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Summary

External environment

After two years of economic and financial crisis, the severe decline of the global activity started to recover
gradually on the major emerging markets and in some advanced countries. The economic growth has
strengthened and expanded during the second half of 2009 due to the stabilization of retail sales, commodity
prices and global trade, and the assertion of the real estate markets. The real sector of the globa economy is
also recovering, the industrial production increasing to the global level in the third quarter of 2009. The
inflation in developed countries was almost zero in the reference year, while in emerging countries it
reached 5.2 percent. In general, the emerging economies have resisted better to the financial turmoil due to
the improvement of the economic policies: some of these countries benefit from increased raw material
prices and a stronger set of economic policies than during the previous crises.

Real sector evolution

Economic evolution of Moldova's main trading partners has been marked by the financial and economic
crisis worsening, which led to the deterioration of the internal conditions by reducing the volume of
remittances, and by the domestic demand reduction to domestic products.

The Gross Domestic Product (GDP) of the Republic of Moldova, estimated for 2009, declined in real terms
by 6.5 percent compared to the previous year. On the supply side, the fall in GDP was supported by
negative results in the goods sector, particularly from industry, and reducing taxes and net product imports.
Also, reductions were recorded for items of expenditure on gross domestic product, mainly on the account
of significantly reduction of the capital formation and final consumption of households.

In 2009, the industrial production of enterprises of all types of real property recorded a decrease of 22.2
percent compared to the previous year and accounted for 23266.6 million lei in current prices.

According to the preliminary estimates, the agricultural production fell in 2009 in real terms by 9.9 percent
compared to the previous year. The agricultural production reduction was mainly due to the sharp decrease
in crop production, while livestock production increased compared to the previous year.

In 2009, in the economy has been allocated investment in fixed capital of only 65.1 percent from the level
recorded in 2008. The main sources of financing investment activity remain to be the funds of economic
agents and population.

The average monthly wage of an employee in the national economy in 2009 amounted to 2747.6 lei,
increasing both in nominal and real terms by 8.6 percent as compared to the previous year.

In 2009, the contributions to the state budget revenue constituted 15.1 percent less than the amount
collected in 2008, the state budget revenue constituting 4.5 percent higher compared to the last year. The
state budget in 2009 resulted in a deficit amounting to 3631.8 million lel.

On December 31, 2009 the external state debt amounted to USD 957.5 million, increasing by USD 179.2
million compared with levels recorded at the end of 2008. The internal state debt amounted to 5104.9
million lei, made entirely of state securities. The total amount of interna state debt, debt to the NBM
constituted 2213.4 million lei.

Inflation dynamics
The restriction of the economic activity associated with the global economic crisis that reflected on the

national economy has conditioned a significant reduction of the rate of growth of consumer prices. Thus, the
annual inflation rate in December 2009, measured by consumer price index, was 0.4 percent versus 7.3
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percent recorded in December 2008. This decrease was placed on a downward trend that began in June 2008
and continued until summer 2009.

Within the structure of components, the largest increase (by 2.5 percent) was recorded in prices for non-
foodstuff products, followed by tariffs for services rendered to the population (by 2.2 percent), while prices
for foodstuff products have recorded a reduction of minus 3.8 percent.

The annual core inflation showed a downward trend since April 2008, constituting 2.1 percent in October
2009, with adlight acceleration in December 2009.

National Bank's activity in 2009

The efficiency of the promotion and implementation of the monetary policy during 2009 had a limited
character as aresponse to the global financia crisis.

The financial crisis has increased the volatility in the foreign exchange and monetary markets and affected
the economic activities. Thus, under low inflation pressures and significant decline in economic activity, the
National Bank of Moldova has taken measures to support the banks' liquidity and to credit the national
economy. As aresult, loosening of monetary policy of the NBM by gradually reducing the base rate and the
required reserves norm during 2009 was aimed at targeting the market interest rates to fall and further
expansion of lending opportunities for the real sector of economy. It should be mentioned that, over the
whole of 2009, the interbank money market interest rates and state securities took downward adjustments of
the monetary policy rate.

In 2009, the National Bank of Moldova continued to use flexibly the monetary policy instruments. The
divergent character of the money market determined the National Bank of Moldova to adapt its own
management way of liquidity dependent on of market conditions, operating through several instruments.
Besides the monetary absorption — the NBM certificates (CBN), were back on the market after a break of
more than 10 years, state securities REPO - buying operations.

The official exchange rate of national currency against the U.S. dollar depreciated by 18.3 percent against
the euro and depreciated by 19.6 percent. The depreciation in question was conditioned by the consequences
of the international financia crisis triggered in 2008 when the currencies of the major trading partners of
Moldova in the period of September to December of 2008 have significantly depreciated against the U.S.
dollar, in particular: Ukrainian grivna (with 70.5 percent), the Polish zloty (with 29.6 percent), Turkish Lira
(with 27.9 percent), Russian Rouble (with 19.4 percent), Romanian leu (with 17.7 percent). At the same
time, the impact on exchange rate evolution of MDL was not felt immediately in 2008, but in 2009, while in
other countries in the region the situation was stabilizing, the depreciation of currencies of those countries
was insignificant.

To mitigate the excessive fluctuations of the official exchange rate of the domestic currency against the U.S.
dollar, the NBM intervened during 2009 in the domestic foreign exchange market using foreign currency
operations in the net amount of minus U.S. $ 222.8 million, including U.S. $ purchasing operations - U.S. $
315.9 million, U.S. $ sales operations - U.S. $538.7 million.

State's foreign exchange reserves decreased during 2009 to USD 192.1 miillion, or 11.5 percent, from USD
1672.4 million to USD 1480.3 million, which covers the import of 4.5 months.

In 2009, the banking system in Moldova has registered general involutory trends, conditioned largely by the
global financial crisis and by the uncertainty of the economic agents forecasting of their activity on medium
term.

On June 19, 2009, the BC “Investprivatbank” SA license for conducting financial activities was withdrawn,
following the situation of insolvency, which was caused by the unsatisfactory management of the bank. This
was manifested by excessive concentration of loans in the "building / construction and development”,
contrary use of funds intended in the credit contracts, setting the deadline for repayment of loans at maturity
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and granting of loans to repay the outstanding debts to the same customers as its resulted in drastic
worsening of the loan portfolio quality. The liquidation process of the BC “Investprivatbank” SA is ongoing
and according to the situation of December 31, 2009 all debts had been paid to individuals.

The total assets of the banking system at the end of 2009 totaled 39915.0 million lei, increasing compared to
the same period of the previous year by 2.2 percent. Tier | Capital recorded a 2.4 percent decline, which led
to license withdrawal of the BC “InvestPrivatBank” and to losses at some banks related to the reserves
complement for credit risks. The bonds of banks have increased by 2.9 percent by the end of 2008 at the
expense of other loans increase. However, the banking system recorded losses and the profitability of assets
and shareholders’ equity had value negative.

Also, the National Bank of Moldova published at the end of 2009 the monetary policy strategy for 2010-
2012. This monetary policy strategy is of a medium term and sets the prior directions of activity of the
NBM oriented to achieve the primary objective. The strategy also determines the monetary policy regime,
monetary instruments and their implementation, the transmission mechanism of monetary policy, the
decision-making process regarding the achievement of the stated objective, the communication and
transparency of the monetary policy.

The negotiations between the Government, National Bank of Moldova and the International Monetary Fund
on the signing of the Memorandum on the Economic and Financial Policies (MPEF) for the years 2010-
2012 began at the end of 2009, and which was subsequently approved by the IMF Board of Directors on
January 29, 2010. One of the preconditions for signing the document was the achievement of the
quantitative monetary objectives for the end of 2009, in particular the net domestic assets, net international
reserves and the monetary base. At the end of 2009, the National Bank of Moldova has fully fulfilled the
performance criteria stipulated in the MPEF.

In difficult conditions of 2009, the National Bank of M oldova has managed to temper the pressureson
theforeign exchange market and to maintain the banking system stability.
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World economy in 2009

In 2009, the world economy growth rate was estimated at a real level of minus 0.8 percent. With the end of
the worst global recession in modern history, the economic growth has strengthened and expanded during
the second half of 2009, due to the stabilization of retail sales, commodity prices and global trade, aswell as
to the affirmation of housing markets. The real sector of the world economy is also recovering; the

Table no. 1. Inflation rate and dynamics of the gross inijStrial production has 9|0ba”)_’ ianeaS?d
domestic product in 2009 with more than 12.0 percent (annualized rate) in
Inflation rate Gross domestic the third quarter of 2009. Moderate growth rates
(period-end), % product, % were due to the financial systems that are not
USA 57 24 fully restored, as well as to the increased
Japan -1.7 -5.0 uncertainty about future income of households,
EU 27 15 -4.2 which significantly reduced the private
Euro zone 0.9 -4.1 Conwmpti on.
Germany 0.8 -5.0
(F:f”ce gg 8272 After being hit by the financial crisis and by the
Ru'sgf""an Eederdion 58 =9 restriction of the global trade, the economies
Ukraine 123 150 have shown signs of stabilization, due to the

unprecedented government's response. Profile
recovery is not the same everywhere. In the countries which have suffered a financial crisis, the recovery is
clearly more modest than in the countries that have suffered in particular due to the reduced global demand.
The inflation in the developed countries was almost zero (0.1%) in 2009, while in the emerging countries it
reached 5.2%. In general, the emerging economies have resisted better to the financial turmoil because of
improving the economic policies: some of these countries benefit from the increased raw material prices and
astronger set of economic policies than during previous crises.

The economy of the United States of America declined in 2009 by 2.4%, as compared to 1.1% in the
previous year. Taking into account the worldwide collapse of demand, the exports had a negative
contribution during the first three quarters of 2009. Although in the first half of 2009 the production
dropped and unemployment raised to the level of the early '80s, due to the unprecedented level of monetary,
financial and budgetary policy, the financial markets and real estate consumption began to stabilize. The
further increase of confidence in thefinancial and real sector, high level of final consumption and a series of
measures taken by the U.S. authorities to combat unemployment have led to reviva of the U.S. economy
starting with the second half of 2009. Although the financial conditions have considerably improved in the
recent months, the markets remained tense at the expense of investment and consumption. The inflation rate
constituted 2.7% at the end of 2009 compared to 0.1% in 2008.

Those 27 countries of the European Union registered an economic reduction rate of 4.2% compared to plus
0.9 percent in 2008; the inflation reached the level of 1.5%.

In 2009, the economic growth in the euro area remained below its potential, actualy registering a
considerable reduction. Thus, in real terms, the gross domestic product in 2009 declined by 4.1% compared
to plus 0.8% in the previous year. The significant increase in public debt and budget deficit to GDP of a
number of EU countries like Greece, Italy, Spain, Ireland and Portugal have contributed to the depreciation
of the pair USD/EUR, which has created an economic uncertainty in the region, with negative effects on the
euro areaimage. Also, the domestic demand remains weak while the persistent financial constraints and the
budget deficits proportions of a number of member states show the vulnerability of the European currency.
However, by the end of 2009, the economic situation began to improve: the industrial output in the euro
area started to recover, the exports have strengthened in December 2009 and the financial and real sector
credibility hasincreased.
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The annual inflation fell to 0.9% from 1.6% in 2008. The economies of Germany and France during this
period showed a growth reduction of 5.0 and 2.2 percent respectively. The disinflation process that started
in the second half of 2008 enabled the European Central Bank to cut, in several stages, the rates of monetary
policy to stimulate the economic activity.

In 2009, the economic growth of Japan was negative, particularly because of the structural economic
problems, major debt and deflation, as well as because of the reduction of the contribution of net exports as
aresult of the reduced external demand. The annualized rhythm of the Japanese growth of economy in 2009
reached the level of minus 5.0 percent, compared with minus 0.7 percent in 2008. The consumer prices in
20009 fell by 1.7 percent compared to the previous year.

Despite the recession, the real economic growth of China for 2009 constituted 8.7%, 1.3 percentage points
lower than in 2008. This growth was due mainly to the massive investment effort initiated by the authorities,
and due to the improvement of the labor market situation. The inflation rate has increased by 0.7 percentage
points to 1.9% in 2009.

Russian Federation has suffered a deep recession in 2009, with a decrease of 7.9% of the gross domestic
product, caused in particular by the particularly low domestic demand. However, in the third quarter of 2009
amodest recovery started, which has accelerated in the fourth quarter, but still being affected by high levels
of unemployment and by the credit system that is still not so dynamic. The inflation in 2009 represented
8.8% by 4.5 percentage points lower than in the previous year.

The recession was particularly strong in Ukraine, which has reduced the real growth rate from 2.1 percent
in 2008 to minus 15.0 percent in 2009, recording the most serious reduction in the last 15 years. The annual
inflation fell by 10.0 percentage points compared to the year of 2008, constituting 12.3 percent and the
budget deficit and political instability in Ukraine have contributed to the considerable depreciation of
Ukrainian grivna.
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|. Economic situation of the Republic of Moldova in 2009

Real sector!

Gross Domestic Product (GDP) estimated for 2009 decreased in real terms by 6.5% as compared to the
previous year. As for the supply, the GDP fall was supported by the negative results in the goods sector
(especially in the industry)

Chart no. 1.1. Evolution of macroeconomic indicators and by the reduction of the

86 net taxes on products and
Realaverage wage growth | 8A4' . -percent- imports. AISO, I‘eductions
Government direct and guaranteed external debt/ GDP 15.8 014 Wwere recorded for items Of
s expenditure on gross
Gross fixed capital formation/GDP 34.0 domestic pI‘OduCt mainly on
= 34.1 >
- -8.1 .
Curent account balance/GDP 17 o the account of reducing
-153 . . .
68 1 2008 significantly  the  capital
National public budget deficit/GDP -1.0 .
1 4q 02 2007 formation and the final
Inflation (Dec / Dec.) 73 consumption of households.
13.1
Real GDP growth s 78 Gross domestic  product
3.0 . .
‘ ‘ ‘ ‘ ‘ : (GDP), estimated in current
-20.0 -10.0 0.0 10.0 20.0 30.0 40.0

prices for 2009, constituted
60043.3 million lei. GDP
volume per capita recorded 16830.6 lei (equivalent to about U.S. $ 1514.4), decreasing nominally by 4.4
percent compared to 2008.

The GDP deflator, which characterizes the dynamics of the general price level in the economy constituted
2.0 percent (compared with 9.2 percent in 2008).

Chart no. 1.2. Component contribution to real GDP growth The GDP reduction, by categories of
(% versus previous year) resources, was mainly determined by the

decrease of the gross added value within

zo 8.0 the services sector, by 16.1% (including
7 L ﬂ in the industry - by 194%, agriculture -
Q by 10.9%), including services sector - by

&1 3.6% (in construction - by 27.6%, in

11 2.0 0 transportation and communications - by
: 7.0%, trade - by 2.3%). However, the

o3 -0.1.0.9 06 No 1a gross value added of the sector "other
3 222 service activities" increased by 1.0%
5 - 2' (chart no. 1.2). The volume of net taxes

gL > on products and imports fell by 7.0%.
2006 2007 2008 2009 The structure of GDP by categories of
?I%rlllc\}lﬂture _kllgtuis‘tges :Igﬁ)rgces resources, the services have continued to
hold the largest weight in GDP formation
(64.2 5 versus 61.7% in 2008), followed by net taxes on products and imports accounting for 16.0%
(compared to 17.7%), industry - 13.0% (compared to 13.9%), agriculture - 8.5% (compared to 8.8%) and
Financial Intermediation Services Indirectly Measured (FISIM) - minus 1.7%.

Supply components have contributed to lowering the real GDP as follows: industry - by 2.7 percentage
points, services - by 2.2 percentage points (including construction - by 1.4 percentage points, transport and

! Source: National Bureau of Statistics of the Republic of Moldova
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communications - by 0.8 percentage points, trade - by 0.3 percentage points), net taxes on products and
imports - by 1.2 percentage points, agriculture - by 1.0 percentage points and financial intermediation
services indirectly measured (FISIM) - with extra 0.6 percentage points.

Chart no. 1.3. Contribution of GDP components by uses (%)

%
197 14.9
9 r 72 7.2
, | Bsnl | e |
-1 F e g
6 12 -6.
L T8 5 .41
-16 -
2006 2007 2008 2009
Final consumption == Net export
[ Gross fixed capital formation GDP

From the point of view of GDP use, the
reduction of the domestic aggregate demand
by 14.0% showed a reduction in gross capital
formation by 37.2%, household consumption -
by 7.9% and the increase of the final
consumption of the government and non-
profit institutions serving households — by
1.9% (chart no. 1.3). Negative balance of the
net exports fell by 28.3% from 2008, noting a
decrease in imports by 19.3% and exports - by
7.8%.

