 5165311 22.5%| 1847988| 3588206| 5568971 8112327| 8112327 57.1%

Provisions to the special

fund for loan and receivable

loss 17852856| 11202553 -37.3%| 2011515| 3870337| 6195873 16201558| 16201558 44.6%

Provisions to the fund for

pogsible securities loss 47701 21541 -54.8% 51 5013 5013 5064 5064 -76.5%

Total provisions 22117054 16389405 -25.9%| 3859554 7463556| 11769857( 24318949 24318949| 48.4%|

Recoveries from the general

fund for loan and receivable

loss 4025248 4635761 15.2%| 1679496 3461000 5229368| 7387766| 7387766 59.4%

Recoveries from the special

fund for loan and

receivable loss 10538879| 8489341| -19.4%| 1767799 3368562| 5076247| 22716600 22716600| 167.6%

Recoveries from the fund

for securities loss 13650 28350 107.7% 10 7695 10668 28905 28905 2.0%]

Total recoveries 14577777| 13153452 -9.8%| 3447304| 6837257| 10316283| 30133271| 30133271| 129.1%

RlEtRproyasions 7539277| 3235953| -57.1%| 412250 626299 1453574| -5814322| -5814322| 279.7%

Profit before tax 331943| 8306118| 2402.3%| 2519967 5356194 9049220( 19874184| 19874184| 139.3%

Profit tax 911578 1790459 96.4%| 483943| 1036014| 1642029 2718137| 2718137 51.8%

Net profit -579635| 6515659(-1224.1%| 2036024| 4320180| 7407191 17156047 17156047 163.3%

Dividends accrued 6899 2343| -66.0% 0 0 0 0 0| 100.08]

Undistributed profit -586534| 6513316(-1210.5%| 2036024| 4320180| 7407191 17156047 17156047 163.4%

* 2004 yearend indicators include
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Appendix 7

Armenian Banking System - Return On Assets and Return On Equity*

Thousand dram

2002 2003 2004

Return On Assets
Banking System 2.4% 2.7% 3.3%
Average on banks (on profitable banks) ) s 3.3% 3.4%
Minimum on banks (on profitable banks) 24.6% 0.04% © 1155
Maximum on banks (on profitable banks) 0.1% 11.5% 10.9%

Return on Equity
Banking System 13.3% 14.4% 18.5%
Average on banks (on profitable banks ) a5, 7/ 16.8% 19.8%
Minimum on banks (on profitable banks)) 41.0% 0.2% 0.2%
Maximum on banks (on profitable banks) 0.1% 46.0% 43.2%

* Indicators of banking system does not include Armcommunication Bank
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Appendix 8
Armenian Commercial Banks - Loan Investments

Thousand dram

2002
Upltol 1l vearnr 1 year and more Total
D F D F D F
li. Total loans, deposits, factoring,
leasing, repo agreements (2+3) 13746996| 60739387| 6042545[ 29985611| 19789541| 90724998
1.1 Time assets 12746377| 53400078 6024166( 28603006( 18770543| 82003085
including: 12735372| 36492401 5768901( 25980688 18504273| 62473090
interbank loans, deposits,
factoring, leasing, repo
agreements 16905045 2462387 19367432
1.2. Prolonged assets 650379 3751324 18379| 1382605 668758 5133929
including: loans 650379 3751324 18379 33974 668758 3785298
interbank loans, deposits,
factoring, leasing, repo
agreements
1.3. Overdue assets 350240| 3587984 350240| 3587984
including: loans 350240| 3584682 350240| 3584682
interbank loans, deposits,
factoring, leasing, repo
agreements
2. Loans, deposits, factoring, leasing, repo
agreements with non-residents 1502] 21313740 1524|8088 2626| 26684618
2.1. Time assets 1501] 21308807 8245870878 2625| 26679685
2.2. Prolonged assets 1462 1462
2.3. Overdue assets i S471 i S
3. Loans, deposits, factoring, leasing, repo
agreements by sectors with residents,
including 13113719| 34534794| 6673196( 29505586 19786915| 64040381
3.1 Industry 5982813 101492471 22182967 ( 113775764 |NN8265/780|82392501 1
mining 36889 331172 49612 430011 86501 Gl
energy 3595624 3496300 27000 5111003 3622624 8607303
food 1473208 3213493 964246( 4471548 2437454 7685041
1ight 281856 152306 355148 984486 GI7@OAY|  aalEETEA
chemical 30590 1333091 210028 1667400 240618| 1800791
building materials 86782 116065 110983 255308 197765 371373
precious items 95130 564979 281 44646 95411 609625
metallurgy 2448 902653 2410 292445 (1858 ISISII95008
machine engineering and electrical 30585 346433 HI8527.6 242701 165861 589134
other sectors of industry 349701 892455 427983 276216 777684 1168671
3.2 Agriculture 906499| 3167330 400198 3312781 1306697 6480111
3.3 Construction 238274 1010254 719945 1306349 958219| 2316603
3.4 Transport and Communication 155106 282327 1156886 219818818 311942 Si6:i615
3.5 Trade 3985875] 5198920 886253506520/ INcS1211628| | B026/0455
3.6 Public catering and other services
3.7 Financial sector 60470 2820521 466115 60470 3286636
3.8 Consumer loans 985594| 10539655 939241 2761163 1924835| 13300818
3.9 Other sectors of economy 799588 900416 837756| 2994162 1637344 3894578
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Armenian Commercial Banks - Loan Investments

(to be continued)

Appendix 8

Thousands drams

2003
Upl to 1 year 1 year and moregy | _ _ _ 1 Total _ _ _ |
D F D F D F
1. Total loans, deposits, factoring,
leasing, repo agreements (2+3) 21565930)] 5861 8230|111 3900384| 340557058 54166244|M93/57.3/9316
1.1 Time assets 20334348| 57440512| 13900314 31157223| 34234662| 88597736
including: 16470760| 34863434| 13791334 29166947 30262094| 64030382
interbank loans, deposits,
factoring, leasing, repo
agreements 350000| 21425756 1301809 S50000/|N22¥ 20565
1.2. Prolonged assets 666496 314609 3798482 666496 4113091
including: loans 385695 310777 2830000 385695 3140777
interbank loans, deposits,
factoring, leasing, repo
agreements
1.3. Overdue assets 565086 863109 565086 863109
including: loans 547838 779922 547838 779922
interbank loans, deposits,
factoring, leasing, repo
agreements
2. Loans, deposits, factoring, leasing,
repo agreements with non-residents 622159| 22034104 1965953 2598077 2588112| 24632181
2.1. Time assets 232056| 21909680 1965953 2598077 2198009| 24507757
2.2. Prolonged assets 92163 021168
2.3. Overdue assets 390103 32261 390103 B2268
3. Loans, deposits, factoring, leasing,
repo agreements by sectors with
residents, including 20790705| 36245341| 12087427 32696414| 32878132 68941755
3.1 Industr 4912626 8312771 4983885632262 9826441| 19945033
mining 22824 1118700 9335 110313 32159 1229013
energqg 1853450 2471778 2380900 4040399 4234350 E5121L77)
food 1646205 3258236 1316859 4216775 2963064 7475011
1ight 261664 545275 89602 4228195 351266 977666
chemical 34726 52526 9856 150970 44582 203496
building materials 225391 211505 332488 681283 557679 892800
precious items 40834 137902 184930 24322 225764 162224
metallurg 22308 399 23056 484213 46064 484612
machine engineering and electrical 206296 135236 61460 116979 267756 A2
other sectors of industr 598928 381202 504629 1374617 LLEEE57 FS558519
3.2 Agriculture 732858 3997374 203436 2775316 936294 6772690
3.3 Construction 1574440 667881 540951 R0228%8 2SI 2690059
3.4 Transport and Communication 232146 88061 2io8ile 297043 281962 385104
3.5 Trade 71423370 4247093 SB8I82295 6363706| 10524626| 10610799
3.6 Public catering and other services 669261 249027 396076 1387066 1065337 1636093
3.7 Financial sector 2500735 51329613 547 53976 2501282 5868819
3.8 Consumer loans 2635256| 12130873 1441538 7006390 4076794| 19137263
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[ 3.9 other sectors of economy 391052 819298] 1158953] 1159077 1550005] 1978375|f
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Armenian Commercial Banks - Loan Investments