Within the GDP structure by categories of

uses the weight of the final consumption in 2009 decreased by 0.8 percentage points compared to 2008,
representing 112.8%. At the same time, the weight of the final consumption of government and non-profit
institutions serving households rose to 25.6% of the GDP volume.

The investment rate, determined by the ratio of gross fixed capital formation and gross value added per

190 %
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170 160.6 159.6
145.7 157.6 158.5
150 -
126.0 125.1
130 L 113.7
100.0
110 - 95, 98.7 1015
g0 HOZ7 1137 110.8 115.6 1082 170 778
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As against to the previous year As compared to 2000
Chart no.1.5. Volume and growth rate of industrial
production by forms of ownership
28000 . MDL, million
24000 r -4.8% .
20000 -1.0% 6.3% 01%
16000 | | 54% L5 3.9% 27.5%
4.5% 3.4% 19.2%
12000 r -30.9%
8000 | _g8% D 22%
21.9%
4000 |-
0 -13.3% -6.2% 2.1% -6.5%
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Public [ |Private [ Mixed (public & private) Foreign [ 1Joint ventures
" For 2009 data are shown by large enterprises, subiect to monthly statistics

Chart no. 1.4. Real growth of industrial production

economy, constituted 26.7%, which is a lower
value as compared to previous years (41.3% in
2008 and 41.0% in 2007).

In 2009, the industrial production of all types of
enterprises recorded a decrease of 22.2% versus
the previous year and equaled to 23266.6 million
lei in current prices. The production volume in
2009 increased by 25.1 percent compared to
2000.

In 2009, the industrial production of large and
medium enterprises included in the monthly
statistical records amounted to 17751.2 million lei
in current prices, registering a decrease of 22.2
percent versus the previous year (chart no. 1.4).
This fact was mainly determined by the
reduction of the production volume of the
manufacturing enterprises by 24.3 % in real
terms, which led to the decrement of the
industrial production by 21.4%. At the same
time, the activity of energy and heating
supply, gas and water supply recorded a
decrease by 32.1% versus the previous year.

The labor productivity within the industrial
sector in the period of January—December
2009 went down by 8.4% versus the similar

period of the previous year. It should be
mentioned that out of total number of
enterprises subject to monthly statistics (646
enterprises), 73.5% reduced their industrial
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Chart no. 1.6. Real growth of agricultural production
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Chart no. 1.7. Agricultural production dynamics
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production volume versus the previous
year.

The analysis of the industrial production
volume by forms of ownership revealed that
the largest production volume reductions
were recorded at  mixed-ownership
enterprises without foreign capital - with
30.9%, mixed-ownership enterprises with
foreign capital - with 27.5 percent, and
private enterprises - with 21.9%, which
made up 73.6 percent of the total
production (chart no. 1.5).

Agricultural production, according to
the preliminary estimations, totaled
13242.0 million lei in 2009,
decreasing in real terms by 9.9%
versus the previous year and by 5.0%
versus 2000 (chart no.1.6). The
reduction  of the  agricultural
production was mainly caused by the
emphasized decrease of the vegetal
growth (by 17.4%), while the livestock
production increased by 11.8% versus
the previous year (chart no. 1.7). Thus,
the vegetal growth contributed by 12.9
percentage points to the diminution of
total production, while the livestock

The total volume of retail trade, carried out in 2009 through commercial units, equaled to 19925.1 million
lei, by 4.4% less in real terms as compared to the level recorded during the previous year.

The analysis of the sales volume within the ownership structure revealed the reduction of the retail trade

Chart no. 1.8. Structure and dynamics of retail trade
and of services by forms of owner ship (%)

Servicesrendered

2009 12.7% | -11.6% 272%  49.6% |
f -14.6%

2008 -9.1% ‘ 9.4% ‘ ‘ 2.4% ‘
=4 -8.7% Retail tr ade 9.0%

2009 ‘ 5.6% ‘ -0.8% ‘
12.7% 10.6%

2008 || 8.4% | 24.3% |

T T T T 1
0 20 40 60 80
[[]Public [JPrivate

[[IMixed (public & private)

[ Mixed with foreign participation

volume in commercial units: mixed (public
and private) — by 9.0%, public — by 8.7%,
private — by 5.6%, mixed (with participation
of foreign capital) and foreign — by 0.8%
(chart no. 1.8). The greatest part of trade was
carried out through private commercial units
(which represented 66.6% of total).

Services rendered to the population by
officially registered enterprises, in 2007,
totaled 12261.7 million lei, achieving an
increase in real terms by 2.6% versus 2008
level.

This growth was due to the increase of the
volume of services within units with mixed

ownership (with participation of foreign capital) and foreign and mixed ownership (public and private) by
49.6% and 27.2%, respectively. Simultaneously, the volume of services within units with public ownership
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has decreased by 12.7%, with private ownership — by 11.6%, as compared to 2008, holding a 30.9 share of
total services and 5.2 percent respectively.

In 2009 fixed capital investments in economy were assigned in an amount of 10818.9 million lei, which
represented 65.1% versus the level of 2008. The volume of constructions and assembly works (54.1% of
total investments) went down by 35.5% in comparable prices versus the level recorded in the previous year.
The analysis of fixed capital investment allocated in the economy, according to the forms of property,
reveals real decline of investments in foreign ownership (with 55.5%), private sector (with 39.8%), in mixed
enterprises with foreign participation (with 32.7% ).

The main sources of financing the investment activity remain to be the own means of economic agents and
population (57.9%). Another important source of financing the investment in fixed capital is foreign
investment that constitutes 19.0%. On the account of budgetary resources both from the state budget and the
administrative-territorial units were completed 10.8 percent of total fixed capital investment (chart no. 1.9).

Chart no. 1.9. Structure of fixed capital investments by sour ces of financing (%)

2009 2008
15.7% 14.6%

51.3%
Budget sources

Means of economic agents and population
Means of foreign investors
Other sources

57.9%

The specific analysis structure of the investment in fixed capital reveals the orientation of the majority party
of investment (32.9 percent of the total) to the purchase of equipment and machinery, followed by the
investments oriented to buildings construction (exclusive residential) and buildings (26.7%). For the
construction of residential buildings have been targeted 17.7% of investments in fixed capital and for the
public transport - 5.8%.

In 2009 the economically active population (according to data of quarterly questionnaires carried out in
12000 households) constituted 1265.3 thousand people, decreasing by 2.9% as compared to 2008. The
activity rate’ of the population aged 15 and over accounted for 42.8%. The number of unemployed,
according to the International Labor Office (ILO) totaled approx. 81.0 thousand people (increasing by 30.7
thousand people versus the previous year) matching to an unemployment rate of 6.4% (4.0% in 2008).

The number of employees per economy® (593.4 thousand employees) reduced as compared to 2008 by 24.7
thousand people (by 4.0%). The construction sector scored the highest staff reduction (by 19.2%). Staff
reductions were also observed in the processing industry (by 12.3%), in the agriculture sector (by 9.4%),
transportation and communications (by 2.7%). At the same time, staff increases were also recorded in the
real estate activity (with 1.8%) and health and social care (with 1.2%).

The average monthly wage of an employee in the national economy in 2009 amounted to 2747.6 lei,
increasing versus the previous year both in nominal and real terms by 8.6%.

Labor remuneration fund constituted 17662.8 million lei. On December 31, 2009, the backlog for labor
remuneration amounted to 153.5 million lei, increasing by 51.6 million lei versus December, 31, 2008.

2 Ratio between the active population aged 15 and over and the total number of population aged 15 and over
* For enterprises with 20 and more employees (5718 economic and social agents)
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Evolution of prices

The inflation rate, at the end of 2009, measured by consumer prices index constituted 0.4% as compared to
the level of 7.3% recorded at the end of 2008 (chart no.1.10). Within the components’ structure, the highest
prices increase (by 2.5%) was recorded for non-foodstuff products, followed by services rendered to the

population (by 2.2%) and for foodstuff products

Chart no. 1.10. I nflation dvnamicsin the structure (by 3.8%).
% The annual inflation calculated during the
18 |- miE s @porting p'eriod through the consumer prices
15 - 17. index during 2009 had a contradictory
12 100 Ve 3 development (chart no. 1.11) — in the first stage
z i » ‘ \ registering a downward trend in the first nine
S| 87 H bs 11.613 s J 04 22 months of the year (from 7.3% in December
0 ‘ 2 ‘ _2.5 B0 2008 to minus 2.3% in September 2009), after
3 b 2005 2006 2007 2008 38 2000 which the process was reversed, registering an
6 - Foodstuffproducts ppward trend .in the? next months, which resulted
D?&%ﬁﬁﬁ%ﬁféﬁgiﬁi opulicn in an annual inflation of 0.4 percent at the end

CPlL of the year.
Annual core inflation® registered a downward
) ) ) ) _ trend in the first 10 months of 2009 (2.1
Chart no. 1.11. Dynamics of inflation and cor e inflation (%) percent in October 2009), then increased
6.0 - continuously until the end of the year,
recording in December 2009 the amount of
2.9 percent, 2.5 points percentage more
301 than the consumer price index inflation for
the same period. It should be mentioned
0.0 that, throughout the year of 2009, the core
inflation recorded higher values than CPI
30 L o ~— | inflation (chart no. 1.11). The largest

contribution to price increases during 2009
recorded the non-foodstuff products (about
1.1 percentage points), followed by the
services rendered to population (about 0.5
percentage points). At the same time, the foodstuff products had a contribution of minus 1.2 percentage
points (table 1.2.).
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In 2009 the most significant reductions in foodstuff products prices were recorded in vegetable oil (25.2%),
eggs (20.7%), and fruit

Table no. 1.2. Components contribution (%) (5.8%). At the same time
. . ,
2008 _ 2009 - there were also recorded
Price o Contribution/ Price o Contribution/ . . 0
growth Contribution CPI growth Contribution CPI Icreases 1 sugar (189 /0)
. - and vegetables (5.1%).
73 73 100.0% 0.4 0.4 100.0%
Foodstuff The pace of price increases
products 6.5 2.3 31.5 -3.8 -1.2 -300.0 of non-foodstuff prOdUCtS in
Non-food . .
products 2.1 0.9 123 25 1.1 275.0 2009 was generated primarily
] 174 0 ‘s 1) . 1250 by increases in medication
Paid services 7. . 56. . .5 5. .
prices (19.5%), fuel (0.5%).

Source: NBS, NBM . g
At the same time, price

* Index calculated by the method of exclusion (there were excluded food, fuel, products and services with administered prices) in the CPI calculated by the
National Bureau of Statistics of Moldova.
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reductions were recorded in construction materials, (3.2%), footwear (0.8%) and clothing (0.1%).

Within the group of services rendered to the population the inflation was mainly induced by the increase on
tariffs by 0.2% on utilities (water supply and sewerage — by 22.6%, energy supply — by 31.0%). Prices
increases were also recorded within passenger transportation (by 5.0%).

Annual average consumer prices in 2009 remained at the last year level. Prices for foodstuff products
constituted minus 5.6%, for non-foodstuff products - minus 0.3%, for services rendered to population -

8.2%.

Industrial producer prices increased at the beginning of 2009 by 1.0%, while in the domestic market
decreased by 0.5%. Prices in the processing industry increased by 1.2%, while extractive industry and
electricity, gas and water prices - decreased by 7.1 and 0.2 percent respectively.

At the same time, the industrial production price indexes for domestic market and in the core activity —
processing industry - have increased during the analyzed period by 3.1 percent each.

Financial situation®

In 2009 the revenues of the national public budget were projected in an amount of 22791.0 million lei,
while expenditures — in an amount of 28457.1 million lei.

The revenues of the national public budget, according to preliminary data, equaled to 23244.1 million lei,
which is 102.0% of the projected amount, by 8.9% (2272.8 million lei) more as compared to 2008.
According to the operative data, the expenditures of the national public budget equaled to 27342.7 million
lei, and represented 96.1% of the yearly budget projections. The national public budget registered a deficit
0f' 4098.6 million lei (6.8% of the gross domestic product for 2009).

Tax collections (84.0% of total revenues) constituted 19521.1 million lei and were carried out in an amount
of 102.6% versus tax revenues foreseen for 2009.

Non-fiscal revenues totaled 839.1 million lei, or 3.6% of projections. Their weight in the total amount of the
national public budget revenues accounted for 3.6%. Revenues from public institutions special funds
equaled to 1553.1 million lei, special funds revenues — 304.6 million lei and grants — 1026.2 million lei, of
which 876.7 million lei represented the external grants.

Out of total volume of the national public budget expenditures, 71.4% were used for social-cultural
programs performance, 9.5% — for the national economy fields, 8.3% — for defense, public order
maintenance and national security, 5.2% — for general state services.

State budget revenues in 2009 constituted 13567.6 million lei, by 2409.9 million lei (15.1 percent) less than
the amount collected in 2008. The state budget expenditures constituted 17199.4 million lei, 4.5% more as
compared to the previous year. State budget in 2009 resulted in a deficit amounting to 3631.8 million lei.

In 2009 the budgets of administrative and territorial units accumulated incomes in the amount of 6285.9
million lei, which is 102.6% versus 2008. Expenditures were carried out at the level of 101.5%, and equaled
to 6530.8 million lei. The budgets of administrative and territorial units were closed with a deficit of 244.9
million lei.

As of December 31, 2009 the external state debt constituted USD 957.5 million (the equivalent of 11779.4
million lei), increasing by USD 179.2 million as compared to the level recorded as at the end of 2008. The
domestic state debt totaled 5104.9 million lei, composed entirely of state securities. Out of total amount of
the domestic state debt, the debt to the National Bank of Moldova constituted 2213.4 million lei. State
securities issued by auction constituted 2441.5 million lei.

* Based on preliminary information of the Ministry of Finance of the Republic of Moldova
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Balance of Paymentsfor 2009 (preliminary data)

The international financial crisis began to be felt in Moldova in the fourth quarter of 2008, 2009 being
deeply marked by its effects, that include:

, o — decrease of the demand both in
Table no. 1.3. Balance of payment of Moldova (main aggregates) (USD, million) the

o7 008 5009 domestic and  foreign
CURRENT ACCOUNT 67381 | -987.40 | -439.29 markets, which led to lower
Goods and services -2309.15 | -3207.89 | -1972.31 foreign trade:
Goods -2303.07 | -3220.37 | -1943.55 ’
Export (FOB) 137334 | 164597 | 1329.16 _ : : :
Import (FOB), including: -3676.41 -4866.34 | -3272.71 substgntlal reduction . n
energy (excluding electricity) 64470 | -903.24 | -652.99 shareholdings of foreign
Services -6.08 12.48 -28.76 : .
Export 625.08 837.20 675.19 anCStOI'S,
Import -631.16 -824.72 -703.95 . . ts fo
Income 41641 | 59782 | 31373 —  Increase in payments lor
receivable, of which: 710.07 905.01 589.98 forelgn investments (d]Vldends
compensation of residents from abroad labor 649.00 842.00 563.40 d int t id t
inflow, of which: 29366 | -307.19 | -276.25 and —1nterest  pal 0 non-
dividends and distributed branches profits -52.77 -37.84 | -136.85 res]dents);
reinvested income and undistributed branch profit -112.81 -99.48 2491
interest on loans -64.03 -73.22 -86.96 — prevalence Of recovery Of
Current transfers 1218.93 1622.67 | 1219.29 .
inflow, of which: 1284.17 | 1734.16 | 1318.43 foreign loans repayments
workers’ remittances from abroad 842.26 1046.02 635.18 (including attracted from foreign
outflow -65.24 -111.49 -99.14 . ]
CAPITAL AND FINANCIAL ACCOUNT 55950 | 910.81 | 376.83 investors);
Capital transfers -7.96 -14.61 -17.54 .
Direct investment 52204 | 69149 | 7945 - allocations of SDRs by
of which: in the national economy 539.31 707.57 86.43 the IMF:
equity capital 227.38 441.70| 155.08 © i
reinvested earnings 112.81 99.48 -24.91 _
other capital 199.12 | 16639 | -43.74 deferral of payments on
Portfolio investment 4,51 6.38 -5.82 current arrears led to the
Assets’ -0.07 -0.04 -0.25 : .
equity securities -0.07 003 | =025 economic  growth in  other
debt securities -0.01 sectors.
Liabilities ™ -4.44 6.42 -5.57
equity securities 1.72 11.36 239 The value of the current account
debt commitments -6.16 -4.94 -7.96 d fici fb 1 f f
Financial derivatives —banks (net) -0.47 0.94 0.34 eficit o alance o payments 0
Other investment 5;9.56 672.62 é13.85 the Repub]ic of Moldova for
Assets 5.32 54.17 -210.51 11
trade loans 761 7833 5058 2009 fell to 439.29 million
currency and deposits 48.93 -25.96 | -265.29 dollars, the goods and services
loans -6.00 1.80 4.20 d d fici . US $
Liabilities * 543.94 | 62445 | 33036 trade deficit amounting to U.S.
Irade loansl ;07-28 ;éng 27-25 1972.31 million (compared to
ong-term loans 12.81 0. -41.35 tq1: .
disbursed 565.91 76137 | 319.93 3207.89 million USD in 2008).
reimbursed -253.10 -400.88 -361.28 . . .
short-term loans 1284 | 4944 | 095 | Capital and financial account of
depos1'ts o'f.n'on—re51dents within the national banking system 60.56 53.12 -46.64 the balance of payments ended in
other liabilities 50.65 46.11 187.45 . .
SDR allocation 184.20 2009 with a surplus amounting to
Reserve assets. ' -528.86 -452.01 200.55 376.83 1’1’1111101’1 dollars.
Errors and omissions 114.31 76.59 62.46
Foreign money transfers of the individuals (labor migrants and ' : .
others) through banks from Moldova 1218.23 1660.09 | 1182.02 Moldova S . international
"(-) —increase (+) —decrease; ~ (+) —increase (-) —decrease; ~ —including rescheduled loans mvestment position at the end of

2009 remained debtor net and
constituted USD 4077.67 million: the assets increased by 1.4 percent and liabilities - by 6.0 percent.