(to be continued)

Appendix 8

Thousand dram

2004
Upl to 1 veans lyear and more Total
D A D E D E
1. Total loans, deposits, factoring,
leasing, repo agreements (2+3) 27254809| 54609924| 18780183] 55066890| 46034991| 109676814
1.1 Time assets 247512174 58174 0200|878 01188 | MEE1I517.85 48 58I B 6|05 41079 94|
including: 20405296| 43798496| 18611658| 49986326 39016954 93784822
interbank loans, deposits,
factoring, leasing, repo
agreements 1452000 9472146 971680 1452000 10443826
1.2. Prolonged assets 2071250 1391185 2477784 2071250 2616965
including: loans 474147 138102 2477784 474147 2615886
interbank loans, deposits,
factoring, leasing, repo
agreements 500000 500000
1.3. Overdue assets 432285 730534 831321] 432285 1561855
including: loans 384907 668287 384907 668287
interbank loans, deposits,
factoring, leasing, repo
agreements
2. Loans, deposits, factorin leasin
repo agrésmegts with nonfresg;ﬂents 9 2900 Poaze 820552 509210212 849652 15077446
2.1. Time assets 29001] 9918706 820552 4260701 849553 14179407
2.2. Prolonged assets 22985 22985
2.3. Overdue assets 99 43733 gelepl 519 875054
3. Loans, deposits, factoring, leasing,
repo agreements by sectors with 26885187 44067872 18300152 50531496
residents, including 45185339 94599368
3.1 Industr 7514530( 8738158 6062605113 2175.8418| BESIEHFRSIS| 220516006
mining 2264938 1304208 55746 339457 2320684 1643665
energ 1338936 402953 2156088| 2657440 3495024 3060393
food 1312925 4294895 2178675 6250487 3491600 10545382
1ight 227961 232067 233000 390547 460961 622614
chemical 13286 170734 10310 732253 23596 902987
building materials 394383 394330 39036 774231 784759 1168561
precious items 32523 217692 113013 208107 145536 425799
metallurg 216 25168 24 25168 240
machine engineering and electrical 111000 776620 21745 342963 132745 EEI95/88
other sectors of industr: 1818578 944443 878484 15828819 2697062 ABAGT
3.2 Agriculture 272117 2438188 889901/ 5010389 1162018 7448577
3.3 Construction 633930 853748 1006467 25921545 1640397 3646293
3.4 Transport and Communication 356416 300606 184090 Senlgys 540506 6215984
3.5 Trade 7095664 7824896 5796945 10424864| 12892609 18249760
3.6 Public catering and other services 1086427 1107976 1543555 1E77256  APACSCRA 2985314)
3.7 Financial gector 4010520, 4558892 251082 4010520 4809974
3.8 Consumer loans 5014733| 17051651 2503059 14748790 7517792 31800441}
3.9 Other sectors of econom Clofoiisal| SLLEkiis 7i135310] 1ERPPEE  EIASE 3021022
D - in drams (AMD) F - in foreign currency (FC)
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Appendix 9

Armenian Commercial Banks - Loan Investments by economy sectors and maturity

2002
Upl ol 1 viearn 1 year and more Total
D F D F D F
1. Total loans, deposits, factoring,
leasing, repo agreements (2+3) 12.4% 55.0% 5. 5 2. -1% L7 83 B2
1.1 Time assets 19753 48.3% EEISE 25.9% 1% - 0% 74.2%
including: 11.5% 2303 5123 AZ .55 G 7% 56 o 553
interbank loans, deposits,
factoring, leasing, repo
agreements 15.3% 2.2% 17.5%
1.2. Prolonged assets 0.6% 3.4% 0.0% LB 0.6% 4.6%
including: Iloans 0.6% 3.4% 0.0% .0% 0.6% 3.4%
interbank loans, deposits,
factoring, leasing, repo
agreements
1.3. Overdue assets 0.3% 3.2% 0.3% 3.2%
including: loans 0.3% 3.2% 0.3% Bh2%
interbank loans, deposits,
factoring, leasing, repo
agreements
2. Loans, deposits, factoring, leasing, repo
agreements with non-residents 0.0% 19.3% 0.0% 4.9 0 24.1%
2.1. Time assets 0.0% 19.3% 0.0% 4.9% 0.0% 24.1%
2.2. Prolonged assets 0.0% 0.0%
2.3. Overdue assets 0.0% 0.0% 0.0% 0.0%
3. Loans, deposits, factoring, leasing, repo
agreements by sectors with residents,
including 11.9% 31.2% 6.0% 26.7% 17.9% 57.9%
3.1 Industry 5.4% 9.2% 2.1% 7 553 7 o553 2161
Mining 0.0% 0.3% 0.0% 0.4% © - dk3 0 753
energy 3.3% 3.23% 0.0% 4.6% 3. 3% i7.-8%
food 1.3% 2.93 ). 553 4.0% 225 7.0%
light 0.3% 0.1% 0,253 0.9% 0.6 i8S 0%
chemical 0.0% 0.1% 0.2% 1.5% 0.2% 1.6%
building materials 0.1% 0. 1% 0.1% 0.2% 0.2% 0.3%
precious items 0.1% 0.5% 0.0% 0.0% OFSI3] 0.6%
metallurgy 0.0% 0.8% 0.0% 0.3 0.0% 1.1%
machine engineering and electrical 0.0% 0.3% @15 0.2 0.2% 0,55
other sectors of industry 0.3% 0.8% 0.4% 0,25 © 73 113
3.2 Agriculture 0.8% 2.9% 0.4% 305 i 25 5.8
3.3 Construction 0.2% 0.9% 0.7% 1.2% 0.9% 2.1%
3.4 Transport and Communication 0.1% 0.3% 0.1% 0.3% 0.3% 0.5%
3.5 Trade 3.6% 4.7% 1.2% 4.6% 4.8% 9.3%
3.6 Public catering and other services - - - - - -
3.7 Einancial sector 0% 263 0.4% 0% 205
3.8 Consumer loans 0.9% 9.5% 8% 2.5% 1.7% 12.0%
3.9 Other sectors of economy 0.7% % 8% A7 1L 553 25

73



Appendix 9

Armenia Commercial Banks - Loan Investments by economy sectors and maturity
(to be continued)