Current account

In 2009, according to the preliminary data, the balance of payments recorded a negative balance on current
account, decreasing by 55.5 percent compared to the previous year. The current account deficit ratio to
GDP was 8.1 percent, compared to 16.3 percent in 2008.
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Chart no. 1.12. Current account —main components (USD, million) The trade deficit had an influence on
the current account balance. Its
2000 - 1622.67 . ff -
1500 1 1218.93 | 1219.29 negative  eftect was  partially
1 597.8 ! iti i
lggg 7 4164 : 3137 mltlgate':d by the cumulative surplus
ol 12.4 ‘ of the income and current transfers,
500 | 6.0 08 which covered the deficit of foreign
-1000 - 67381 1 -439.29 trade in goods and services at a rate
-1500 | 073 -987.40 ‘
2000 | | of 77.7 percent.
) ] -1943.55 . . .
iggg 1-2303.07 ! Foreign trade in goods and services
3500 J 392037 ! volume has decreased by 26.8
2007 2008 2009 percent, totaling U.S. $§ 5981.01
=== Goods Services million, as compared to the previous
N [ncome I Current transfers
—o— CURRENT ACCOUNT year. The value of exports of goods

and services fell by 19.3 percent, up
to 2004.35 million dollars, while that of imports decreased by 30.1 percent, up to 3976.66 million dollars.
The export to import ratio has increased compared to the previous year by 6.8 percentage points and
constituted 50.4 percent. The foreign trade deficit in goods and services totaled U.S. $ 1972.31 million,
reducing it by 38.5 percent.

The external trade deficit in goods fell by 39.6 percent compared to the previous year, up to the level of
1943.55 million dollars (f.0.b. prices). The deficit reduction was due to the total value of imports for 2009
that showed a more significant reduction than the total value of exports, with 32.7 percent and 19.2 percent
respectively.

The ratio of goods trade balance and GDP fell by 17.2 percentage points and constituted 36.0 percent. It
should be mentioned that the trade deficit in absolute terms outpaced the exports of goods.

The trade of goods with both CIS and the rest of the world have ended with negative balances: the deficit
with the world recorded the value of U.S. $ 1306.57 million (decreasing by 38.0 percent compared to the
previous year) and with the CIS - U.S. $ 636.98 million (reducing by 42.7 percent).

According to the National Bureau of Statistics (NBS)', the reduction of the trade deficit in 2009 occurred on

the account of negative balances with
Chart no. 1.13. The main destination countries of M oldovan Ukraine, Romania, Russian Federation,

exportsin 2009 Germany and China. Although the trade
with Kazakhstan, the United Kingdom
and Georgia recorded positive balances,

, Poland they have had a negligible contribution
Kingdom 2 6% Turkey h d . £ the deficit of f .
Germany 4.7% 6% 2.6% Kazakhstan to the reduction ot the deficit of foreign
Belarus h .
630, 39% 2.1% Other trade in goods.
Ukraine " i EE countries
6.3% MV 18.2% As for exports, the most important
N NN [

S partners of Moldova in 2009 were
e : Russian Federation, Romania, Italy,
Ukraine, Belarus, Germany, Great

Britain, Poland, Turkey and Kazakhstan.

Romania Russian The cumulative volume of the export in
18.6% Federa“g“ these countries constituted 81.8 percent
223% of total exports for the given period

(Chart no. 1.13).

" The NBS data do not include the adjustments to the external trade in goods made by the Balance of Payments Division of the National Bank of Moldova, such as
exports / imports of individuals, repair of goods, goods procured in ports by carrier, etc. The imports are valued in c.i.f. prices by countries based on the principle
of country of delivery.
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According to the preliminary data, the exports of goods in the Russian Federation were reduced by 8.6
percent in 2009 compared to the previous year, up to 286.60 million dollars. The most important categories
of exported goods were: edible fruits and nuts — USD 65.55 million; alcoholic beverages — USD 52.15
million; medicines — USD 31.91 million, fruit and vegetables products — USD 22.99 million, sugar — USD
19.28 million, carpets and other textile floor coverings— USD 13.41 million.

The exports of goods to Romania fell by 28.6 percent, totaling 239.64 million dollars. The main categories
of goods exported were: wire, cable and other insulated electric conductors, optical fiber cable - USD
88.80 million, apparel and clothing accessories — USD 22.20 million, vegetable oil — USD 11.40 million,
footwear — USD 9.51 million, sugar — USD 9.00 million.

The value of exports to Italy amounted to USD 135.71 million, representing a 18.8 percent reduction.
Categories of goods exported were: apparel and clothing accessories - USD 87.37 million, footwear,
gaiters and similar items - USD 11.21 million, bags, suitcases, folders and leather cases - USD 10.59
million.

During the reporting period, Moldova has exported in Ukraine goods amounting to USD 81.41 million,
43.0 percent less than in 2008. The most important categories of goods exported were: vegetable oil - USD
17.66 million, vegetal kingdom products - USD 16.05 million; alcoholic beverages - USD 13.56 million,
textiles and articles thereof - USD 4.75 million.

The exports to Belarus fell by 12.8 percent, up to the level of USD 80.79 million. The main categories of
exported goods were: alcoholic beverages - USD 44.02 million, vegetal kingdom products - USD 16.97
million.

In the structure of exports by sections were predominant in 2009: food and agricultural products — with a
share of 47.3 percent and textiles and articles thereof - with a share of 20.0 percent.

The exports of the food and agricultural products totaled USD 609.28 million, of which: alcoholic
beverages - USD 157.26 million, edible fruit and nuts - USD 125.47 million, cereals - USD 70.85 million,
sunflower seeds - USD 37.81 million; fats and oils - USD 50.71 million, fruit and vegetables products-
USD 50.13 million, sugar and confectionery - USD 34.67 million, tobacco and tobacco substitutes - USD
15.65 million.

Of the export of textile materials and articles thereof in an amount of USD 257.80 million, USD 224.65
million constitutes the exports of apparel and clothing accessories, and USD 21.38 million - the export of
carpets and other textile floor coverings.

Other major export categories were: machinery, electrical devices and equipment - USD 107.16 million;
pharmaceuticals - USD 45.28 million, base metals and articles thereof - USD 29.45 million, footwear,
gaiters and similar items - 26.08; glass and glass items - USD 22.99 million, plastics and articles thereof -
USD 19.93 million, leather goods - USD 16.59 million, iron, steel and articles thereof - USD 15.77 million.

Chart no. 1.14. Main suppliers of goods of M oldovain 2009 According to the NBS, the main suppliers

to Moldova in 2009, from where 80.3

Hungary Other percent of goods were imported, were

2.0% countries Romania, Russian Federation, Ukraine,

19.7% Germany, Italy, China, Turkey, Belarus,
Poland and Hungary (chart no. 1.14).

China Turkey  Belarus Ppoland
4.8% 4.7% 4.1% 1%
. K ey A ™

In 2009, the imports of goods in Romania
fell by 38.0 percent compared with 2008.
Ukraine Romania  The value of imports amounted to USD
15.9% Russian 16.5% 539.51 million, representing 16.5 percent
Federation of the total. The most important categories

104% of the imported goods were: petroleum
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oils and oils obtained from bituminous minerals - USD 166.83 million; chemicals - USD 57.60 million,
wires, cables and other electrical conductors - USD 38.32 million, textiles and textile articles thereof - USD
23.56 million, electrical insulators and insulating fittings of any material - USD 19.56 million.

The imports from the Russian Federation decreased by 18.6 percent, totaling USD 538.17 million. The
most important categories of imported goods were: petroleum gas and other gaseous hydrocarbons - USD
313.45 million, representing 58.2 percent of the imports from the Russian Federation, food, beverages,
tobacco - USD 51.73 million, chemicals - USD 32.47 million, machinery, electrical and mechanical
equipment - USD 29.85 million, petroleum oils obtained from bituminous minerals - USD 18.08 million,
alcoholic beverages - USD 12.95 million.

The imports from Ukraine amounted to USD 522.72 million, decreasing by 43.4 percent. The main
categories of imported goods were cigarettes - USD 69.00 million, iron, steel and articles thereof - USD
55.89 million, petroleum oils obtained from bituminous minerals - USD 45.69 million; chemicals - USD
39.54 million, vegetable kingdom products - USD 30.77 million, articles of stone, plaster, cement, ceramic,
glass and similar materials - USD 25.00 million, unfinished goods and plastic articles - USD 19.28
million.

The imports from Germany during the reporting period amounted to USD 231.58 million, with 36.9 percent
less than in 2008. The main categories of imported goods were: machinery and devices, electrical and
mechanical equipments - USD 54.25 million, tractors and motor vehicles - USD 36.69 million, textiles and
articles thereof - USD 23.14 million; medicines - USD 17.68 million, plastics, rubber and articles thereof -
USD 14.41 million.

The imports from Italy totaled USD 185.96 million, reducing by 25.2 percent compared to the previous
year. The main categories of goods were: textiles and articles thereof - USD 61.13 million, machinery and
devices, electrical and mechanical equipments - USD 29.61 million; medicines - USD 22.33 million, hides
and skins, fur and articles thereof - USD 11.94 million.

Within the structure of imports by goods sections, as in 2008, the largest share - 21.9 percent is for the
mineral products, which decreased compared to the previous year by 36.2 percent and totaled USD 718.18

Table no. 1.4. Imports of energy (f.0.b. prices) million.

W;g:ftjm 2009versus |  Among other significant
2007 2008 2009 2009 2008 sections can be
__ % mentioned: machinery,
Energy resour ces -total (million USD) 644.70 903.24 652.99 100.0 72.3 d . eI t . aJ
FromCS (million USD) | 407.31 | 546.79 | 43587 66.7 79.7 eVICES, ectric
Coal (million USD) 15.83 19.28 10.48 1.6 54.4 equipments, and parts
(thousand tons) 179.71 148.50 132.88 89.5
Natural gas (million USD) | 203.13 |  256.50 | 267.45 41.0 104.3 th?r?Of B USD 267.22
(million.m®) | 130541 | 1226.90 | 1126.27 91.8 million, textiles and
Fuel (million USD) 18835 | 271.01 | 157.94 242 58.3 ; )
Oil fuel (million USD) 1.62 635 14.25 22 2.2 times articles thereof ,U,SD
(thousand tons) 548 14.00 45.83 3.3times 244.38 million;
Diesel Fuel (million USD) 118.32 17885 | 9271 142 51.8 har ti . D
(thousand tons) 186.09 | 188.04 | 17647 93.8 phal maceu‘cc"alls Us
Car petrol (million USD) 19.64 1869 | 1152 13 61.6 172.25 million, land
(thqugand tons) 30.40 21.70 21.30 98.2 vehicl €s, par ts and
Other (million USD) 1877 67.12 | 39.46 6.0 58.8 e th f
From therest of theworld (million USD) | 23739 | 35645 | 217.12 | 333 60.9 accessories - thereol -
Coal (million USD) 13.12 0.20 - 15 USD 153.40 million,
(thousand tons) 0.01 57.32 1.35 24 : H
Oil fuel (mil. USD) 1.30 0.60 0.22 - 36.7 plastics and articles
(thousand tons) 2.36 0.77 0.42 54.5 thereof - USD 144.59
Diesel fuel (million USD) 100.18 160.70 | 82.98 12.7 51.6 1 ;
(thousand tons) 14494 | 16327 | 142.72 87.4 mll_hon, iron, steel and
Car petrol (million USD) 12532 167.06 | 123.81 19.0 741 articles thereof - USD
(thousand tons) 177.12 189.75 196.53 103.6 126.39 million
Other (million USD) 10.59 14.97 9.91 15 66.2 ) :

In 2009, the imports of
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energy recorded in the balance of payments amounted to USD 652.99 million (f.0.b. prices), by 27.7 percent
smaller than that of 2008 (Table no. 1.4). The main suppliers of energy resources in 2009 were: Russian
Federation (46.0 percent), Romania (25.8 percent), Belarus (10.8 percent) and Ukraine (9.7 percent).

The global economic crisis has affected the service sector, its impact manifested by the end of 2009 with a
negative balance of services, in the value of USD 28.76 million, which constitutes 0.5 percent of the GDP.

The volume of the foreign trade in services fell by 17.0 percent compared to 2008. The services provided to
non-residents totaled USD 675.19 million, and at the same time the non-residents of Moldova have provided
services in the amount of USD 703.95

Table no. 1.5. Dynamics of services million (Table no. 1.5.).
2007 2008 2009 2009versus2008 | The transport services in 2009 had a
million USD % negative balance amounting to USD 3.29
Balance of services -6.08 12.48 -28.76 - million. The value of transport services for
Export 625.08 837.20 675.19 80.6 : fell
Import 63116 | 82472 | 70395 354 non-residents fell by 29.0 percent compared
Transport 18.48 32.12 -3.29 - to the previous year and amounted to USD
Export 263.76 357.04 253.48 71.0 1 . .
Imgort 24528 | 32490 | 25677 790 253.48 million, while those imported - USD
Trips -46.32 -61.89 -60.13 97.2 256.77 million, which is 21.0 percent with
Import 213.62 | 27377 | 22835 83.4 css than the previous year. both as tor the
Communications 48.12 67.19 66.06 98.3 service and the use of transport service, the
Export 85.67 114.56 105.21 91.8 .
Jmport 3755 4737 3915 oy transporjn of goods has domlr}ated,
Other services -26.36 24.94 3140 125.9 accounting for 66.2 percent, respectively,
Export 108.35 153.72 148.28 96.5
Tmport 13471 | -17866 | -179.68 100.6 61.6 percent.

During the reporting period, the travel
services balance has recorded a deficit amounting to USD 60.13 million and the communications services -
a surplus of USD 66.06 million.

The revenue balance ended with a surplus amounting to 313.73 million dollars, which is the equivalent of
5.8 percent of the GDP.

The inflow of revenues constituted USD 589.98 million, with 34.8 percent less than the previous year, and
outputs - USD 276.25 million, reducing by 10.1 percent.

The revenue from foreign residents was estimated at USD 563.40 million, which constitutes 95.5 percent of
the revenue inflows.

The investment income recorded net outflows amounting to USD 184.00 million.

According to the schedule, the main expected payments for the percentage service were: the bonds - USD
0.36 million, the NBM loans — USD 0.85 million, government loans - USD 18.26 million, licensed banks
loans - USD 11.29 million, businesses in other sectors - USD 56.56 million (including the lending service
from affiliated companies - USD 34.23 million).

It should be mentioned that, during 2009, Moldova has paid to foreign investors dividends totaling USD
138.04 million, of which the communications industry held a share of about 45.0 percent.

The balance of current transfers in 2009 recorded a surplus amounting to USD 1219.29 million, with 24.9
percent less than the previous year or equivalent to 22.6 percent of GDP.

The inflow of transfers has decreased by 24.0 percent compared to the previous year, and the outflows - by
11.1 percent. The amount of grants and technical assistance provided to Moldova in 2009 by the
international organizations and foreign governments has been estimated at USD 245.76 million (including
payment of foreign consultants).

The inflows of humanitarian aid recorded by customs statistics constituted USD 21.43 million. The amount
of the international paid contributions constituted USD 4.71 million.
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The most significant weight (48.2 percent) of total inflows of the current transfers from abroad was that the
transfers made by the employees working several years abroad, estimated at USD 635.18 million.

Capital and financial account

The capital and financial account of the balance of payments recorded a surplus in 2009 amounting to
USD 376.83 million (chart no. 1.15), determined by the financial support from the International Monetary
Fund, the deferral of payments by businesses, as well as the reduction of the official reserve assets of the

EE_E@

state.
Chart no. 1.15. The capital and financial
account, main components (million USD)
1000
800 ~
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== CAPITAL AND FINANCIAL ACCOUNT
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The capital transfers showed net outflows of
USD 17.54 million. The financial operations
have resulted in a surplus of USD 394.37
million in 2009 (Table no. 1.6).

The foreign net assets (debt) rose to USD
7.80 million, resulting from increased net
foreign assets in the form of foreign
currency and deposits with USD 265.29
million. It should be mentioned that the
official reserve assets of the state decreased
to USD 200.55 million, in net value.

The net foreign liabilities increased by USD
402.17 million, mainly due to increase of
arrears (other liabilities) of the economic
agents in other sectors, and allocation of
Moldova (with other states) of special
drawing rights (SDRs) in the new financial
instrument applied by the International

Monetary Fund to mitigate the impact of global economic crisis.

The net direct investments made during 2009 by foreign operators in the country were valued at USD 6.98

Table no. 1.6. External assets and liabilities, net flows

2007 | 2008 2009
million USD
Financial account 567.46 925.42 394.37
External assets -506.38 -429.17 -7.80
Direct investment -12.25 -31.23 2.49
Portfolio investments -0.07 -0.04 -0.25
Financial derivates -0.52 -0.06 -0.08
Other investment 35.32 54.17 -210.51
commercial credits -7.61 78.33 50.58
loans -6.00 1.80 4.20
currency and deposits 48.93 -25.96 -265.29
Reserve assets -528.86 -452.01 200.55
External liabilities 1073.84 1354.59 402.17
Direct investment 534.29 722.72 76.96
Portfolio investments -4.44 6.42 -5.57
Financial derivates 0.05 1.00 0.42
Other investment 543.94 624.45 330.36
commercial credits 107.08 115.29 67.65
loans 325.65 409.93 -62.30
currency and deposits 60.56 53.12 -46.64
other liabilities 50.65 46.11 187.45
SDR allocation 184.20

million, as determined by the contributions in
the net share capital in the amount of USD 8.20
million, according to the reported data (Table
no.1.7).

The inflows of the direct foreign investment in
the national economy were valued at USD
347.58 million, decreasing from the previous
year by 2.5 times. This decrease was due to
lower shareholdings by 2.4 times, up to USD
201.83 million.

Within the intra-group lending, the resident
economic agents have received loans from
foreign investors amounting to USD 161.04
million; at the same time, according to the
schedule USD 214.25 million had to be repaid,
actually being paid USD 120.53 million, the
rest increasing the arrears.

19

* 7, Grigore Vieru Avenue, MD-2005, Chisinau « www.bnm.md « E-mail: official@bnm.md ¢
e Tel. (37322) 409 006 * Fax (37322) 220 591 »




I@{ National Bank of Moldova

Table no. 1.7. Direct investment (million USD)

2007 2008 2009
inflow outflow net inflow outflow net inflow | outflow net

Direct investment 611.85 89.81 522.04 868.31| 176.82 691.49 350.67| 271.22 79.45
abroad 0.27 17.54 -17.27 7.10 23.18 -16.08 3.09 10.07 -6.98
in the national economy 611.58 72.27 539.31 861.21 153.64 707.57| 347.58| 261.15 86.43
share capital 249.79 22.41 227.38 481.21 39.51 441.70 201.83 46.75 155.08
banking sector 39.98 39.98 30.06 30.06 25.45 25.45
other sectors 209.81 2241 187.40 451.15 39.51 411.64| 176.38 46.75 129.63
pii‘frlltvs e(sg‘j ig::e“;“z)a“d undistributed 112.81 112.81 99.48 99.48|  -24.91 2491
banking sector 27.57 27.57 22.68 22.68 -20.59 -20.59
other sectors 85.24 85.24 76.80 76.80 -4.32 -4.32
another capital (other sectors) 248.98 49.86 199.12 280.52 114.13 166.39 170.66| 214.40 -43.74
claims against foreign investors 5.02 5.02 7.69 22.84 -15.15 9.62 0.15 9.47
commitments to foreign investors 243.96 49.86 194.10 272.83 91.29 181.54 161.04 214.25 -53.21
Suructure of gé;ﬁ%tn'q;"(ﬁi;‘mt flowsin 1000 1000 1000 1000| 1000 1000 1000] 1000| 1000
banking sector 11.0 12.5 6.1 7.5 1.4 5.6
other sectors 89.0 100.0 87.5 93.9 100.0 92.5 98.6 100.0 94.4

The stock of direct foreign investment accumulated U.S. $ 2604.22 million at the end of 2009 (chart no.

1.16), of which: equity capital and reinvested
Chart no. 1.16. Foreign direct investment in the national earnings - U.S. $ 1982.62 million and intra-

economy, annual growth rate (million USD) group loans (other capital) - U.S. $ 621.60
million, USD 731 per capita.

30007 2565.72 260422
2500 | Geographical distribution of direct foreign
2000 4 1847.73 investment in share capital, accumulated in the
1500 - national economy, indicates that the major share
(51.7 percent) belongs to investors from EU
1000 1 '@31 'Zﬂ countries, the CIS countries - 13.0 percent, and
500 - T~ # investors from other countries - 35.3 percent.
0 I The stock investments in share capital,
2007 2008 2009 originating in the EU increased during 2009,
S Stock at period-end 8= Net flows compared to the December 31, 2008, with 1.6

percent, in the CIS countries - with 4.1 percent,
and in other countries - with 9.6 percent.

Portfolio investment recorded net outflows amounting to U.S. $ 5.82 million, driven by the Eurobonds
service.

Financial derivatives include currency swaps performed by the licensed banks that have resulted in 2009
with net inflows amounting to USD 0.34 million.

Other investments have resulted in net capital inflows amounting to USD 119.85 million: foreign financial
claims (assets) are increasing with USD 210.51 million, and commitments to non-residents (liabilities) -
with USD 330.36 million.

The net repayments in 2009, performed by non-residents from the trade credits granted previously by the
local businesses (assets) were valued at USD 50.58 million, while the increase of the net trade credits
received from foreign partners (passive) - at 67.65 million dollars.

Foreign assets in the form of currency and deposits have increased during 2009 to USD 265.29 million in
net worth, of which the assets of licensed banks increased by USD 186.77 million, while those of the
economic agents in other sectors and of individuals - by USD 78.52 million. This increase can be explained
by converting a large part of deposits in foreign currency deposits.
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It should be mentioned that the non-residents deposits in the domestic licensed banks (liabilities) has
decreased by USD 46.64 million in net worth.

Foreign loans divided by sector are presented in Table no.1.8.

Table no. 1.8. Foreign loans (mil. USD)

2007 2008 2009
received reimbursed received reimbursed received reimbursed
Loans of the monetary authorities (NBM from IMF) 33.27 22.05 37.56 25.43 14.86
Governmental loans 79.28 51.68 74.82 54.73 41.19 44.60
of which: rescheduled 31.94 21.18 31.52 21.74
Bank loans 161.43 39.23 235.75 52.98 100.13 147.86
long-term 150.98 39.23 202.99 48.47 98.13 127.47
short-term 10.45 32.76 4.51 2.00 20.39
Loans of other sectors 309.16 144.53 492.81 297.87 189.04 185.34
long-term 302.38 140.14 446.00 272.25 180.61 174.35
short-term 6.78 4.39 46.81 25.62 8.43 10.99
TOTAL 583.14 257.49 840.94 431.01 330.36 392.66
TOTAL without the rescheduled 551.20 236.31 809.42 409.27 330.36 392.66

In 2009, the National Bank of Moldova has repaid to the IMF U.S. $§ 14.86 million of the previously
received loans.

The Government of the Republic of Moldova received new loans from abroad in the amount of U.S. $ 41.19
million and reimbursed USD 44.60 million.

The licensed banks have attracted from abroad U.S. $ 100.13 million, reimbursing USD 147.86 million of
the loans previously acquired.

The economic agents in other sectors have borrowed from outside U.S. $ 189.04 million. For reimbursement
under the proposed schedule constituted U.S. $ 185.34 million, U.S. $ 153.87 million were actually paid, the
outstanding amounts (arrears) being recorded in other liabilities.

Within the allocations by the IMF of special drawing rights liquidity, Moldova received SDR 117.71 million
(USD 184.20 million): SDR 91.33 million (USD 142.66 million) - in August 2009, the general allocation
and SDR 26.38 million (USD 41.54 million) - in September, within the special allocation.

Other liabilities (arrears and other outstanding commitments) during 2009 have accumulated net worth in
the amount of USD 187.45 million,
which represents arrears of the
economic agents from other sectors.

Chart no. 1.17. Official reserve assets of the Republic of Moldova
at theend of period

USD, million months of At the end of 2009, the state official
2400 - 45 Mo reserve assets totaled U.S. $ 1480.26

2000 1 37 3-/. L, million (chart no. 1.17).
1600 + il 67241 |, The state reserves have declined as a
1200 1 ’Tmo 1480.26 result of effective  transactions
800 + r2 reflected in the balance of payments
400 1 L with USD 200.55 million, of the price
0 0 revaluation of financial instruments -
2007 2008 2009 with USD 6.88 million and has

= Stock of reserve assets
—&— Reserve assets / Monthly average imports of goods and services (right scale)

increased due to the fluctuating
exchange rate of USD against other
currencies by USD 15.28 million.

Among the effective transactions that have influenced the volume of the official reserve assets, should be

mentioned:
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Table no. 1.9. Gross exter nal debt of M oldova (million USD

31.12.2007 |31.12.2008 |31.12.2009
Gover nmental sector 765.80 778.30 957.54
long-term 765.80 778.30 957.54
Bonds and commitments 12.69 6.35
Loans 753.11 771.95 773.67
SDR allocations 183.87
M onetary authorities 159.36 166.97 153.33
long-term 159.36 166.97 153.33
Loans 159.36 166.97 153.33
Banks 362.37 577.99 481.97|
short-term 199.24 265.05 199.69
Loans 10.45 38.70 20.31
Currency and deposits 178.49 226.35 179.38
Other debt liabilities 10.30
long-term 163.13 312.94 282.28
Loans 163.13 312.94 282.28
Other sectors 1523.36 1853.01 1994.48
short-term 942.03 1111.32 1227.88
Loans 10.59 30.78 28.30
Commercial credits 501.73 606.87 676.07
Other debt liabilities 429.71 473.67 523.51
Arrears 84.93 111.66 149.70
Other 344.78 362.01 373.81
of which the debt for energy
resources 343.16 360.39 372.19
long-term 581.33 741.69 766.60
Loans 581.33 741.69 766.60
Dlre_ct investment: intra-group 545.03 729.81 781.51
lending
Commitments to foreign investors 545.03 729.81 781.51
Arrears 25.86 38.31 154.23
Loans from foreign investors 519.17 691.50 627.28
TOTAL 3355.92 4106.08 4368.83

The net reduction of U.S. $ 219.84 million
from net sales of foreign currencies on the
domestic foreign exchange market;

The net reduction of U.S. $ 166.94 million
determined by the reduction of the

required reserves rate in foreign currency
of the licensed banks by the NBM;

The increase of U.S. $§ 184.20 million

resulting from the allocation of SDRs by the
IMF;

The external debt service payments - U.S.
$ 85.14 million for maintenance of
embassies - USD 7.00 million, for
contributions to international
organizations - U.S. $ 3.39 million.

External debt of the Republic of Moldova

The gross external debt of Moldova at December
31, 2009 amounted to USD 4368.83 million,
increasing by 6.4 percent compared to the end of
last year (table no. 1.9).

The external debt distribution by institutional

Table no. 1.10. Public external debt, publicly guaranteed and
private non-guar anteed debt (million USD

31.12. 2007 | 31.12. 2008 31.12. 2009
Public and publicly guaranteed debt 943.99 957.36 1139.75
Short-term 0.04 0.02 0.02
Other debt liabilities 0.04 0.02 0.02
Arrears (principal and interest) 0.04 0.02 0.02
of which: public corporate debt 0.04 0.02 0.02
Long-term 943.95 957.34 1139.73
Bonds and commitments 12.69 6.35
Loans 931.26 950.99 955.86
of which: public corporate debt 5.29 1.14 20.43
SDR allocation from IMF 183.87
Private non-guar anteed debt 2411.93 3148.72 3229.08
Short-term 1141.23 1376.35 1427.55
Loans 21.04 69.48 48.61
Currency and deposits 178.49 226.35 179.38
Commercial credits 501.73 606.87 676.07
Other debt liabilities 439.97 473.65 523.49
Arrears (principal and interest) 84.89 111.64 149.68
Other 355.08 362.01 373.81
Long-term 725.67 1042.56 1020.02
Loans 725.67 1042.56 1020.02
Direct Investment: intra-group 545.03 729.81 781.51
lending
Commitments to foreign investors 545.03 729.81 781.51
Arrears 25.86 38.31 154.23
Loans from foreign investors 519.17 691.5 627.28
Total 3355.92 4106.08 4368.83

Note: From September 2007, public external debt includes public corporations
commitments (businessesin the share capital of which state holds 50.0 percent or more)

sector was as follows: government sector -
21.9 percent, the monetary authorities - 3.5
percent, banking sector - 11.0 percent,
traders from other areas - 45.7 percent,
direct commitments to foreign investors -
17.9 percent.

The stock of public and publicly guaranteed
external debt (table no. 1.10) increased
during the year with 19.1 percent,
accounting U.S. $§ 1139.75 million at
December 31, 2009, mainly on the account
of allocations of special drawing rights from
the IMF.

Private non-guaranteed external
constituted U.S. $§ 3229.08 million,
increase of 2.6 percent.

debt
an

The long-term commitments have increased
during 2009 by 3.6 percent to USD 2787.03
million, while short-term - with 11.8
percent, up to USD 1581.80 million.

Analyzing the commitments in the form of
loans and securities (table no. 1.11), which
amounted to USD 2955.70 million, we find
that 67.9 percent of them accounted for the
private sector (including state guaranteed
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Table no. 1.11. Loans and external debt commitments (million USD)

debt, whose service was performed

_ 31.12. 2007 | 31.12. 2008 | 31.12. 2009 by the private sector), and 32.1
Monetary authorities 159.36 166.97 153.33 f h bli includi
Loans (from the IMF) 159.36 166.97 153.33 percent — for the pu e (including
Governmental debt 765.80 778.30 773.67 the NBM debt, state direct debt and
Direct governmental debt 747.22 762.77 760.37 the private one assumed by the state
Loans 734.53 756.42 760.37 after the execution of securities, and
Debt commitments 12.69 6.35 .
Guaranteed debt assumed by the government 18.58 15.53 13.30 the corporate and publlc debt)'
Other sectors 18.58 15.53 13.30 During 2009, the state debt was

Loans 18.58 1553 13.30 influenced, in terms of reduction, by
Public corporate debt 5.33 116 20.45 .

Banks 0.5 Fhe payment (redemption) of bopds

Loans 0.59 in the amount of USD 6.35 million
Other sectors 4.74 1.16 20.45 and the repayment of principal on

Loans 4.70 1.14 2043 loans previously recovered - USD

Arrears on loans 0.04 0.02 0.02 44.60 million and in terms of
State guar anteed private debt 13.50 10.93 8.43 o .

Other sectors 13.50 10.93 2.43 increase - the disbursements of new
oans 13.50 10.93 8.43 u )

L loans amounting to USD 41.19
Private non-guaranteed debt of state 1376.63 1953.49 1999.82 million. The new loans under the
Banks 172.991  351.64 30259 government guarantee were not

Loans 172.99 351.64 302.59 tracted in 2009
Other sectors 1203.64|  1601.85|  1697.23 contracted m .