2003
Uplzol 1 veanr 1 year and more Total
D F D F D F
1. Total loans, deposits, factoring,
leasing, repo agreements (2+3) 16.7% 45.4% 10.8% 27.1% 27.5% 72.5%
1.1 Time assets 15.8% 44.5% a0 (55 24.1% 26.5% 68.7%
including: 12.8% 27.0% L 7755 A% 65 A3 . 5% 49.6%
interbank loans, deposits,
factoring, leasing, repo
agreements 0.3% 16.6% 1.0% 0.3% 17.6%
1.2. Prolonged assets 0.5% 0.2% 210k} 0.5% 3123
including: Iloans 0.3% 0.2% 2128 ©.3% 2.4%
interbank loans, deposits,
factoring, leasing, repo
agreements
1.3. Overdue assets 0.4% 0.7% 0.4% .7%
including: loans 0.4% 0.6% 0.4% 0.6%
interbank loans, deposits,
factoring, leasing, repo
agreements
2. Loans, deposits, factoring, leasing,
repo agreements with non-residents 0.5% 17.1% i 5% 2. 0% 2.0% g als
2.1. Time assets 0.2% 17.0% f1°5% 2,05 a7 iLS) o k3
2.2. Prolonged assets 0.1% © k7
2.3. Overdue assets 0.3% 0.0% 0.8% 0.0%
3. Loans, deposits, factoring, leasing,
repo agreements by sectors with residents, 16.1% 28.1% 9.4% 25.3% 25.5% 53.4%
including
3.1 Industry 3.8% 6.4% 3.8% 9.0% 7.6% 15 . 5%
mining 0.0% 0.9% 0.0% 0.1% 0.0% 1.0%
energy 1.4% 1.9% 1.8% B 3.3 5L0%
food 1.3% 2.53% 103 3,35 2.3% 5183
light 0.2% 0.4% 0.1% 0, 3% ©.3% 0.8%
chemical 0.0% 0.0% 0.0% 0.1% 0.0% 0.2%
building materials 0.2% 0.2% 0.3% 0.5% 0.4% O 75
precious items 0.0% 0.1% 0.1% 0.0% 0.2% © o3k
metallurgy 0.0% 0.0% 0.0% 0.4% 0. 0.4
machine engineering and electrical 0.2% 0.1% 0.0% 0.1% 0.2% 0.2%
other sectors of industry 0.5% 0.3% 0.4% S 0.9% 1.4%
3.2 Agriculture 0.6% 3.1% 0.2% 20028 © -7 525
3.3 Construction 1L.2% Q5% 043 1.6% 1.6% 2055
3.4 Transport and Communication 0.2% 0.1% 0.0% 0.2% 0.2% 0.3%
3.5 Trade 5.5% 3.3% 2.6% 4.9% 8.2% 8.2%
3.6 Public catering and other services 0.5% 0.2% 0.3% Ak ok 0.8% .35
3.7 Einancial sector 9% 4.4% 0.0% 0.0% 1.9% 4.5%
3.8 Consumer loans 2.0% 9.4% 1.1% 5.4% 3.2% 14.8%
3.9 Other sectors of economy 0.3% 0.6% 0,85 0.9% 125 5%
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Appendix 9

Armenia Commercial Banks - Loan Investments by economy sectors and maturity

(to be continued)

2004
Uplicol 1 yearn lyear and more Total
D F D F D F
1. Total loans, deposits, factoring,
leasing, repo agreements (2+3) 17.5% B5LEE, 17, 35 BSR4 29.6% 70.4%
1.1 Time assets 15093 34.5% 17 Al 3825 28.0% 67.8%
including: 13.1% 28 1'% 120003 37115 A5 .15 60.2%
interbank loans, deposits,
factoring, leasing, repo
agreements 0.9% 6.1% 0.6% 0.9% 6ENTLE)
1.2. Prolonged assets 1.3% 0.1% 1.6% 1.3% 1.7%
including: Iloans 0.3% 0.1% il G5 0.3 ik o 753
interbank loans, deposits,
factoring, leasing, repo
agreements 0.3% 0.3%
1.3. Overdue assets 0.3% 0.5% 0.5% 0.3% 1.0%
including: loans 0.2% 0.4% ©.2% 0.4%
interbank loans, deposits,
factoring, leasing, repo
agreements
2. Loans, deposits, factoring, leasing,
repo agreements with non-residents .0% 6.4% 0555 o8 ©.5% 9.7
2.1. Time assets .0% 6.4% 015% 21N 0.5% 9ol
2.2. Prolonged assets 0.0% 0.0%
2.3. Overdue assets 0.0% 0.0% 5 0.0% 0.6%
3. Loans, deposits, factoring, leasing,
repo agreements with residents by sectors,
including 17.3% 28.3% 11.8% 237,55 29.0% 60.8%
3.1 Industry 4.8% 5.6% 3.9% 8.5% 8.7% 14.1%
mining 1.5% 0.8% 0.0% 0.2% 1.5% L akey
energy 0.9% 0.3% 1.4% 1l o 753 2.2% 2.0%
food 0.8% 2.8% 1.4% 4.0% 2. A% 6.8%
light 0.1% 0.1% ), 055 0.3% 0.3% 0.4%
chemical 0.0% 0.1% 0.0% 0.5% 0.0% 0.6%
building materials 0.3% 0.3% 0-8% 0.5% 0.5 0.8%
precious items 0.0% 0.1% 0.1% © - L © -3 0.3%
metallurgy 0.0% 0.0% 0.0% 0.0% 0.0%
machine engineering and electrical 0.1% 0.5% 0.0% 0.2% 0.1% 0.7%
other sectors of industry 1.2% 0.6% 0.6% fRN03] L, 75 i .Gy
3.2 Agriculture 0.2% 1.6% 0.6% BR23 © 7 4.8%
3.3 Construction 0.4% 0.5% 0.6% 1.8% 1.1% 2.3%
3.4 Transport and Communication 0.2% 0.2% 0.1% 0.2% 0.3% 0.4%
3.5 Trade 4.6% 5.0% 3.7% 6.7% 8.3% 11.7%
3.6 Public catering and other services 0.7% 0. 7% 0.7% 1L 2 1.4% il 8y
3.7 Binancial sector 26 219% 0.2% 2.6% Dol
3.8 Consumer loans 3.2% 11.0% 1.6% 9.5% 4.8% 20.4%
3.9 Other sectors of economy 0.6% 0.8% 0.5% N2 1.0% 1,88
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Appendixl10

Allocation of Bank Loan Investments (%)

— o ™ < n o [ @ o S
s R N R
g & | & 8| 84| 8| 8|23
Loan investments allocation by economy sectors
1. Industry 5.3| 15.6| 61.7| 54.9| 12.2| 15.1| 46.0| 26.4| 24.4| 11.2
mining 0.0 0.0 0.0 12%0 @0 @0 0.0 0.8 ©.2 @0
energy 0.0 0.0 61.7| 11.5 0.0 0.0 0.0 5.5 9.3 3.3
food 0.4 6.9 0.0 19.8 6.3 2.8 0.0 2.2 11.1 4.6
light 0.6 1.6 0.0 0.0 1.3 0.0 3.4 5.7 0.2 0.1
chemical 0.3 0.8 0.0 0°0 050 0.0 15.5 0.0 0.0 05
building materials 0.0 1.2 0.0 0.7 054 @0 ©.0 0.0 ©.2 .
precious items 0.0 2.1 0.0 0.0 0.0 0.0| 16.6 0.2 1.1 0.2
metallurgy 0.0 0.0 0.0 0.0 0.2 0.0 0.0 0.0 0.0 0.0
machine engineering and
electrical 0.0 0.0 0.0 3.4 070 @0 W0 0.4 0.0 il 5
other sectors of industry 4.0 3.0 0.0 7.5 4.0 12.3| 10.4| 11.8 2.4 0.0
2. Agriculture 5.3 0.5 070 010 0.0 0.0 4.3 0.3 4.5 0.4
cattle breeding 3.1 0.2 0.0 0.0 0.0 0.0 4.2 0.2 0.2 0.0
plant growing 2.2 0.3 0.0 0.0 0.0 0.0 0.0 0.1 4.6 0.3
3. Construction 25.0 0.2 0.0 6.5 0.0 |8 239 367 0.0 203 il ol
4. Transport and
communication 0.1 2.0 0.0 0.1 0.1 0.0 0.0 0.4 ©3 0.8
5. Trade 0.1 30.8 0.2| 17.3| 29.5| 29.9( 13.5( 16.9| 27.2| 24.7
wholesale 0.1 14 2 0.2 17.3| 14.1| 29.9| 13.5| 13.3| 16.3| 24.0
retail 0.0 16-6 050 (it || a5 0.0 0.0 3.5| 10.9 0.7
6. Catering and other
services 0.5| 10.2 0.0 0.0 4.8 1.7| 11.2 4.9 2.5 0.1
7.Financial sector 9.4 0t0| 381" 4.1 @il || 9.2 0.0 18.2 4.8 8.6
Including resident banks 0.0 0.0 0.0 2.3 0.0 5.1 0.0 4.5 4.6 0.0
8. Consumer loans 52.5| 37.9 0.1| 15.9| 46.5| 12.0| 15.6| 20.8| 31.8| 50.2
9. Other sectors of economy 1.9 259 0)- () 1.1 6.9 7.2 2.9 12.2 .6 2.8
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”Total by banks

|100.0|100.0|100.0|100.0|100.0|100.0‘100.0|100.0|100.0‘100.0"
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Appendixl10