Loans (inclusive from the foreign investors) 1092.89 1451.90 1393.32 The external borrowing of pubhc
invest/::)ezztrs on loans (inclusive from foreign 11075 14995 303.91 corporations increased by USD
—oTAL 19.19 million due to new recovery,

232062 291085 2955.70 the stock accumulated at the end of

Table no. 1.12. L oans and external debt commitments,

specifying creditors” (million USD)

31.12. 2007 | 31.12 2008 | 31.12. 2009
Monetary authorities 159.36 166.97 153.33
IMF 159.36 166.97 153.33
Direct state debt 747.22 762.77 760.37
International bodies 461.65 480.25 504.53
IBRD, IDA 434.49 436.40 441.16
EBRD 3.44 2.47 1.50
IFAD 19.31 31.65 37.18
BDCE 441 8.79 1291
IEB 0.94 11.78
Bilateral creditors 272.88 276.17 255.84
USA 56.74 56.41 53.82
Japan 22.51 26.89 23.50
Russian Federation 135.84 133.51 121.30
other 57.79 59.36 57.22

Debt commitments 12.69 6.35
Guaranteed debt assumed by state 18.58 15.53 13.30
Other creditors 18.58 15.53 13.30
Public corpor ate debt 5.33 1.16 20.45
International bodies 0.36 9.31
EBRD 0.36 9.31
Other creditors 5.33 0.80 11.14
State guaranteed private debt 13.50 10.93 8.43
International bodies 13.50 10.93 8.43
BERD 13.50 10.93 8.43
State non-guar anteed private debt 1376.63 1953.49 1999.82
International bodies 101.41 161.26 141.87
Other creditors 1275.22 1792.23 1857.95
TOTAL 2320.62 2910.85 2955.70

"inclusive principal and interest arrears

the year being USD 20.45 million.

The private non-guaranteed debt has been
characterized by the repayments prevalence
according to the schedule - USD 544.95 million,
on the new contracted loans - USD 431.02
million. The accumulation of arrears on
principal constituted 125.19 and on interest -
USD 28.77 million. Thus, the stock of the
private non-guaranteed debt amounted to USD
1999.82 million at the end of 2009.

The distribution of external commitments on
major creditors of the Republic of Moldova is
presented in Table no. 1.12.
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I1. Activity of the National Bank of Moldova

Achievement of the monetary and foreign exchange policy in 2009

The fundamental objective of the National Bank of Moldova is to ensure and maintain the price stability.
Without prejudice to the fundamental objective, the National Bank of Moldova promotes and maintains a
financia system based on market principles and supports the economic policy of the state.

In order to achieve this objective, the National Bank of Moldova shall establish and maintain the money
market conditions, credit and foreign exchange that lead to the sustained and stable economic devel opment
of the state, and in particular, to the financial and currency system based on the market laws.

Thelegidative framework of the monetary policy in 2009

Monetary and foreign exchange policy for 2009 was prepared under the Law on National Bank of Moldova,
being completed in collaboration with the relevant financial and economic bodies of the Moldovan
Government and approved by the Council of administration of the National Bank of Moldova on December
18, 2008.

Moreover, at the end of 2009, the National Bank of Moldova has approved and published the monetary
policy strategy for 2010-2012. The monetary policy strategy is of a medium term and sets the priority
directions of the activity of the NBM, oriented towards achieving the primary objective "to ensure and
maintain the price stability."

In this context, the NBM monetary policy strategy for 2010 - 2012 sets quantitative inflation target at 5.0%
for 2010 with a possible deviation of + 1.0 percentage points, and establishes the annual quantitative target
in amiddle range of asinglefigure.

The strategy also determines the monetary policy regime, monetary instruments and their implementation,
the transmission mechanism of the monetary policy, the decision making process on the achieving the
established objective, the communication and transparency of the monetary policy.

In 2009, the monetary policy, foreign exchange and fiscal — budgetary coordination was performed
including within the Liquidity management committee, established by the National Bank of Moldova and
the Ministry of Finance in 2006, aming to achieve an effective collaboration in order to achieve the
management tasks and to monitor the financial market liquidities.

At the end of 2009, the negotiations began between the Government of Moldova, Nationa Bank of
Moldova and International Monetary Fund on the signing the Memorandum on Economic and Financid
Policies for the years 2010-2012, which was subsequently approved by the Board of Directors of the IMF
on January 29, 2010. One of the preconditions for approval of the document served the achievement of
guantitative monetary goals for the end of 2009, in particular, the net domestic assets, net international

reserves and the monetary base

Table no. 2.1. Quantitative cellingson 3;.12.2009 _ . (Tableno. 2.1).
Monetary indicators Effective on Ceiling for T_hedlffer(_ar}ce
31.12.2009 31.12.2009 with the ceiling In this context. it should be
Net domestic assets of the NBM . !
(MDL, million) -6029.7 -5090.0 -939.7 mentioned that by the end of
Net International Reserves of the i
BNM (U.S. $ million) 1341.0 1300.0 41.0 f/lo(())ilO\t/r;_e h';':tl fOL:}?'y ?nagtk ﬂ'cl);
Net International Reserves of the i X X
BNM (U.S. $ million) 104563 10900.0 -443.7 performance criteria stipul ated

in  MPEF, which dso
contributed to the approval of the agreement.

In the fourth quarter of 2009, the National Bank of Moldova in agreement with the National Bureau of
Statistics has introduced the methodology for calculating the core inflation index that has been adopted and
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published on December 30, 2009. Under this methodology, starting with January 2010, the National Bureau
of Statistics began calculating and publishing the core inflation index, an important indicator of the
monetary policy that indicates the impact of the monetary factors on the inflation process.

Implementation and promotion of the monetary and foreign exchange policy during 2009

The implementation efficiency and promotion of the monetary policy during 2009 had a limited character in
response to the global financial crisis.

The financia crisis has increased the volatility in the monetary and foreign exchange markets and has
intensified the slowdown of the economic activity. Thus, under the low inflation pressures and significant
decline in the economic activity, the National Bank of Moldova has taken measures to support banks
liquidity and to credit the national economy. As a result, the loosening of monetary policy of the NBM, by
gradually reducing the base rate during 2009, and the basic norms of the required reserves, was aimed at
targeting the market interest rates to fall and the further expansion of the opportunities to credit the real
sector of economy.

Although the main monetary policy operations (both short-term sterilization and liquidity injection
operations) were made at the NBM basic rate, the momentum transmitted by the NBM rates were taken late
by the interbank market of credit/deposits and state securities market (SS), and often did not affect the short-
term interest rates in these markets.

Thus, in November 2009 the average rate on loang/inter-bank deposits fell below the lower limit of the
interest rates corridor, constituted by the rate on overnight deposits, recording the lowest value of 1.00
percent annually, amid a stagnation situation of the activity in this market, generated by the excess of the
liquidity in the banking system. Also, in April, in the SS market, when the liquidity recorded a maximum
deficit in the market, the yields rose by 10.0

Chart no. 2.1. Evolution of theinterest rates corridor in 2009 percentage points more than the upper limit of
the corridor rates, the monthly average rate of

24 % SS of 91 days registering 23.8% annualy

22 e Overnight credits
20 | e Overnight deposits (chart no. 2.1).

—8— Interbank credits/deposits

18 4 —%—91- day T- bills The reference rate of the CHIBOR overnight

ii: interbank market, distorted positioned in

12 relation to monetary policy rate in the first

10 1 half of the year, was corrected by the end of

8 | the year, recording relatively smal
oscillations.

However, on the whole, in 2009 the interest

——— ‘ rates in the interbank monetary market and
Jan. Feb. Mar. Apr. May Jun. Jul. Aug. Sep. Oct. Nov. Dec. government securities  took downward
adjustments of the monetary policy rate. The
average monthly interest on loans / interbank
deposits maintained the downward trend, reaching in December the level of 3.02 percent, lower than that
recorded in January - 18.84 percent. The average interest rate on state securities placed in the primary
market also dropped from 17.45 percent in January to 4.51 percent in December, and the yields associated
with SS transactions in the secondary market decreased from 17.22 percent in January to 3.72 percent in
December 2009.

On the background of the decline of the economic activity in the countriesin the region following the global
financia crisis during 2009, the net inflows of foreign capital related to the revenue from foreign trade,
investment and remittances were significantly reduced. Simultaneously, there has been increasing in
demand for foreign currency from individuals influenced by the expectations of exchange rate of MDL.
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Taking into account that the high exchange rate volatility is harmful for both the fundamental objective and
the financial stability of the real and financial sector, the created conditions determined the National Bank of
Moldova to intervene in the market by selling foreign currency to alleviate the excessive fluctuations of the
currency exchange rate and to discourage the speculative behaviour in the foreign exchange market.

Monetary policy instruments
In 2009 the National Bank of Moldova continued to use flexibly the monetary policy instruments.
Chart no. 2.2. Daily balance of the open market operations conducted Open market operations

by the NBM in 2009 Divergent nature of the money
market during 2009 led the

900 - ML million %: 200 National Bank of Moldova to
o 1100 adapt its management of liquidity
0 i 00  according to the market conditions,

-300
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-1200 -
-1500 -
-1800 -
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-2400 - [ Daily balance of NBC

operating through severd
instruments. Besides the monetary
absorption — the NBM certificates
(CBN) were back on the market
after a break of more than 10

-2700 4 -gailyt;talar}caof ’\(l)gﬁr/lationsREPOby purchasing state securities years, state securities REPO -
Pl mermeaTe buying operations (chart no. 2.2).
Jan. Feb. Mar. Apr. Mav Jun. Jul. Aua. Sen. Oct. Nov. Dec. NBM Certificates _ seIIinq
operations

NBM certificates, as a means of monetary absorption, were actively used by the NBM only at the beginning
(first month) and the end of 2009 (last day); the excess market liquidity recorded in the second half of the
year, as a result of purchases of foreign currency by the NBM and of reducing the norms of required
reserves, being left to banks for lending the real sector of economy.

In the first two months, the National Bank of Moldova has organized two weekly auctions of selling CBN,
and starting with the second half of March 2009 has organized one auction per week. The certificates issued
during this period had a maturity of seven days, thus the NBM has achieved the objective of switching to
the issuance of the CBN to a single maturity.

The daily balance of the CBN issued in the first quarter of 2009 has evolved from a maximum value of
2518.5 million lei in January to alow level of 89.0 million lei registered at the end of March 20009.

In 2009, the certificates were sold at arate equivalent to the NBM basic rate.

In the first months of 2009, the base rate was reduced by two adjustments of 1.50 percentage points each on
January 20 and February 10, 2009, to the level of 11.00 percent annualy. Thus, the interest rate of the
issued CBN dropped from 13.96 percent annually at the beginning of January to 11.00 percent annually in
the months of February-March 2009. As aresult of the reduction of the base rate, in the subsequent periods
of 2009, the CBN issuances from December were carried out at an interest rate of 5.0 percent annually.

In 2009, the weighted average rate of sterilization operations amounted to 10.62 percent versus 17.00
percent annually in the previous year.

The declining rates recorded at the NBM sterilization operations, and the insignificant volumes compared to
the previous year led to the reduction of the cost of NBM for the liquidity sterilization from 210.8 million
lei in 2008 to 32.8 million lei in 2009.
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REPO operations

In the context of the declining liquidity recorded in the market starting with the end of the first quarter of
2009, the National Bank of Moldova began in May 2009 to grant liquidity to the banking system through
state securities REPO-buying operations with the NBM base rate for up to 6 months.

In the months from May to June and in the first week of July, the National Bank of Moldova performed
state securities REPO-buying operations as negotiations, providing liquidity to banks through this
instrument, in the amount of 346.0 million lei.

Since November 2009, the National Bank of Moldova has reiterated its intention to support the economic
revitalization of the loan process by committing to provide continuous liquidity to banks by initiating
weekly state securities REPO-buying operations with a fixed interest rate (NBM basic rate), according to a
schedule prepared for the period of November 2009 - December 2010, published on the official website of
the NBM.

From the 7 announced auctions, only within the auction of November 25, 2009, carried out by the Nationa
Bank of Moldova, there were submitted demands by the banks, being paid single bank liquidity in the
amount of 3.0 million lel with the interest rate of 5.00 percent annually for a period of 28 days.

The average weighted interest rate on REPO-buying operations performed during 2009 has registered 10.16
percent annually, the average term being of 114 days.

Lending activity

With the restriction and the liquidity excess in the first quarter of 2009, starting with April the National
Bank of Moldova has moved to a
Chart no. 2.3. NBM operations conducted on the money market in 2009 creditor position against the

2000 ML _milion banking system (chart no. 2.3).

The accessibility broadening of
1500 - credit resources of the National
1000 1 Bank of Moldova in 2009 was
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|—| |_| H diversification of destinations and

0 the increase of the credit limits
granted to banks.

-500 -
| O Average daily balance of credit operations of the NBM During 2009, the National Bank
-1000 O Average daily balance of NBM sterilization operations has alocated loans to maintain
-1500 - liquidity to banks, credit tradersin

protecting the integrity of the

banking system.

The volume of loans granted by the National Bank of Moldova constituted 2209.9 million lei, representing
the main weight in the total volume of refinancing operations of the NBM.

Credit resources of the National Bank of Moldova were granted mainly to maintain the banking liquidity
and to lend the real sector of economy.

To maintain the liquidity of banks, in 2009 the National Bank of Moldova granted loans to the licensed
banks in the amount of 660.0 million lei, the balance of these loans at December 31, 2009 constituting 450.0
million lei.

In order to credit the real sector of economy, the National Bank of Moldova in the months of May to

August 2009 opened credit lines to banks for a year amounting to 960.0 million lei. At the end of the year,
the balance of credits granted to the real sector of economy constituted 798.0 million lei. These credits
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alocated by the bank were mainly for industries and trade (42.2 percent), agriculture and food industry
(about 33.6 percent) and energy industry and fuel (about 14.1 percent).

The loans for maintaining the banks liquidity and for lending the real sector of economy were granted with
the NBM basic rate, variable during the period of credit action, which declined throughout the year from
11.00 to 5.00 percent annually.

In 2009, the National Bank of Moldova has continued to monitor the loans granted in the previous years to
housing construction cooperatives. At the end of the reference year, the balance of these loans amounted to
21.9 million lei. As a result of the payments made on time or in advance, the balance of credit loans for
housing construction cooperatives, compared with the end of 2008, declined by 17.0 percent.

The total balance of credit debt of the banks to the National Bank of Moldova at December 31, 2009
amounted to 1859.8 million lei compared to 26.4 million lei of credit debt recorded in late 2008 which was
represented entirely by loans for crediting the housing construction cooperatives.

In 2009, compared with 2008, within the pledge structure, which assures the credit debt of the banks to the
NBM, essential modifications have occurred. In the reference year, the compulsory reserves of banks in
MDL and in freely convertible currencies and state securities held at the National Bank of Moldova were
accepted as pledge for lending, where in 2008 the pledge has been formed only from the cash of the "Loro"
accounts of the banks maintained at the NBM.

Sanding facilities

The operating regime of standing facilities (deposits and overnight credits), established by the NBM
allowed banks to manage efficiently their liquidity and offered to the NBM more flexibility in the monetary
policy implementation.

Overnight credit facility. In the context of the liquidity deficit in the banking system observed at the
beginning of 2009, the National Bank of Moldova during the months of February - May 2009, aiming to
ensure a proper functioning of the interbank money market, provided through the overnight credit facility
cash on the banks demand, the daily average balance in this period constituted about 66.8 million lei.

During the mentioned period, the minimum average daily balance of overnight credits in the amount of 10.0
million lei was registered in February, and the maximum value of 126.0 million lei - in April 2009.

Overnight deposit facility. The NBM reversal position, in relation to the banking system, has not excluded
the permanent formation in 2009 of the excess liquidity in the short term, which was placed at the National
Bank of Moldova at the initiative of the banks through the deposit facility.

The average daily balance during the overnight deposits had an upward trend, from 59.9 million lel in
January to 3069.1 million lei in December 2009, increasing according to the liquidity excess increase in the
banking system.

Required reserves

In 2009, the National Bank of Moldova, in addition to the interest rate policy, has actively continued to use
the required reserves mechanism for monetary policy to achieve its objectives.

During the months of June to September 2009, the Council of administration of the National Bank of
Moldova, while reducing the base rate, decided four times to decrease the norm of the required reserves.

At June 18, 2009, the norm of the required reserves was reduced by 1.5 percentage points, being established
at arate of 16.0 percent of the base, starting with the tracking period of the attracted funds of June 21, 2009
to July 5, 20009.