Allocation Bank Loan Investments (%)
(to be continued)

n
3
— N ™ A n Al o~ © o o D
31.12.04 — — L=l — — — — = = ~ Hg
] 4 ] 4 ~ M ] ~ 4 v © o
=} [ [} [ [} =} ) [} | | Iy
[ @ [ @ © [ [ © © © O >
m m m m m m m m m m H O
Loan investments allocation by economy sectors
1. Industry 0.0|26.4|28.2| 10.4| 22.4| 8.5|12.8| 36.4|22.3| 0.0[ 25.5
mining 0.0/ 0.0| 3.5| 0.6 2.3 0.0 0.0| 9.2| 1.3| 0.0 2.8
energy 0.0/ o0.0| o0.0| 0.1 0.8 0.0 0.0| 0.1| 0.5 0.0| 4.7
food 0.0|25.8|18.3| 6.1|12.8( 4.2| 0.0|18.2| 7.7| 0.0 10.0
light 0.0/ 0.0/ 1.0| 1.8 0.1 o0.0| 0.0| 0.0| 0.5 0.0 0.8
chemical 0.0 00| G0 G0 00| 05 00| Aokl =SE| 0| 0.7
building materials 0.0 0.0 0.0 s ola = o8l |E Al B elisl|I4el| R oo)| a4
precious items 0.0/ 0.2 1.7| o0.1| 0.3 o0.0| 0.1| 0.0| 0.0 0.0 0.4
metallurgy 0.0/ o0.0| o0.0| 0.0 0.0[ 0.0[ 0.0 0.0| 0.0/ 0.0| 0.0
machine engineering and
electrical .0 00| G0l g 0.0 00| ol G| 7| U0l ©C)
other sectors of industry 0.0| 0.4| 3.6| 0.0 5.7 3.1f10.2| 0.0| 2.7| 0.0| 3.7
2. Agriculture 0.0/ 0.0| 0.1|35.0(19.2( o0.0| 2.4| 2.6| 1.5| 0.0 6.2
cattle breeding 0.0/ 0.0| 0.1|23.5| 8.8 0.0 0.0 2.6 1.2 0.0| 3.7
plant growing 00| 0@ 00| LG el Ge| 2ad] 00| 08| 00| #s
3. Construction 0.0/ 0.3| 0.6| 0.4|11.3| o0.0|12.4| 9.0| 1.7| o0.0| 3.8
4. Transport and
communication 0.0/ 0.0| 0.2| 1.2| o0.0f 0.7 1.0| 2.7| 2.3| o0.0| 0.8
5. Trade 4.8(26.5(36.7|27.1|17.2|11.6| 13.6( 21.0| 18.8| 0.0| 22.3
wholesale 4 gli138l 260 120 oLt [EEo>RoN St el S ool [B1afal| SN o ol M4 N6
retail 0.0|12.7| 10.7| 15.0| 8.2 9.4 1.9|11.0| 4.4| 0.0 7.6
6. Catering and other
services 0.0/ 1.0| 2.9| 6.5 5.0 1.1| o0.0| 8.0| 5.3| 0.0 3.7
7.Einancial sector 82.1|23.4| 0.0| 1.9|10.9|48.6( 0.0 6.4| 2.9| 0.0| 6.3
including resident banks 82.1|19.1| o0.0| 0.0| 2.3| 0.0 0.0 0.0| 2.9| 0.0| 1.9
8. Consumer loans 13.1(19.9| 31.2( 17.6| 13.4 2.3 | d3.6| 118:9 | 400 0.0 28.1
9. Other sectors of economy 0.0 2.5 0.1 0.0 0.6 27.3 | 14.2 ©,0] 5.2 0.0 3.3
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”Total by banks

[100.0]100.0[100.0]100.0]100.0[200.0]100.0]100.0[200.0]100.0]100.0]
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Appendixl10

Allocation Bank Loan Investments (%)
(to be continued)

— N ™ < n o o~ © o g

31.12.04 o o v v o 4 ] ~ ~ 4

) [} [} 5 El El [} g q g

© © © © © © [ © il 3

m m m m m m m m m m

Loans to sectors by banks

1. Industry W3 B G| R A 08| ©.2| 33| 7ol B4
mining 0.0/ 0.0 0.0|64.3| 0.0 0.0/ 0.0| 0.9| 0.6| 0.0
energy 0.0/ 0.0f37.1|37.1| 0.0| 0.0/ 0.0| 3.8|15.3| 3.9
food it 9.8 00| 298| 58| @l 00| 0.7 B8] 2.5
light 1.8|12.0 0.0| 0.0|14.2| 0.0| 0.9]23.5| 1.5| 0.5
chemical 1.1 | e8| 0.0 elol|l orolf okiol|fasl| i ool R ool a3
building materials 0.0l A8 0| 70| 28| 00| 0.0/ 00 13| 4.0
precious items 0.0| 29.7| 0.0 elol|l o oll olof[islaliast|i2ats|i T 2ta
metallurgy 0.0/ 0.0 o0.0| o0.0f73.7| 0.0 0.0| 0.0| 0.9 0.0

machine engineering and

electrical W] 0.0 00| SAll 00| 00| 00 aiE 0.0 9
other sectors of industry 2.5| 4.5| 0.0|30.4| 9.3| 4.6 0.6|10.1| 4.9| 0.0
2. Agriculture 2,00 0.8 00| 00| 0.0 G0 i) 04| 5.8 @
cattle breeding 1.9/ 0.3 o0.0| 0.0 0.0| 0.0 0.2 0.2| 0.4 0.0
plant growing 2.0 0.7| 0.0 o0.0| 0.0 0.0| 0.0| 0.2 14.0| 0.7
3. Construction 15.1| 0.3 0.0|26.2| 0.1| 8.8 0.4| 0.0 4.7| 1.6
4. Transport and communication 0.2| 14.0| o0.0| 1.6| 0.6| 0.0 0.0 1.7| 3.1| 5.6
5. Trade W0 7.8 0.0 ELE| BE| ol @kit| Bt S| Goi
wholesale 0.0/ 5.5 0.0|17.9| 8.4| 2.9| 0.2 2.9| 8.6 9.0
retail WO .8 0.0 02 1758 00| 0.0/ L5 A0 0.5
6. Catering and other services W.d || 5.8 0.0 Osat| bl @7 06| 44| 59| Oail
7.Financial sector 3.4| o0.0f17.0| 9.8 0.2 2.3| 0.0| 9.3| 5.9| 7.5
including resident banks 0.0/ o0.0| o0.0|18.5( 0.0| 3.8 0.0| 7.6| 19.0[ 0.0
8. Consumer loans 4.3 7.7 0.0 8.6| 14.4 0.6 0.1 2.4 8.7 9.8
S. Other sectors of economy 1.3| 4.9 0.0| 4.9(18.1| 3.0| 0.2|11.8| 4.2 4.8

Total by banks 2.3 S.7| A8 5.0 57/ 1.4 ©.3 3.2 7T 5.5
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Appendixl10

Allocation Bank Loan Investments (%)
(to be continued)

= 3 a b = = = a 2 Q ¢
ke sl lelsle s lg el s|8.8
S|4 4| & |8 4|4| 384|258
Loans to sectors by banks
1. Industry 0.0| 1.4| 7.4| 4.8| 5.3 0.6 1.1 6[12.0( 0.0 100.0
mining 0| 0.0 g3 28| 48| 00| 0.0|[f2.G| Git| 0:0| 0.0
energy 0.0/ 9.0 0:0] 08| iot]l 00| 0.0 0| S| 0.6 5.
food 0.0| 3.4|12.2| 7.0 7.7 0.7 0.0| 7.0|10.6| 0.0| 100.0
light 0.0] 0.0| 9.0/27.2| 0.7 0.0 0.0| 0.0| 8.8]| 0.0 100.0
chemical 0.0/ 0.0| 0.0 0.7 0.0 0.9 0.0[12.3]|69.1| 0.0 100.0
building materials 00| Tolol[" ol o 1alts i [Eat ol S2R2] | Falokol| Faa sl [Iokol [ Faiololo
precious items 0.0| 0.6|28.0| 2.0 4.4 0.0 0.5| 0.0| 1.3| 0.0| 100.0
metallurgy 0.0/ 0.0| 0.0/25.3| 0.0 0.0 0.0| 0.0| 0.0| 0.0 100.0
machine engineering and
electrical 0.0/ 0.0| 0.0/ 4.0 0.0 0.0 2.5| 0.0]|25.4| 0.0 100.0
other sectors of industry 0.0/ 0.1 6.5/ 0.0 9.2 1.4| 5.9 0.0[10.0( 0.0 100.0
2. Agriculture W0 0.0 G| GEA Ea7 | G0l 0.8 G| S| @@ A
cattle breeding 00| 0.0 0.2 [f75 5 (Faatai oo Noiof(SS28 ENariSHE ool (BT 00 0
plant growing 0.0/ 0.0| 0.0[53.7|25.1 0.0 2.1| 0.0| 1.5| 0.0 100.0
3. Construction 0.0/ 0.1| 1.1 1.1|18.0f 0.0 7.1| 9.2| 6.3| 0.0 100.0
4. Transport and
communication W0 0.0l G| d6.a| Weit|l sF|] 2.7 1267 || 2t @0 S
5. Trade 0.0| 1.6|11.0|14.2| 4.6 0.9 1.3| 3.7|11.6| 0.0 100.0
wholesale 0.1 1.2|11.9| 9.6| 3.7 0.3| 1.7 2.6[13.5( 0.0 100.0
retail W0 22l 9| 0| G|l 2] 0.5 BaG|| 78| @0 A
6. Catering and other
services 0.0 T3] Sl 205 B:.0| 05| 0.0| B3| f84][ @0 S0
7.Financial sector 2.8 4.9| 0.0| 3.4(10.4|12.9| 0.0| 4.0| 6.2| 0.0]| 100.0
including resident banks c.3 s @0l 0| 74 B.0| 00| 0.0|20:8| 80| 1600
8. Consumer loans Woik |l @91 78| Zed| A8 Ot S8 BLef|| I8 @0 St
9. Other sectors of economy 0.0( 1.0 0.2 0.0 1.0(13.8| 9.2 0.0(21.6| 0.0 100.0
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”Total by banks | O.2| 1.3| 6.7|11.7| 6.0| l.7| 2.2| 3.9‘13.7‘ 0.0|100.0||
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Appendixlli

Non-performing and whiten off loans and receivables of Armenian Banks
Thousand dram

2003 2004
Non-performing| Off-balance |Non-performing| Off-balance
assets sheet assets sheet
D F D F D F D F
Non-performing and off-
balance sheet assets
/total/ 3296309 | 3017724 | 2367213 | 8383639 | 1153634 | 3098191 | 4146844 | 8525540
1. Residents non-performing
and off-balance sheet
assets, total 1982143 | 2839671 | 2286832 | 7855268 | 1152544 | 2218564 | 4032290 ( 7645610
1. 1. Industry 464670 675222 603497 ( 1716375 187527 530234 868169 | 1228299
mining 13160 0 170087 0 0 0 0 0
energy 0 0 0 136955 0 0 4947 IL71552)
food 224190 286441 208903 542422 148861 67544 281033 433520
light 24700 284855 181941 336793 14407 2196 11789 172516
chemical 0 19618 170 184520 6000 38867 165747 143201
building materials 4000 0 0 6940 317 CHS 6} 37080 5056
precious items 124350 4081 10102 514 0 160169 L0 58675
metallurgy 0 0 0 25927 0 0 0 0
machine engineering and
electrical 2000 39619 0 393936 87 0 SNV 248736
other sectors of industry 72270 40608 32294 88368 LS00l 8708222 43754 88136
1.2. Agriculture 24391 98895 39457 293482 44560 2 7/98) 31076 220828
1.3, Construction 286900 42763 130678 168674 219619 9556 203472 142239
1.4. Transport and
communication 12673 40858 0 53596 359 31123 2315 50818
1.5. Trade 467541 467884 128210 | 1896669 217412 204651 209454 | 1944581
1.6. Public catering and other
services 762 269893 33569 63153 13007 113984 72968 119680
1.7. Financial sector 0 0 1510 16923 0 0 2348 647049
1.8. Consumer loans 260423 | 1173912 136417 | 1596549 372835| 1063288 701089 | 1637456
1.9. Other sectors of economy 464783 70244 | 1213494 | 2049847 99165 136927 | 1941398 | 1655160
2 Non- Residents non-
performing and off-
balance sheet assets,
total 1314166 178053 80381 528372 1090 879627 114554 879930
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Accrued allowances on loans,

Appendix 12

receivables and off-balance sheet items
containing credit risk

Thousand drams

Loan Share Allowances on loans granted
Loans ERREE balance %
3202
1. Standard 100730866 921 61% 1007477 1.00%
2. Watch 3191678 2.9% SaLenLe)y/ 10.00%
3. Non-standard 2635882 2.4% 527180 20 . 0%y
4. Doubtful 2175946 2.0% LOE797/3 50.00%
Total 108733773 100% 2941826 2.71%
Loan Share Allowances on loans granted
Loans dnyestmencs balance %
31.12.03
1. Standard 116311522 950 1% 1163114 fEN00%
2. Watch 4183038 3.4% 418301 10.00%
3. Non-standard 869127 0.7% 173820 20 - W%y
4. Doubtful 918881 0.8% 459443 50.00%
Total 122282567 100% 2214677 1.81%
Loan Share Allowances on loans granted
Loans fo ssmen s balance %
31.12.04
1. Standard 143958286 97.9% 1559821 il OES
2. Watech 1544424 1.1% LSl 10.00%
3. Non-standard 388502 0 3% 77701 20 - W0k
4. Doubtful 1123196 0.8% B5E159E 50.00%
Total 147014408 100% 2353555 1.60%
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Accrued allowances on loans,

(to be continued)

Appendix 12

receivables and off-balance sheet items
containing credit risk

Thousand dram

Receivables Share Allowances on receivable
Receivables balance %
B 202!
1. Standard 55012535 981 5% 550383 1.00%
2. Watch 456144 0.8% 68426 15.00%
3. Non-standard 188061 Q- 3% 37613 20 . 0%y
4. Doubtful 196542 0.4% SR/l 50.00%
Total 55853282 100% 754693 1.35%
Receivables Share Allowances on receivable
Receivables balance %
31.12.03
1. Standard 70429076 99.4% 704303 1.00%
2. Watch 359879 0.5% 35988 10.00%
3. Non-standard 62119 0.1% 12423 20.00%
4. Doubtful 17210 0.0% 8606 50.01%
Total 70868284 100% 761320 1.07%
Receivables Share Allowances on receivable
Receivables balance %
3101204
1. Standard 96445229 98.8% 964455 1.00%
2. Watch 284979 0.3% 28497 10.00%
3. Non-standard 21649 010% 4329 19 . 95
4. Doubtful 889077 0= 9% 444539 50) @O
Total 97640935 100% 1441820 1.48%
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Appendix 12