On July 16, 2009, the norm of the required reserves was reduced by 2.0 percentage points, being established
in proportion of 14.0 percent of the base, staring with the tracking period of the attracted funds of July 21 to
August 5, 2009.
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On August 6, 2009, the norm of the required reservesin MDL was established in the amount of 10.0 percent
and those in freely convertible currencies - by 12.0 percent from the base (decreasing by 4.0 percentage
points, and by 2.0 points percentage respectively), starting with the tracking period of the attracted funds of
August 6, 2009 to August 20, 2009.

On September 3, 2009, the norm of the
required reserves in MDL and in freely
convertible currencies was established in
the amount of 8.0 percent of the base
(decreasing by 2.0 and 4.0 percentage
- 15.0 points respectively), starting with the
| 120  tracking period of the attracted funds of

September 6, 2009 to September 20,

90 2000.
The consequent decrease of the required
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2000 1 130 reserves norm has generated large
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Chart no. 2.4. Evolution of the financial means attracted in MDL,
MDL required reserves and the norm of therequired reservesin 2009
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During 2009, the required reserves level
of the banks was determined by the required reserves size and by the development of the attracted funds
(chart no. 2.4).

During the months of January to May 2009, when the norm of the required reserves was maintained at a
constant level of 17.5 percent of the base, the required reserves in MDL decreased by about 19.0 percent
because of the negative evolution of the attracted funds as aresult of the global financial crisis.

The downward curve of the required reserves, during the months of June to November 2009, was mainly
determined by the decrease of the required reserve norm and by the maintenance of the descendent trend
during the nominated period of funds attracted by banks.

In December 2009, the required reserves trend in MDL has reversed, with an increase for two consecutive
tracking periods of attracted funds.

Chart no. 2.5. Evolution of therequired reservesin The amount of the required reserves

USD and EUR during 2009 in MDL of banks during the
tracking period of the attracted
funds - December 6 to December
20, 2009 and maintained at the end
of the year, constituted 1041.9
million lei, decreasing by 1844.4
million lei, or about 2.8 times
compared to the same period last
year.
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The amount of the required reserves

‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ held by banks in dollars and Euros,

Jan. Feb. Mar. Apr. May Jun. Jul. Aug. Sep. Oct. Nov. Dec. at December 31, 2009 constituted

U.S. $42.0 million and 48.6 million

Euros respectively, decreasing by U.S. $ 68.4 million and by 73.7 million Euros, or 2.6 and 2.5 times,

respectively, compared with the required reserves maintained by banks at the end of December 2008 (chart
no. 2.5).
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Results of the Monetary and foreign exchange policy during 2009

Implementation of the monetary and foreign exchange policy during 2009 took place in a situation of
€economic crisis.

The significant deviation of the development of the macroeconomic indicators of macroeconomic
assumptions and expectations that formed the basis on the monetary policy, the fierce situation and negative
expectations of people have significantly influenced the implementation of monetary policy and the
fundamental achievement.

Also, it should be mentioned that, in these difficult conditions, the National Bank of Moldova managed to

ensure the relative stability of prices, to maintain the stability of the banking system and to moderate the

pressures on the foreign exchange market. In this context, the preliminary data provided by the Nationa

Bureau of Statistics, the gross domestic product declined in real terms by 6.5 percent. During the same

period, the exports of goods and services decreased by 7.8 percent and imports - by 19.3 percent in the

Chart no. 2.6. Cumulative evolution of the consumer price previ O_US year. The average exchange rate

indices for 2009 (%) of national currency for 2009 amounted

to MDL 11.1134 for 1 USD. The state

budget recorded a deficit of 6.0 percent of
GDP.

The economic activity restriction
associated with the global economic
crisis that has reflected on the national
economy has conditioned the significant
reduction of the growth rate of the
consumer prices and the inflation of 0.4
percent recorded by the end of 2009,
including the food prices that fell by 3.8
Jan. Feb. Mar. Apr. May Jun. Jul. Aug. Sep. Oct. Nov. Dec. percent while the non-food products and
public services prices rose by 2.5 and 2.2

percent respectively (chart no. 2.6).

The core inflation index® for 2009 constituted 2.9 percent, being higher to the inflation rate by 2.5
percentage points and by 6.1 percentage points lower than the limit originally predicted inflation indicator,
which shows that the deflation recorded during 2009 was potentiated mainly by the non-monetary factors.

The implementation of the monetary policy instruments and measures, aimed at mitigating the
consequences of the global economic crisis, including the withdrawal of foreign investment, reducing the
liquidity of the banking sector, currency depreciation expectations and withdrawal of deposits by the
population, led to the following dynamic monetary indicators.

Dynamics of monetary indicators
Reserve money

In 2009, the reserve money” decreased by 10.1 percent (1177.3 million lei) compared to the previous year
and amounted to 10456.3 million lei at end of December 2009. The evolution of the reserve money was
determined by net domestic assets decreased by 1832.5 million lei, or by 45.6 percent compared to the end
of 2009, as aresult of shrinkage of other items by 2222.1 million lei.

! Index calculated by exclusion method (local foodstuff products, fuel, products and services with administered prices were excluded), based on CPI published by
the National Bureau of Statistics of the Republic of Moldova.

2 Reserve money includes currency in circulation (outside the banking system), banking reserves (required reservesin Moldovan lei of banks with the National
Bank of Moldova and cash money with banks' vaults) and sight deposits of other organisations held at the National Bank of Moldova.
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At the same time, the domestic credit

Table no. 2.2. Components of the monetary base at end of the period (million lei)

Modification increased by 389.7 million lei or by

2008 2009 | relative [ absolute 8.4%, as a result of the increase by

% | millionlei [ 493.0 million lei, or by 11.8% of the

M onetary base 116336 | 104563 | -101 | -1177.3 claims of the NBM to the banks, while

Money in circulation 75787 | 8849.0 16.8 1270.3 claims to the Government showed the

Bank reserves 40513 | 16044 | -604 | -2a469 | Opposite trend, decreasing by 493.0
Obligatory reserves 28863 | 10419 | -639 | -18444 million lei, or by 21.6%.

Other reserves 11650 | 5625 | -51.7 | -6025 The dynamics of the domestic credit

Deposits of state enterprises 3.6 2.9 -195 -07 has remained positive throughout

2009, continuing to increase until
October. The trend has reversed in the fourth quarter, noting a decline in the growth rate (chart no. 2.7), due,
in particular, to the measures to absorb the liquidity excess in the money market by applying the monetary
policy instruments: the sales of certificates of the National Bank of Moldova (CBN) and the acceptance of
the overnight deposits from the banks.

The net foreign assets of the National Bank of Moldova increased by 655.2 million lei, or by 4.2 percent
versus the end of 2008.

Chart no. 2.7. Components of reserve money increase It should be mentioned that, in the

ver sus December 2008 (MDL., million) months of April - June 2009 and October

- December 2009, the dynamics of the

2888 =1 Net foreign assets net foreign assets was characterized by

mmm Domegtic credit

an upward trend, being more pronounced
—a— Reserve money

at the end of the year, during which
reached positive values. The evolution of
the net foreign assets was influenced by
the foreign currency procurement of the
National Bank of Moldova from the
interbank market (chart no. 2.7).

Within the structure of the reserve
money, by the end of 2009, the weight of
money in circulation increased by 19.5 percentage points from 65.1 percent, up to 84.6 percent. At the same
time, the weight of the banking reserves declined from 34.8 percent to 15.3 percent.

3000 -

2000 +

1000 -
0

-1000 -
-2000 -
-3000 -
-4000 -
-5000 -

[} o > o
£ = £ = 3 ° 2 & S & A4

Jan. 2009

The decrease of the weight of banking reserves during 2009 has been determined by the significant
reduction of the norm of the required reserves from the attracted funds in national currency, up to 8.0
percent to the end of 2009.

Monetary multiplier M3 (ratio between the reserve money and money supply M3) increased during the
reference period from 2.72 to 3.13, as a result of the negative evolution of the reserve money on the
background of the inessential growth of the money supply M3.

Money supply

During January-December 2009, the money supply (M2)® decreased by 3.8%, noting a significant
slowdown compared with the annual growth of 18.4 percent in 2008. The annual dynamics of the M2
aggregate was characterized by the negative trends, being more pronounced in the period of February - May
2009, with a sharp declinein April - December 2008 - with 21.9 percent.

The restriction of money supply M2 was imprinted during the opposite contributions of cash in circulation
and deposits in national currency. At the beginning of the year (between January-April 2009), the dynamics

3 Money supply M2 includes the currency in circulation (M0), depositsin MDL and money market instruments
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_ of both components of the money
_ Qhart no. 2.8. Evolution of the money supply M2 monetary M2 was egtablished on a
(increasing compared to the same month of the previous year, %) \ . L
negative territory, continuing the
downward trend since 2008, and
reflecting a similar behavior (chart no.
2.8). This period was characterized by
withdrawing the money  from
circulation as a result of net selling of
foreign currency by the NBM. Since
May 2009, the dynamics of the
o monetary aggregate (MO%) has
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In 2009, the deposits in national

currency recorded a deeper decline
than MO monetary aggregate developments - with 14.7 percent (in 2008 increasing by 21.0 percent). Thus,
the deposits in national currency have contributed to lower directly the money supply M2, determining the
negative trend of the dynamics of the money supply M2 in 2009.

The main causes of decrease of deposits in national currency attracted from institutions and non-monetary
financial ingtitutions as well as from the population constituted the worsening conditions of the
implementation of the debt service on loans granted to these sectors of the economy and the reduction of the
current income which amid the reduction of the economic activity, has led to the failure of the money
Sources.

The share of sight deposits in the total deposits in national currency constituted 36.0 percent in December
2009, increasing during the reporting period with 7.6 percentage points. This aggregation in the structure of
deposits in national currency for the sight deposits shows the need to access the high liquid cash resources
required by the failure both from the industry and popul ation.

At the same time, the growth of money
5
Chart no. 2.9. Evolution of the counter parties of the money supply M3 §upply (M3)” moderated to 3-2 percept
(increasing compared to the same month of the previous year, %) in 2009 versus 15.9 percent registered in
2008.

From the perspective of the counterparts
e N - & . A T of money supply M3, the developments
of the credit granted to private sector
and population have exerted a negative
effect on the monetory indicator M3 in
A0 f the period of January-November 20009,

C—Money supply (M3) ini i ;
o0l B Dormeatic cresit determinign the economic stagnation of
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== Net foreign assets the loan process. Another impact on

B L reducing M3 in this period constituted
2P528539583¢8 the downward trend in net foreign

g assets, as a result of the negative net

flow increase of the export-import

4 Monetary aggregate MO- money in circulation; the cash emitted into circulation by the National Bank of Moldova, excluding the cash from the banks office and
from the NBM office.
® Money supply M3 includes money supply M2 and depositsin foreign currency of residents expressed in U.S. dollars.
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operations and of the private external credit under the restriction of the economic activity in the private
sector. In December 2009, the trends of the both counterparts of money supply M3 returned to the positive
values (chart no. 2.9).

Chart no. 2.10. Dynamics of the main components of the money supply
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Chart no. 2.11. Evolution of creditsin economy
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The positive dynamics of the monetary
indicator M3 different from that of M2 is
due to the upward trend of deposits in
foreign currency, recalculated in MDL,
which during 2009 increased significantly
- by 18.5 percent, while increasing in U.S.
dollar was only 0.2 percent (chart no.
2.10).

The highest growth rate of deposits in
foreign currency expressed in U.S. dollars,
was recorded in May 2009 - 7.1 percent
(USD 67.7 million), being determined by
the expectations of depreciation of MDL
against the U.S. dollar in deepening
economic crisis conditions and, as a
consequence, the financial sources
relocation to the deposits in foreign
currency in the detriment of deposits in
national currency.

Subsequently, the dynamics of deposits in
foreign currency registered a moderation
maintained until September with a
moderate increase in the fourth quarter of
20009.

e Monetary market

In 2009, the total balance of loans

granted to economy® fell by 4.9 percent
versus 2008, showing an opposite trend
compared to the previous year which
recorded an increase of 20.3 percent.

The slowdown was recorded both on
credits in national currency and those in
foreign currency, the loans in national
currency were affected more strongly
reflecting an annual growth rate of minus
10.7 percent, being particularly
influenced by the unfavorable conditions
of supply of new loans with high rate for
both private sector and the population.
Thus, the weak demand for loans is
explained by the increasing costs of new
loans and pessimistic expectations
regarding the future revenues (chart no.

® According to IMF methodology, from the total credits in economy (including the interest rate on loans) are excluded the interbank credits and loans to
Government.
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2.11).

The balance of loans granted to private sector decreased in 2009 by 4.3%, while in 2008 it increased by
22.0%. The balance of credits granted to private sector in foreign currency, expressed in U.S. dollars, was
characterized by a more pronounced reduction rate (17.2 percent) compared with that of loans in national
currency, due to common factors of both components of the credits granted to private sector and by the
MDL depreciation against the U.S. dollar / euro and the possible impact on private sector related to risk of
sudden depreciation of the domestic currency.

The deepest negative rate was recorded in the balance of credits granted to the population, which was 8.2
percent in 2009 (chart no. 2.12), being determined by the reduction of 30.0 percent of the balance of the
consumer loans, whose share in the total loans given population at the end of 2009 constituted 51.4 percent.

Within the credits structure by economic branches in 2009 occurred changes indicating growth in demand,
on the background of decreased consumer confidence, consumer credit, whose share decreased from 13.0 to
10.2 percent, aso for credits for real estate, construction and development, the most affected sector by the
global financial crisis, from 14.7 to 12.5 percent. At the same time, the loans granted to industry and trade,
and those to agriculture and food industry remained dominant, noting increases in weight, respectively, from
48.9 to 50.8 percent and from 13.3 to 15.9 percent at the end of 2009 (chart no. 2.13).

Chart no. 2.13. Structure of the balance of credits granted by economic sector s (%)
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Evolution of new loans and interest rates

In 2009, the lending process in the economy declined sharply to 48.8 percent (up to the level of 14246.4
million lel) compared to the increase of 5.0 percent in 2008. The economic decline in the loan process can
be largely put on the account of both the pessimistic expectations of the real sector and banking sector due
to the reduction of the bank financing by international organizations in terms of deepening global financial

crisis and by the reduction of the liquidity in the

Chart no. 2.14. Dynamics of volumes and average banking system.
rates of creditsgranted in national currency The evolutions recorded in both components
. reflect the negative dynamic, the national
MDL, million % :
2000.0 25 % T 250 currency component being more pronounced

1600.0 - compared to the foreign currency component
(the reduction of 54.3 percent, or 9299.3 million

lei versus the previous year) (chart no. 2.14).
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4000 - The majority share in the volume of loans in
domestic currency was still represented by
loans to legal persons, who held 84.9 percent of
total loans in lei, although reduced by 51.1
percent compared to the previous year, reaching
Averageraieon creditsinMBL the |evel of 6645.3 million lei. The strongest

restriction of credit was recorded in the months

C—Volume of creditsin MDL
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of April to June 2009. The loans granted to population had a similar development registering a decrease of
66.4 percent compared to 2008, reaching the level of 1182.6 million lei.

The main causes of reduction of demand
for credit constituted the economic
activity slowdown and the decrease of

Chart no. 2.15. Term structure of loans aranted
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(71.9 percent), thereby confirming the
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goods (chart no. 2.15).

In 2009, the weighted average annual interest rate on new loans in national currency decreased by 0.65
percentage points in 2008, up to the level of 20.31 percent. During the reporting year, the evolution of the
average rates on loans was uneven (from a maximum of 23.25 percent in January to a minimum of 17.65
percent in August 2009), showing decreasing trends that were visible in the second half of the year. In this
period, the lending process experienced arevival sustained by the monetary policy measures adopted by the
NBM on bank loans for crediting the traders in the real sector of economy and for maintaining the liquidity
in the banking system. In the same context, during 2009, while reducing the basic rate, the NBM has
lowered the reserves of funds attracted by banks, measures that aso intended to stimulate the lending
process to the economy.

However, the credit institutions had conservative lending policies and have not reduced the interest rates to
the potential cost, while maintaining relatively high costs to new loans because of the insufficient resources
for lending, the evolution of bad loans and risks in the context of the global financial crisis.

Within the context of a deficit of demand, the loans in foreign currency fell more moderate (with 39.9
percent) constituting 6418.5 million lel (the equivalent of USD 577.5 million). The decrease of the volume
of lending in foreign currency can be attributed mainly to the rebound recorded for loans granted to legal
entities on longer terms (over 12 months), which contributed 66.5 percent of this reduction. However, the
share of the foreign currency loans in
the total of the new loans in 2009
increased by 6.7 percentage points as
compared the previous year (from 38.4

Chart no. 2.16. Dynamics volume and average rates on
creditsextended in foreign currency
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to the level of 10.58 percent in December (chart no . 2.16).