Accrued allowances on loans, receivables and off-balance sheet items

containing credit risk
(to be continued)
Thousand dram

Off-balance Share Allowances on off-balance
sheet items sheet items
Off-balance sheet items
balance %
31.12.02
1. Standard 10926721 96.7% 109267 1.00%
2. Watch 3201:1'8 21588 32012 10.00%
3. Non-standard 2027 0L0% 405 20.00%
4. Doubtful 11698 ) al%5 5849 50.00%
Total 11301507 100% 188476 1.67%
Off-balance Share Allowances on off-balance
sheet items sheet items
Off-balance sheet items
balance %
321503
1. Standard 16025363 97 5% 160281 1.00%
2. Watch 330672 2.0% 33067 10.00%
3. Non-standard 27159 0.2% 5432 20 - W%y
4. Doubtful 48653 0.3% 2EDA7 50.00%
Total 16431847 100% 223106 1.36%
Off-balance Share Allowances on off-balance
sheet items sheet items
Off-balance sheet items
balance %
iS04
1. Standard 19813976 9819 % ALSEILAIL 1.00%
2. Wateh 16781 0.1% 1678 10.00%
3. Non-standard 493 0.0% 99 20.00%
4. Doubtful 590 0.0% 2595 50.00%
Total 20038615 100% 404688 2.02%
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Appendix 13

Dynamic of non-performing loans, receivables
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Appendix 14

Armenian Commercial Banks - Cash flows*

Thousand dram

2003 2004 2004

ac ILIC JI0IC v

INet cash flows from operational
activity 38879263 -4129398 15470 22630739 5399670 31845176

Net cash flow before a change in
operational assets and liabilities| 20997434 5161588 5440845 7091854 7252960 32590941

Interest received on loans 16548750 4452290 5190981 5384684 6050586 21072791
Net commission received 5985337 1478636 1861575 2062772 2300166 7586280
Net income from repo agreements 159078 49684 43936 27558) 26654 147833
Net income from marketable
securities 239344 88349 204245 84983 64914 442491
Net income from FX purchase and
sale 2340676 747819 30923 1041154 1172314 2693888
Interest paid on accounts and
deposits attracted -5218436 -1248043 -1382522 -1405309 -1590659 -5599095

Income from leasing and

factoring operations 68545 170864 199538 189936 195387 755725
Interegt received on deposits

allocated 1028683 278869 263202 365164 436465 1344947
Interest paid on loans

attracted -1083521 371465 5288127 -430817 -300754 =LIE075)
Interest paid on financial

activity -25013 - 9968 s o951 -9146 -8784 o409
Salary and salary-equivalent

pays -5507685 -1616426 -1686284 EL2228 -2361140 09852
Taxes paid -1801436 -504767 = 13596517 G757k -454926 52995255
Collection of loans written

off 3601051 775592 564146 794544 1080728 3221816
Collection of receivables

written off 395444 124539 267468 704578 52597 8896869
Income from investment

activity 4264577 665721 837146 864641 592800 2964384
Dividends received 2040 79894 3786 4536 =3369 84827

Net cash flow from a change in
operational assets and

liabilities 17881829 -9290986 -5425376 15538885 =1E53290 -745764
Decrease (increase) in loan
investments -30430902 -7904963| -14979214| -10522026 -8743062| -42125806|
Increase (decrease) in deposits
attracted) 51600612 16875521 -2043455 24611183 9741811 49036853

Decrease (increase) in
securities held through repo
agreements 1343198 -1271513 -2586439 1822909 241075 -1918968
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Increase (decrease) in
securities sold through repo
agreements -713850 475000 422000 -275000 2010850 2757850
Decrease (increase) in
marketable securities -1169577| -17277884 15070321 1293164 -2671734 -3587569
Decrease (increase) in
factoring operations -1834770 124772 44921 -8477 =72052E) -808857
Decrease (increase) in assets
provided for leasing 0 0 0 419 10730 aLiLalzC)
Net cash flow from other
operational activity -912882 -62375 -1353510 -1383288 -1722431 -4110417
including: on derivatives -1374 -14 -1162 1176 -6224 -6224
including: fines and penalties
paid 218083 71071 89922 92123 67850 292632
Net cash flow from investment
activities -10403035 -4512547 2720012 -1229484 7022158 -3794810
Decrease (increage) in securities
held up to maturity -1486100 -1665121 -917288 26395 1369294 -8948591
Decrease (increase) in investment
in non-term securities -636554 8615 =il5y 862 5541 162197/
Decrease (increase) in deposits
with other banks -3560348 2395437 5220684 -737094 9399540 11488282
Disposal (accuisition) of fixed
assets and non-tangible assets -4812847 =150499 = 20373 5645953 =2/759504 -4494878
Net money flow from other
investment activities 92814 =3Hl01l05 -679490 126306 =96271L3 185552
Cash flow from financial activity 6154843 7032382 -1672591 -1079688 7259159 11551098
Dividends paid -1511611 -400103 -433696 -620546 -848331 -2302676|
Increase (decrease) in loans
recedivedt fromiithelcentral
Bank 1500000 0 2700000 300000 0 3000000
Increase (decrease) in loans
received from banks -177075 8094604 -5709618 -1747010 1238483 2533321
Increase (decrease) in other
borrowings 852439 4486 386611 641031 1345554 1689898
Increase (decrease) in
proceeds from leasing 20460 887 17, 0 116736 118694
Increase (decrease) in
securities issued by bank 562266 -562266 0 0 3400880 2838614
Shareholders contribution to
statutory fund 5126038 281335 778631 257705 875231 2242680
Net money flow from other
financial activities -217674 -386561 604410 89132 1130606 1430567
FX impact on cash funds and
their equivalents -261207 -223074 -1163211 -969752 -477378 -2781264
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Net growth of cash flows 34369864 -1832637 -100321 19351815 19203609 36820200

Cash and cash equivalents net, at
the beginning of the period 68554513 97680897 95988931 95888610 115272397 97680897

including: funds with a
limited use 718986 1421412 764524 895240 825139 1412721

Impact of indicators of banks,
removed from the banking system,

on the cash and cash-equivalents -5253996 525109
Cash and cash equivalents net, at
the end of the period 97670381 95848260 95888610| 115240425| 134476006| 134475988
including: funds with a
restricted use 1411074 764524 897484 82511819 B2E159) 2304804
Note

1. BAssets written off to off-
balance sheet during a quarter

(year) 8030638 882777 1617473 731372 1366172 1366172
including: loans 6443335 852268 1304836 634084 1311179 1311179
receivables 1586971 43623 312637 97288 54993 54993

2. Repayment of assets written
off to off-balance sheet during a

quarter (year) 5196956 909398 803142 1505514 1181041 1181041
including: loans 4797689 784600 546084 800936 1128361 1128361
receivables 399267 126466 257058 704578 52679 52679

3. Interest written off to off-
balance sheet during a quarter
(year) 1012412 76634 192025 109213 103991 103991

4. Repayment of interest written
off to off-balance sheet during a
quarter (year) 1224503 109022 IIL507)E 132474 165594 165594

* 2004 annual data are represented in the table with respect to 19 banks acting within I
- III quarters under general supervision, and 20 banks within IV quarter as at yearend.
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Appendixl5

Main prudential regulations of banks
%

31.12.02 | 31.12.03 | 31.03.04 | 31.06.04 | 30.09.04 | 31.12.04
Total capital adequacy BIOFES 34.1 35.5 34.3 33.7 32.3
Tire 1 capital adequacy 2818 225 3BI5) 32,3 L, 7 BI02
Total liquidity 44.5 48.1 46.5 44 .6 47.6 47.1
Current liquidity 108.8 101.4 1L0)(0) . 2) &5 dl 99.9 9,887
Maximum risk on a single
borrower 27.4 12,5 EL289 14 7 13.0 14.7
Maximum risk on a bank
related party 0.9 2.4 1.9 2.1 1.9 157
Maximum risk on all bank
related parties 2.9 6.1 5.1 5.7 5.2 3.8
35
34
33
32
31
30
29
28
27
26 T T

31.12.02 31.12.03 31.12.04

O Total capital adequacy

M Tite 1 capital adequacy
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Appendix 16

Armenian Credit Organizations and Branches

31.12.2004
: : q Branches
Credit organizations
31.12.2003 31.12.2004

1 | Arfin“ credit union = =
28 [Fns ngrolleasing? credit organization - -
3 | “ACBA leasing” credit organization - -
4 || M SEF international “ universal credit

organization 1 2
5 | “Express-credit ” universal credit organization - -
6 | “Gladzor” universal credit organization]|
7 | “First mortgage company” universal credit

organization -
8 | “Izmiryan-Eurasia” universal credit

organization =
9 | "Cascade-credit ” universal credit organization -

Total il 2

92



Appendix 17

Armenian Credit Organizations - Survey balance sheet indicators of the
banking system
Thousand dram
S 3 . 3 .
8 e T
A 2§84 5| gss
- - =g a §an
Cash 104908 154398 47.2% 69926 -54.7%
Claims on the CBA
Current accounts with the banks 225467 325772 44.5% 341609 4.9%
Claims on banks and other financial
institutions 56600 25885 -54.4% 74673 189.0%
Government securities 314008 291058 -7.3% 149620 =485
w |Loans to legal entities 3293365 210295 -46.5% PEHSICE 19.4%
g Loans to individuals 1007475 1061788 5.4% 1312951 23
§ Loans to bank related parties and employees 103098 776 -99.2% 22535 2804.0%
Fixed assets 196489 3968093 102.0% 479600 2018%
Leasing, factoring 945222 616192 -34.8% 510309 -17.2%
Other securities
Other assets 3472333 195805 -43.6% 414883 aliil . 65
Interegst receivable 12632 14227 12.6% 20898 46.9%
Possgible asset loss allowances =163557 -59664 =63 .55 -93292 56.4%
Total assets 3543040 3233375 =& 75 3554907 8o &k
Demand liabilities
o Liabi}itigs to banks and other financial
.4 |organizations 717715 -100.0% 36880
E Time liabilities to individuals 107540 184049 7l 3l 223562 2055
= |Time liabilities to legal entities* 23206 941969 3959.2% Blilge)7/ -13.9%
ﬁ Interest payable 5206 14368 TG 05 8365 =L B
5 Other liabilities 479064 252715 B2 232294 =615
Total liabilities 1332731 1393101 4.5% 1312499 -5.8%
Paid - in capital 2180718 2180718 2335110 7/ 5 155
including: non-resident share
5, |participation 783643 783643 951499 214%
-‘E General Reserve 41234 181406 29995 181406
Ig' Credit organizations capital purchased back -13545 -13545 -180250 1230.7%
Undistributed profit |Current period -168110 -154525 -8.1% 141989 —199 29%
(loss) |Previous period 32634 | -216366| -763.0%| -235847 9.0%
Total balance sheet equity 2210309 1977688 -10.5% 2242408 13.4%
Note Total number of credit organizations 6 6 7
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* Including liabilities to the government
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Armenian Credit Organizations - Survey balance

Appendix 17

sheet indicators of the credit

organizations
(to be continued )
Thousand dram
bt ks bt
0 0 0
S 3 S S
< ey o W @
o oo o oo 0 oo
. e . . W e e e .
o [ o v o i o Mo N
o i © © - oo o o~
o \l{!Q o v—; \;:! o \KIHH -
™ 0 m ™ 0mm 0 m
Cash 40180 =42 55 57256 42.5% =45 A5
Claims on the CBA
Current accounts with banks 762657 123.3% 1141378 49.7% 406.2%
Claims on banks and other financial
institutions
Liabilities to banks and other financial
organizations 380799 410.0% 510734 34.1% 802.4%
Government securities 66538 555.5% -100.0% -100.0%
2 |Loans to legal entities 385947 53.6% 702302 82.0% 78.5%
% |Loans to individuals 1462747 11.4% 1595211 9.1% 58.3%
]
< |Loans to bank related parties and
employees 85945 281.4% 95332 10.9% S5%
Fixed assets 248021 548 3% 243626 =1, 8% 24.0%
Leasing, factoring 581652 14.0% 856549 47.3% -9.4%
Other securities
Other assets 408929 =1L A5y 531844 3@ 15 53 1%
Interest receivable 30895 47.8% 41184 38.3% 22610
Possible asset loss allowances -93764 0.5% =il3227) 41.0% -19.2%
Total assets 4360546 22.7% 5643200 29.4% 59.3%
Demand liabilities
o Liabilities to banks and other financial
.4 |organizations 287147 678.6% TR e TS oR9%
i
= Time liabilities to individuals 289734 29.6% 580919 100.5% 440.2%
B Time liabilities to legal entities* 764162 -5.8% 733301 -4.0% 3060.0%
& |Interest payable 10454 25.0% 11745 12.4% 125.6%
i Other liabilities 342464 47.4% 266282 -22.2% -44 .4%
Total liabilities 1693961 29.1% 2381020 40.6% 78.7%
Paid- in capital 3009245 28.9% IEESW7IL 21.6% 67.8%
5 Including: non-residents share
_A: participation 1603837 68.6% 1947435 21.4% 148.5%
g |General Reserve 42558 -76.5% 42558 3.2%
M |Credit organization's capital purchased
back S 180250 -473200 162.5% 3393.5%
Undistributed profit Current period -86172 -160.7% 152546 -277.0% -190.7%
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(loss)

96

Previous period -257644 9.2% -257644 0.0% -889.5%
Total balance sheet equity 2666585 18.9% 3262179 22.3% 47.6%
* Including liabilities to the government D ‘[Formatted: Bullets and Numbering J




Appendix 18

Armenian Credit Organizations - survey balance sheet indicators structure

S 3 o 3 S
- - o - e
: 3| e g| e
- - §an a 5580
Cash 503 4.8% 1, 65 2.0% o2
Claims on the CBA
Current accounts with banks 6.4% 10.1% 3.7% 9.6% 5.9%
Claims on banks and other financial
institutions 1.6% 0.8% -0.8% 2.1% 2.9%
Government securities 8.9% 9.0% 0.1% 4.2% 45
w |Doans to legal entities 11.1% 6.5% -4. 7.1% 11
® |Loans to individuals 28.4% 32.8% 4.4% 36.9% 32.5%
E Loans relatied to bank parties and employees 2.9% 0.0% -2.9% 0.6% 3.5%
Fixed assets 5.5% 12733 6o 7t 13,55 6.8%
Leasing, factoring 26.7% 19 1% -7 14.4% 22
Other securities
Other assets 9.8% 6.1% =3 11.7% 15.4%
Interest receivable 0.4% 0.4% 0.6% @
Posgible asset loss allowances -4.6% 51 -8y 2B -2.6% =5.45
Total assets 100.0% 100.0% 100.0% 100.0%
Demand liabilities
w |Liabilities to banks and other financial
9 |institutions 53.9% =536 2.8% 561575
X | Time liabilities to individuals 8.1% 13.2% 5.1% 17.0% 11.9%
E Time liabilities to legal entities* 1.7% 67.6% 65H0% 61.8% -4.1%
,E Interest payable 0. 0% 0.6% 0.6% (O
Other liabilities 35.9% 18 1% =177 . B L 75 35.
Total liabilities 100 100.0% 100.0% 100
Paid- in capital 98 7% 110 3% Ll 5 55 @A 315 o2kss
Including: non-residents share
participation 35.5% 39.6% 4.2% 42.4% 38.3%
E General Reserve 195 Sody 7o 8.1% 0.8%
§< Credit organizations capital purchased back -0.6% -0.7% -0.1% -8.0% -8.0%
M Undistributed profit Current period -7.6% -7.8% -0.2% 6.3% 6.5%
(loss)
Previous period 5% -10.9% -12.4% -10.5% 1L, 8%
Total balance sheet equity 100.0% 100.0% 100.0% 100.0%
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* Including liabilities to the government