The weighted average annual interest rate on new loans in foreign currency amounted to 12.51 percent in
2009, compared to 12.02 percent in 2008.

e Deposits market

The deposits balance’ within the banking system totaled 23834.1 million lei at the end of 2009, decreasing
by 1.0 percent (251.2 million lei) compared to the previous year. The decrease of the total balance of
Chart no. 2.17. Evolution of deposits deposits was generated by the reduction of the

(increasing compared to the same month of the previous year, %) balance of depo_si ts in national Currency py
14.7 percent, while the balance of deposits in

70.0 foreign currency increased by 18.5 percent.
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® in national currency The Balance of depositsin national currency
Dinforeign currency decreased by 14.7 percent in 2009, up to the
level of 12091.7 million lei compared to the
increase of 21.0 percent in 2008.

100 With a weight of 23.7% of total of money
-20.0 supply (M3), term deposits in national
-30.0 _ e currency decreased by 2414.1 percent, up to
E22532§82 8 thelevel of 7733.9 million lei. Their decrease
was due, in particular, to the individuals
deposits, which fell by 22.5 percent (1870.9

million lei) to the end of 2008.

The balance of foreign currency deposits of residents expressed in MDL amounted to 11742.4 million lei
(the equivalent of U.S. dollars 954.5 million), increasing by 1835.7 million lei.

Feb.

Jan. 2008

The balance of term deposits in foreign currency of residents increased by 12.4 percent to 8943.0 million
lei. Also, 65.5 percent of this growth has accounted for the deposits in foreign currency of individuals,
which increased by 9.2 percent by the end of 2008. Expressed in U.S. dollars, they have decreased by 51.6
million dollars due to the statistical effect caused by the depreciation of the national currency and
constituted USD 622.1 million at the end of 20009.

During 2009, the process of placing funds within the banks has manifested by registering a growth rate,
driven by a preference for saving in the conditions of an economic crisis.

During the reporting year the increase of the volume of term deposits attracted by banks, driven by its
components, the growth of deposits attracted in foreign currency (25.9 percent) exceeded the one of deposits
in national currency (1.3 percent).

It should be mentioned that, during February-March of the reporting year, and the months of June to
September 2009 there was a growing trend of the interest in foreign currency savings as a consequence of
the expectations of the national currency depreciation and shift of financial assetsto foreign currencies. Asa
result, the share of new term deposits attracted in foreign currency within the total deposits structure
increased by 5.5 percentage points compared with 2008, to the level of 51.5 percent for 2009.

Modest annual expansion of deposits attracted in national currency (by 1.3 percent, or 227.6 million lei)
reflected a pronounced deceleration of annual growth of individuals deposits, which stood at minus 8.7
percent (1218.6 million lei) while the annual growth rate of deposits of legal persons constituted 34.3
percent (1446.2 million lei).

" According to IMF methodology, out of the total of depositsin the banking system, the funds of the commercial banks and financial ingtitutions, state budget
accounts, extra budgetary funds, non-resident legal and natural persons are excluded.
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Chart no. 2.18. Dynamics of the volumes and average
rates of term deposits attracted in national currency
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The average interest rates on term deposits
attracted in national currency has begun to
reveal a downward trend in response to the
promotion by the NBM of more moderate
rate policy instruments of monetary
regulation. As a result, the average annual
interest rate on new term deposits attracted
in national currency decreased by 3.43
percentage points versus 2008, constituting
14.66 percent in 2009 (chart no. 2.18).

Within the structure of new term deposits
attracted in national currency, and in 2008
the basic segment (39.8 percent) was
represented by the deposits with maturities
from 3 to 6 months, athough with a

reduction ratio of 4.6 percentage points
compared to the previous year (chart no.
2.19). Also, there was a considerable
decrease in the share of deposits with
maturities from 6 to 12 months (by 10.7
percentage points) for deposits with
maturities of up to one month, which
registered a 20.8 percent share of tota in
2009 (increase of 13.6 percentage points).

During 2009, compared to the previous
year, the new term deposits attracted in
foreign currency had a higher dynamic than
the deposits in the national currency. Thus,
the volume of deposits in foreign currency
has increased by 4032.5 million lei (25.9

percent), due to the individuals deposits increase of 4042.8 million lei (30.0 percent).

In the conditions in which the national currency depreciates and the uncertainties regarding the business

Chart no. 2.20. Dynamics of volumes and aver age r ates of
term deposits attracted in foreign currency
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environment in Moldova persist, the
deposits in foreign currency on short term
were preferred, in particular, the deposits
with maturities from 3 to 6 months
because of the attractive yields, whose
share rose from 41.0 percent in 2008 to a
level of 48.1 percent in 2009.

In 2009, the average annual interest rate on
new deposits attracted in foreign currency
registered a reduction tendency, taking
downward adjustments of the reference
rate for its main short-term monetary
policy operations. Under these conditions,
the average annual interest rate on new
term deposits attracted in foreign

currency fell by 2.03 percentage points in 2008; constituting 7.61 percent in 2009 (chart no. 2.20).
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Chart no. 2.21. Evolution of the banking margin for the
operationsin national and foreign currency (percentage points)
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Primary market of state securities
Acting as afiscal agent of the state, the National Bank of Moldova held 195 bonds in 2009.

Chart no. 2.22. Volume of supply, demand and sales of SS
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During 2009, the bank margin (the
difference between the average rate on loans
and deposits) has reversed the downward
trend registered during the years 2003-2008.
Thus, the bank margin associated with the
operations in national currency increased by
2.78 percentage points, up to the level of
5.65 percentage points and the one attached
to the transactions in foreign currency
increased by 252 percentage points,
constituting 4.90 percentage points in 2009
(chart no. 2.21).

Monetary market

One of the consequences of the global
financial criss in Moldova was the
reduction of the budget revenues and,
therefore, the Ministry of Finance was
forced to increase the loans in the domestic
market during the reporting year. Thus, the
supply of state securities in the primary
market auctions exceeded the amount of
1766.0 million lei in 2008 constituting
4371.0 million lei (chart no. 2.22).

During 2009, the volume of demand
registered the highest value compared with
previous years - to 9288.7 million lei. It

should be mentioned that, the offer was exceeded by the demand 2.1 times due largely to the monetary
policy loosening actions undertaken by the NBM in the context of the global financial crisis.

The value of the state securities in circulation amounted to 5203.9 million lei, the adjudgement degree
increasing from 96.1 percent in 2008 to 119.1 percent in the reference year. Since May, when the yields fell
almost by half during a month, the Ministry of Finance has accepted a higher volume of bonds than the

Chart no. 2.23. Monthly dynamics of the volume of supply, demand
and sales of SS at the auctionson the primary market in 2009
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offered ones. Monthly demand has
evolved during the year according to the
liquidity of the market, recording the
minimum value in the months March-
April 2009 (volume applications banks
was less than the volume of supply) and
beyond, usualy more than twice the
second offer half of the year (chart no.
2.23).

The monthly demand has evolved during
the year according to the liquidity of the
market, recording the minimum value in
the months of March-April 2009 (the
volume of banks demand was less than the
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volume of the supply) and usually exceeding two times the supply in the second half of the year (chart no.
2.23).

The interest rates of the SS with maturities up to one year, issued during 2009, had an overal downward
trajectory, except April — the period of liquidity restriction in the market when the yields have marked a
significant increase and the average monthly rate registered a record level of the year by 23.99 percent
annually. Since May 2009, the National Bank of Moldova intervened in the market, expanding the credit
availability by allocating its resources to maintain the banks liquidity and by open market operations (Repo-
buying), which has helped to increase the banks liquidity, and therefore - to return the SS rates on the
downward trend. At the first auction in May they dropped sharply, by about 8.0 - 9.0 percentage points,
recording an average rate of 13.61 percent annually. By the end of the year, the average monthly interest
rate dropped by about 9.0 percentage points in December 2009 and reached a minimum value of 4.51
percent annually.

The relatively low yields, especially in the second half of the year, offered by SS, determined the non-bank
investors to withdraw the investments from the state securities market, so the purchased SS value decreased
from 270.6 million lel in 2008 to 156.7 million lei in 2009, the share of the purchases of the non-bank
investors decreasing in the total emitted volume from 10.8 to 3.0 percent annually. During 2009, non-
resident investors were not registered in the bonds market.

The specific conjuncture of 2009 forced the Ministry of Finance to amend the structure of the state
securities supply: at the end of April, amid the manifested investors uncertainties, there were excluded from
the state bonds (SB) with a maturity of two

Table no. 2.3. Annual weighted average nominal ratesof interest ~ years and with a floating interest and later

on state securities (%) were introduced treasury bills (T-bills) for 21

QB 21days| QB 91 days| QB 182days | QB 364 days | SB 2 years days T-bills with maturity of 9]_, 182 and 364
2008 17.70 1810 18.39 19.02 days were offered at auctions throughout the
2009 4.49 9.54 10.49 12.65 10.95 year, from May, simultaneously with liquidity

injections in the market undertaken by the
National Bank of Moldova, the Ministry of Finance has significantly increased the volume of supply on the
above-mentioned maturities, especialy on T-bills of 182 days, which is the most used by banks in REPO
operations with the National Bank of Moldova.

Over two thirds of the securities issued have a maturity of 91 and 182 days. The state bonds with floating
interest with maturity of two years were issued at a rate of 55.5 percent of the bid and only during the first
quarter, their share in the total of issued SS decreasing from 3.6 percent in the previous year up to 0.3
percent in 2009 (chart no. 2.24).

Chart no. 2.24. Structur e of government securitiesissuesin the division by type

2008 2009
364 days 2 years B 364 days 2yearsSB 21days
T-bills 3.6% T-bills 0.3% T-bills
27.2% 11.8% 17.3%

91 days

182 days T-bills 182 days 91days
T-bills 45.2% T-bills T-bills
24.0% 37.4% 33.2%

The average maturity of newly issued securities declined from 206 days in 2008 to 162 days in reporting
year.
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The yields of state securities with maturity up to one year have remained close as value only until May,
then, although moved in the same direction, the interest on treasury bills with maturities of 21 and 91 days
have reduced, while those for bonds with longer maturities - 182 and 364 days - increased, only for short
periods decreasing to the levels of 10.0 percent annually.

Although, despite the interest decreasing trend, the banks prefer to lend the state (state securities remaining

one of the absolute means of the domestic

Chart no. 2.25. Evolution of interest rates investment), there was an obvious

reluctance from banks for investments on
terms longer than 6 months.

In the last SS issuance of 2009, the
average interest rates registered values of
2.26, 2.58, 4.76 and 6.06 percent annually
for maturities of 21, 91, 182 and 364 days,
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0.0 ¥ lower compared to the values recorded at
¢\;<a5>§\ra;>é@,>°’§@%@&é&ﬁgﬁw'@%@@&ﬁ@%ﬁ‘oé@oﬁ the end of 2008.

2008 2009 The average annual interest rate on state

= Interbank market interes! rate of loans/deposits securities with maturities up to one year,

Interes rte of S5 o one eeonomy awarded in 2009, decreased, registering

0= |nterest rate of deposits by banks

9.32 percent annually compared to 17.95
percent annually in 2008.

In the yields hierarchy on money market, the supremacy was still kept by the interest on loans in the
economy (chart no. 2.25). The state securities investment has
Chart no. 2.26. Dynamics of volumesof SSin  offered lower earnings than bank deposits in the reporting

circulation at the end of the 2007-2009 year (exception - the temporary increase in rates of SS in
oL April), competing more with the interbank placements.

30001 million 01 Facing with the need for deficit financing, the Ministry of
2500 Finance, simultaneously with SS placed via auctions, on
2000] 15203 . Margh 27 and October 13, 2999 has placed bonds with
' floating interest rate by underwriting (equivalent to the NBM

15001 basic rate plus margin at issuance) and with maturity of one
1000- year in the amount of 300.0 and 150.0 million lei at the

5004 nominal value, respectively.

| | | The volume of state securities in circulation at the end of the
2007 2008 2009 year, from those placed in the primary market through
auctions and subscriptions, grew by 2.1 times compared to
the last year, from the level of 1437.7 million lel at the end of
2008 to the level of 3018.9 million lel at the nominal value on December 31, 2009 (chart no. 2.26).

The state securities in circulation increased the purchase price at the end of the reporting year compared to
the end of the previous reporting year by 1595.0 million lei.

I nterbank money market

The high excess of liquidity in the banking system followed in the second semester of 2009 has determined
the state of passivity of the interbank market. Thus, compared to the previous year, the volume of interbank
transactions declined significantly, amounting to 6736.3 million lei, decreasing by 8896.3 million lei, or
56.9 percent.

40

« 7, Grigore Vieru Avenue, MD-2005, Chisinau « www.bnm.md « E-mail: official@bnm.md e
e Tel. (37322) 409 006 * Fax (37322) 220 591 »




I@{ National Bank of Moldova

In the reference year, analogical to the previous years, the main component of the transactions turnover in
the interbank market was represented by loans / interbank deposits, constituting 99.0 percent of total
transactions. The key volume of the interbank loans and deposits registered a minimum maturity of the
market, the weight of the overnight transactions representing 94.3 percent of the total.

Throughout 2009, the intensity of transactions of credits / interbank deposits developed unevenly, their
monthly volume being in direct dependence on the liquidity fluctuations in the banking system.

The interest rates on loans / interbank deposits in 2009 were placed on a downward curve, following the
NBM basic rate evolution path. During 2009, the monthly average interest rate on those transactions
declined from 18.84 percent annually in January to 3.02 in December and the annual average rate
constituted 15.83 percent annually, decreasing compared to the previous year by 0.59 percentage points.

In 2009, the maturity of the transactions between banks was four days, the weighted average term remaining
at the level of 2008.

Secondary market of state securities
The annual turnover on the secondary

Chart no. 2.27. Dynamics of weighted aver age nominal market was 65.8 million lei, decreasing
rates of SSratestraded on the secondary market by 143.5 million lei compared to 2008,
20 which shows the interest of the major

investors to maintain the securities to the
maturity in itsinvestment portfolios.

The most traded bonds were dtill
securities with the term to the maturity
under one year, i.e. in the range from 28
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6 _._288; to 91 days, which weight represented
4 —o—2009 66.4 percent of total SS transactions

24 ‘ w ‘ compared to 60.3 percent in 2008.

. . x- \ - > . g O . X N o .
SO S T Throughout 2009, a downward trend in

the weighted average nominal interest
rate dominated on the secondary market, areversed trend compared to the previous year. The persistence of
the liquidity excess in the money market in the second half of the year was reflected in a substantia
reduction of the yield definitive operations on the secondary market with state securities - from 17.22
percent in January to 3.72 percent in December 2009 (Chart no. 2.27).

The average annua value of the nominal interest rate has been decreasing by 4.33 percentage points
compared to the previous year, constituting 13.12 percent annually.

Reference interest rates on interbank money market

Chart no. 2.28. Referenceratesin the interbank CHIBOR [/ CHIBID reference rate curve
mar ket and the base rate of the NBM during 2009 (indicative quotations of interest rates in the
placement / attraction on the interbank market
of funds in national currency) has been
. cHiBiD oN decreasing during 2009, except March and April
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of the rate until the end of the year. On average these quotations have fallen during 2009 by approximately
9.0 - 14.0 percentage points on all maturities.

CHIBOR / CHIBID quotations with maturity of one week (1W) were higher than the NBM base rate in the
first half of the year. Since June, 1W CHIBID rate fell below the base rate and continued to fall (in
September at a slower pace) until the end of the year, departing from the base rate. At the same time, the
margin between CHIBOR / CHIBID quotations for 7 days fell by about 3.0 percentage points. On
December 31, 2009, the 1W CHIBOR quotation registered 5.19 percent and 1W CHIBID quotation - 2.03
percent annually (Chart no. 2.28).

Activity of primary dealersin the state securities market

During 2009, there were 11 primary dealers in
the state securities market, who contributed to a
good course of placement auctions of state

Chart no. 2.29. Procurement structure of SSat primary
mar ket auctionsinto categories of participants
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M Primary-dedlers, privat portofolio
Of the total volume of awarded bonds, 93.1

Chart no. 2.30. Selling-buying transactions conducted percent (4845.8 million lei) were purchased by

by primary dealers on the secondary market the primary dealers and on behalf of their own
N account, the volume of SS purchased by
200 -MDL.million investors registering a decline both as a share
1742 @ Bank-bank and absolute value (chart no. 2.29).
Bank-customer
1501 In 2009, the activity of the primary dealers on

105.4 the secondary market of state securities

= declined, particularly in transactions such as

bank-client, which registered a volume of 16.0

million (24.3 percent of the total volume of state

16.0 securities transactions), compared to 174.2

million lei (83.3 percent) in the previous year
(chart no. 2.30).