Armenian Credit Organizations - survey balance

sheet indicators

Appendixl18

(to be continued)
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o oo v o~ oo oo
o HeEs o g oo g
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o g oo o g Ho g
@ U mm ™ Ume U me
Cash 0.9% 0.8% 1.0% 0.2% -1.9%
Claims on the CBA
Current accounts with banks 17..5% ikl G5 20 .25 8.6% 13
Claims on banks and other financial
institutions 8.7% 5.8% 9.1% 3.2% 7.5%
Government securities 1.5% =2105% 2.5% -8.9%
w |Loans to legal entities 8.9% -2.8% 12.4% 115 3% 1l 3%
% |Loans to individuals 33.5% 103 26899 27.3% =0.25
# |Loans relatied to bank parties and
< |employees 2.0% -1.5% 1.7% 3.2% -1.2%
Fixed assets 5.7% -1.1% 4.3% 5.4% -1.2%
Leasing, factoring 13.3% -8.6% S5 23] 23.8% -11.5%
Other securities
Other assets 9.4% -6.0% 9.4% 15.5% -0.4%
Interest receivable 0.7% 0.2% 0.7% 0.5% 0.4%
Possible asset loss allowances =2 2% 225 =235 -5.6% 285
Total assets 100.0% 100.0% 100.0%
Demand liabilities
w |Liabilities to banks and other financial
9 institutions 17.0% -39.7% BRI 72.8% -20.7%
4 |Time liabilities to individuals 17.1% 5 24.4% 19.2% 16.3%
—
3 Time liabilities to legal entitieg * 45.1% 49.2% 30.8% -18.4% 29.1%
8 |Interest payable 0.6% 0. 0.5% -0.1% 0.
A . A
Other liabilities 20.2% =153 11.2% 26.5% -24.8%
Total liabilities 100.0% 100.0% 100.0%
Paid- in capital 112 _9% 20.3% 2028 91.8% 18 5%
Including : non-residents share
3 participation 60.1% 21.9% 59.7% 37.8% 24.2%
A |General Reserve 1.6% 0.8% 1.3% 0.5% -0.6%
E Credit organizations capital purchased back -6.8% 1.2% -14.5% -15.7% -13.9%
Undistributed profit |Current period -3,2% -9,8% 4,7% 14,4% 12,3%
(loss) |Previous period -9,7% -11,6% -7,9% 3,7% -9,4%
Total balance sheet equity 100.0% 100.0% 100.0%

* Included liabilities government
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Appendix 19

Armenian Credit Organizations -Income and Expense

Thousand dram

) <« + + <« 4o
= o o o =) 0°°
o ™ © o N N N
— o o o — ﬁr4H
— - o o — S
o™ (] M (] (] Uenm
Interest income 471119 121442 274465 418972 597829 126710
Interest expense 172442 18369 36494 79432 111339 -61103
Net interest income 298677 103073 237972 339540 486490 187813
Non interest income 242820 565274 9/62:85 1223196) 127577 =1LLE5213)
Non interest expense 401287 110350 233139 455940 614034 212747
Net non interest income -158467 -55076 -136854 -333741 -486457 -327990

Provision to loan and
receivable possible loss
aloowances 988107 324317 387206 638547 773000 -215107
Recovery from loan and
receivable possible loss

allowances 517203 121106 428503 547002 961582 444379
Net provisions 470904 203211 =4297 oI5 45) -188582 -659486
Gross income 1231142 297822 799253 LKL/ 1686988 455846
Gross expense 1561836 453036 656838 Laly/genle) 1498373 -63463
Pre-tax profit -330694 -155214 1424395 -85746 188615 BEI9BI00)
Net profit —343974 - 155640 1418989 =EEL72 BEAGIL 499435
Undistributed profit -343974 -155640 147989 =EE1 72 AB54GI 49.943/5]
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Appendix 20

Armenian Credit Organizations - Loan Investments

) + <« + <+ <+ o

o o o o o o) o o

N [l © N o~ [l o

- o =} =) bl ﬁ ks

o o) o o o) L1l

M (] o« ™ [} U mm

Industry 7638211 6/0317.69) cie)/only/ 7/ELS7E 1025809 4T3

Agriculture 280894 220855 312495 337906 400071 42.4%

Construction 44924 88759 117329 97000 100%
Transport and

Communication 2376 2232, AL2157/0) 70444 100%

Trade 266955 249538 110849 ILLaLEN5(0) 204310 =28 .5%

Financial sector 56600 25835 74553 2877/l 465348 722.2%

Consumer loans 471427 597304 862576 1003408 1172954 148.8%

Other sectors 499399 166536 234475 249933 321610 -35.6%

Total 2339096 1911137 2182956 2894253 3757546 60.6%

101



Appendix 21

Armenian Credit Organizations - Loans Investments Structure by Economy Sectors

) + <« « « 4o
o o o o o mOO
N [l © o o~ [ XSRS
— o o =) — 5.4.—1
5 |—| o o ~ G-
(] [l (] [} o© Umm
Industry 32.7% 2l (553 22158 25113 27 - 3% =5 o4l
Agriculture 12.0% 11.6% 14.3% 11.7% 10.6% -1.4%
Construction 2.4% 4.1% 4.1% 2.6% 2.6%
Transport and
Communication ) al55 0) - alEs 0.4% 1.9% k., OF5
Trade 11.4% 13.1% 5. 1% BB 5.4% =@, 0%
Financial sector 2.4% 1.4% 34% ALl 253 12.4% 10, @
Consumer loans 20.2% 31.3% 39.5% 34.7% 31.2% 11.1%
Other sectors 21.4% 8.7% 10.7% 8.6% 8.6% -12.8%
Total 100.0% 100.0% 100.0% 100.0% 100.0%
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Appendix 22

Armenian Credit Organizations - Loans Investments Structure by Risk Categories

— — ~ — —

o L] L] o L]

P o o o 2
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EEl 2 2 2 2
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— H o H o H o H ~ H

. o . o . o . o . o

Lol ] — ] (=] o ] () =

™ w ™ w ™ wu ™ w ™ w

Standard 1995315| 74 _8% | 2150282 89.3%| 2601288 | 89.8%| 3648169| 90.7%| 4814781 | 89.2%
Watch 466344 | 17.5% 149059 6.2% 164302 5,75 309655 o7 353216 6.5%
Non-standard 7845 0.3% 103719 4.3% 50296 1.7% 19022 0.5% 216971 4.0%
Doubt ful 196267 7.4% 4992 0.2% 81581 2.88 44949 1.1 10707 0.2%
Bad loans x X ® 2
Total 2665771 ) 100.0% | 2408052 | 100.0%| 2897467 | 100.0%| 4021795 100.0%| 5395675 100.0%
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Central Bank of Armenia

Yerevan - 10, V.Sargsyan 6. http:// www.CBA.am
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