State Securities Recording in the Book-Entry
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System of the National Bank of Moldova (BES)

The importance of the state securities recording in the Book-Entry system of the NBM (BES) integrated
with the automated interbank payment system (AIPS) results from the fact that securities settlement systems
and payment systems are key elements for the entire financial system, the secure and efficient activity of
these is fundamental to al economic activities, and at the same time, providing the basis for monetary
policy transmission channels and overall stability of the financial system.

The Book-Entry system of state securities managed by the NBM is the mechanism by which the NBM
deposits state securities and certificates issued by the NBM, as well as the settlement of transactions of such
financial instruments.
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In order to minimize the settlement risk, BES in interaction with the payment system of the NBM provides
fina settlement of the DVP transfers in real-time during an operational day within the central bank. The
settlement in real-time is supporting the monetary policy operations and the efficient functioning of state
securities.

All securities registered in the Book-Entry system are dematerialized; it reduces the cost and the risk
associated with their maintenance and transfer.

On December 31, 2009 there were registered securities in the Book-Entry system in the amount of 8343.8
million lei at nominal value, which by issuers constitutes as follows:

[. Ministry of Finance — SSin total 5257.5 million lei, including:

- 3018.9 million lel — 57.4% SS issued through primary market auctions and underwriting;
- 2238.6 million lel —42.6% SS issued and delivered to the National Bank.

[1. The National Bank —NBC in total 3086.3 million lei, issued through primary market auctions.
Total amount of SSregistered in BES at nominal value by holdersis as follows:

Banks
e asof 31.12.2009 - 2904.3 million lel
e asof 31.12.2008 - 1306.1 million lei
Other investors (including Deposit Guarantee Fund)
e asof 31.12.2009 - 114.6 million lel
e asof 31.12.2008 - 131.6 million le

National Bank of Moldova (SS delivered to the NBM as aresult of converting the loans granted previously
to the state and then re-issued)

e asof 31.12.2009 - 2238.6 million lei

e asof 31.12.2008 - 2364.9 million lei

As for the structure of SS registered as of December 31, 2009 in BES by holders, the increase of the share
held by banks for investment purposes and the decrease of the share held by the National Bank of Moldova,
caused by the downward trends of the state securities interest rates issued and delivered due to the
conversion of loans granted previously to the state, as well as the reduction of the non-bank investors, as a
result of people’s preferences for placements with yields higher than the state securities, reflecting the main
trend of the reverse situation reviewed at the end of the previous year (chart no. 2.31).

Chart no. 2.31. Structure of the SSin circulation in the holders profile

31.12.2008 31.12.2009
National National
Bank Bank
62.2% 42.6%
Other Other
investors Banks investors Banks

3.5% 34.3% 2% 55.2%

The NBM Certificates amounting to 3080.2 million lei were registered in the portfolios of banks and 6.1
million lei in the portfolios of other investors.

During the reference year, in the BES of the National Bank of Moldova, there have been recorded 6284
operations amounting to 56788.7 million lei (twice less than in the previous year), of which:

1.  Primary Market Operations (new issues) — 28933.8 million lei.
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2. The Ministry of Finance redemption of the state securities to their maturity state - 13100.4 million
lei.

Redemption by the NBM of NBM certificates on their maturity - 12359.1 million lei.

Open market operations conducted by the NBM —739.1 million lei.

Selling-buying operations — 65.8 million lei.

Pledge operations — 1590.5 million lei.

oA ®

Collaboration of the National Bank of M oldova with the Gover nment of the Republic of Moldova

Government debt to the National Bank of Moldova

In accordance with the Agreement on the balance of debt contracted earlier from the National Bank in
Moldova in 2009, concluded between the Ministry of Finance and the National Bank of Moldova on
September 24, 2008 and the Additional Agreement of 11 December 2009, the National Bank of Moldova
conducted during 2009 re-issuance of government securitiesin its portfolio to the maturity.

On December 31, 2009 the state debt to the NBM consists entirely of SS amounted to 2213.4 million lei (at
purchase price), remaining at the level of the previous year.

State securities obtained in the NBM portfolio as a result of reissuance of loans made during 2009 have
maturities ranging between 90 and 95 days. The interest rates on issued securities ranged from 2.06 - 24.47
percent annually. The weighted average interest rate on SS held in portfolio a8 December 31, 2009
registered the level of 4.54 percent annually, the average maturity of state securities in the portfolio on the
last day of the reporting period amounted to 48 days.

The market value of the state securities held in the NBM portfolio at December 31, 2009 constituted 2227.9
million lei.

State deposits placed at the National Bank of Moldova

Under the Agreement between the National Bank of Moldova and the Ministry of Finance of December 5,
2007 and the provisions of the Regulation on acceptance of deposits from the Ministry of Finance, approved
by the Decision no. 358 of the Council of administration of the NBM of December 28, 2006, the Ministry of
Finance has placed at the National Bank of Moldova in 2009 deposits in MDL with maturity from 1 month
to 1 year in total volume of 319.0 million lei. Compared with 2008, the amount of deposits placed at the
NBM decreased about 4.0 times, because of the budgetary resources deficit experienced during the year.

On December 31, 2009 the balance of deposits constituted 10.0 million lei. The weighted average rate on
deposits in balance amounted to 18.79 percent annually, increasing by 0.63 percentage points compared to
the rate recorded for deposits on balance sheet at December 31, 2008.

The average deposits on balance sheet at the end of 2009 constituted 246 days, decreasing by 7 days
compared to the previous year.
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Evolution of the foreign exchange mar ket

Chart no. 2.32. Fluctuations of the official exchange rate of MDL EVOlu.tlon of the nominal and real
effective exchangerate

190 MBL During 2009, the official nominal
17.0 exchange rate of the national currency
15.0 against the U.S. dollar depreciated by
130 — 18.3 percent, while against the euro
11.0 W depreciated by 19.6 percent (chart no.
9.0 2.32).
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This depreciation was determined by the
international financial crisis triggered in
2008 when the currencies of the main
trade partners of Moldova were
significantly down against the U.S. dollar

29.06.2009
22.09.2009
16.12.2009

in the period of September to December 2008, in particular: Ukrainian grivna (with 70.5 percent), the Polish
Zloty (with 29.6 percent), Turkish Lira (with 27.9 percent), Russian Ruble (with 19.4 percent), Romanian

leu (with 17.7 percent) (table no. 2.4).

At the same time, the effect of the crisis on the evolution of exchange rate of the MDL had an immediate

Table no. 2.4. Exchangerate changesregarding
the USD during 2008 and 2009 (%)

22008 2009
Polish Zloty -29.6 17
Turkish Lira -27.9 04
Ukrainian Grivna -70.5 -05
Russian Ruble -194 -3.2
Romanian Leu -17.7 -4.3
Serbian Dinar -20.8 -7.6
Moldovan Leu -1.7 -18.3

Depreciation (-)/appreciation (+)

impact in 2008 and was felt in 2009, while in other countries
from the region the situation has stabilized, the currencies
weakening in these countries being insignificant.

The real effective exchange rate of the national currency
(REER), calculated as compared to December 2000
constituted 99.3 percent in December 2009 and depreciated
by 21.4 percentage points as compared to the end of 2008,
which shows an increase of the national currency
competitiveness. REER depreciation occurred on the
background of low levels of inflation in Moldova compared
to inflation in countries that are major trading partners of
Moldova and the appreciation of the dollar against some

currencies (euro, Hungarian forint, Turkish lira, Chinese Yuan and the Romanian leu) and the depreciation
on asmaller scale of the Russian ruble and Ukrainian grivna compared with the inflation in these countries.
Among the main trading partners of Moldova that have contributed to increasing the competitiveness of the
national currency are: Ukraine, Romania, Russian Federation, Italy and Germany (chart no. 2.34).

Chart no. 2.33. Dynamics of the nominal and real effective
exchangerate of the national currency calculated based on
the weight of the main commercial traders

140%

Chart no. 2.34. Contribution of the main commercial traders
of the RM to thereal effective exchange rate depreciation
during 2009
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In the chart no. 2.33 can be observed a depreciation trend of the real effective exchange rate of the national
currency after February 2009, when it reached the maximum level of appreciation of 26.0 percentage points
versus 2000 and 5.4 percentage points versus 2008.

During January - April 2009, a depreciation trend of the national currency against the U.S. dollar on the
domestic foreign exchange market was recorded both in nominal and real effective terms. As aresult of the
globa financial crisis, which affected the countries in the region since September 2008, there was a
decrease in volume of liquidity in the domestic foreign exchange market. Thus, the first four months of
2009 recorded a negative net flow of foreign currency by USD 440.0 million less compared with the
negative net flow of minus USD 37.4 million during the same period of 2008.

Although the negative net flow of foreign exchange for the payments / receipts for foreign trade fell from
minus U.S. $ 933.5 million recorded in the first four months of 2008 to minus U.S. $ 573.1 million in the
same period of 2009, this has not led to the attenuation of the depreciation of the national currency exchange
rate due to the following factors
(chart no. 2.35): (i) a significant
decrease in net supply of foreign
currency from individuals (from
USD 722.2 million in first four
months of 2008 to USD 171.3
million during the same period of
2009, or 76.3 percent compared
with first four months of 2008);
(ii) negative net flows related to
the direct investment, portfolio
and loans from contracted from
affiliated persons (minus U.S. $
22.6 million in the first four
months of 2009 compared with
U.S. $ 73.1 million during the
same period of 2008) and private
external  loans, grants and
technical assistance (minus U.S.
$ 15.6 million in the first four
months of 2009 compared with U.S. $ 100.8 million during the same period of 2008). Simultaneously,
during this period the demand of foreign exchange from individuals has increased, determined by the partial
conversion of fundsin foreign currency,
influenced by people's expectations on
exchange rate of MDL against USD.

| Thus, applying the fixed rate of
December 31, 2008, the deposits in
foreign currency during this period
increased by the equivalent of USD
125.2 million, or 13.1 percent, while the
deposits in national currency decreased
by the equivalent of USD 289.5 million

Chart no. 2.35. Dynamics of net supply of the foreign exchange of
individuals and the net flow of import and export of goods and services,
private external loans, grants and technical assistance

400.0

200.0

0.0

-200.0

-400.0

[ Balance of exports and imports of goods and services
==t==Net supply of currency from individuals
Balance of foreign loans and grants
Balance of direct investment.nortfolio investments and of loans aranted bv affiliates

"Preliminary data

Chart no. 2.36. Evolution of depositsin foreign
currency and in national currency
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or 21.2 percent (chart no. 2.36). In these
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against the USD and to stop the agiotage on the domestic foreign exchange market and to limit the
expectations of depreciation.

Stability on the foreign exchange market has been shown during May to November 2009 accompanied by
some periods of the national currency appreciation. During this period there was an increase in net supply of
foreign currency from individuals, the net flow of private external loans, grants and technical assistance, and
a slowdown for the converting of the national currency into foreign currency. The average monthly net flow
for the period May-November 2009 amounted to U.S. $ 39.6 million compared with the average monthly
negative net flow in the first four months of 2009 (minus U.S. $ 110.0 million). The real effective exchange
rate of the national currency has depreciated by 8.5 percentage points.

In December 2009, the net flow of foreign currency has significantly exceeded the monthly average net flow
for the period May-November 2009 and amounted to USD 134.2 million, being determined by the essential
increase of net foreign supply of individuals (USD 257.7 million in December 2009 compared with the
average monthly value of this indicator for the period May-November 2009 - USD 180.6 million).

Chart no. 2.37. Evolution of foreign exchange r eserves expr essed During this time the official exchange rate
in months of goods and servicesimport of nationa currency against the U.S.

170 .USD, million monthsof doIIar_ depreciated by 10.8 percent. Wlt_h
1600 J imports ’ deﬂatlonal’y tl’end, the NBM u%d th|S
1500 | 50 opportunity to reinforce the international
1400 - [ 40 reserves by actively purchasing the excess
el 30 of foreign exchange from the market, thus
1100 | 20 contributing to  enhancing  the
1888 i ;g competitiveness of local products in
88aaa% - S@§6>88 ' foreign markets. In December 2009, the

g £ == <=3 7% 2 © 2 a0 o real effective rate of national currency

8 depreciated by 6.0 percentage points.

[ Official reserve assets

Official reserve assets in months of imports of goods and services Simul taneOUSIy’ the state's forel gn

reserves rose to U.S. $ 105.8 million, or
7.7 percent, representing U.S. $ 1480.3 million at end of 2009 (chart no. 2.37).

Foreign exchange market of Moldova. Activity of the NBM in the exchange market

Moldova's foreign exchange market analysis in 2009 shows the downward trend of the domestic foreign
exchange transactions against MDL. The total turnover of the foreign exchange traded against MDL in this
period amounted to USD 10487.6" million, decreasing by 24.6 percent compared to 2008 (Table no. 2.5).

Table no. 2.5. Total turnover of the domestic foreign exchange market oper ations (purchases/sales of the foreign
currency against MDL), (equivaent in million USD)

Domestic foreign exchange market by transfer Domestic foragncggshange market in Domestic
. . Foreign Foreign forhe|gn
NBM R? dent Non-resident Le_g_al Miscellaneous| Total |exchangerate | currency Tota exchange
anks banks entities : mar ket
of banks office
Equivalent in millions USD
2008 590.4 521.4 21.2 7626.7 1182.0 9941.7 3309.8 656.6 3966.4 13908.1
2009 857.2 431.1 63.2 4633.1 1099.7 7084.3 2796.1 607.2 3403.3 10487.6
Weight, %
2008 4.2 38 0.2 54.8 85 715 238 4.7 285 100.0
2009 8.2 4.1 0.6 44.2 104 67.5 26.7 5.8 325 100.0
Growth rate compared to the previous year, %
2009 [ 452 | -173 [ 30tmes| -303 | -70 [ -287 | -155 | 75 | -142 | -246

Source: Reports on the operations of buying and selling of foreign currency carried out by banks on the foreign exchange and the balances in the
accounts in foreign currency of the banks customers, and the NBM data.

Source: Reports on the amount of purchase-sale of foreign currency registered at the foreign exchange offices and exchange points near hotels,
and the NBM data.

 This amount does not include the purchases / sales against the MDL, of the NBM, Ministry of Finance and other ministries.
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The structure of the total turnover on foreign exchange purchases in the domestic foreign exchange market
against MDL constituted USD 5367.3 million, and the sales - USD 5120.3 million.

The volume of foreign exchange transactions conducted in the domestic foreign exchange market during
2009 has registered an upward trend, reaching in the fourth quarter a maximum of USD 2778.6 million.

In 2009, compared with 2008, both the foreign exchange market turnover with transfer and the foreign
exchange turnover in cash decreased by 28.7 percent and by 14.2 percent respectively.

The share of the foreign exchange market by transfer to the total turnover in the domestic foreign exchange
market has decreased by 4.0 percentage points (from 71.5 percent in 2008 to 67.5 percent in 2009) and the
share of the cash foreign exchange market increased in the same proportion (from 28.5 percent in 2008 to
32.5 percent in 2009).

Compared to 2008, during the reporting period, within the structure of the total turnover on the domestic
foreign exchange market transactions of key participants of the market rose by 4.0 percentage point, the
share of the National Bank of Moldova, exchange offices belonging to banks - by 2.9 percentage point,
exchange offices that do not belong to banks - by 1.1 percentage points, of non-resident banks - by 0.4
percentage points, of resident banks - by 0.3 percentage points and the share of legal entities has decreased
by 10.6 percentage points.

Chart no. 2.38. Evolution of the official exchangerate of Chart no. 2.39. Dynamics of the foreign exchange
USD/MDL and NBM interventions reserves expressed in months of imports
160 - YUSD, million MDL/USD _ 155 180Qy o monthstoL, 45
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To mitigate the excessive fluctuations of the exchange rate of the national currency against the U.S. dollar
during 2009, the National Bank of Moldova intervened on the domestic foreign exchange market using

Table no. 2.6. Structure of turnover of foreign exchange transactions on domestic foreign currency  operations

exchange market by major currencies in the net amount of
Non-cash foreign Cash foreign exchange | Total foreign exchange market| | total minus USD 222.8
exchange mar ket market wrnover | million,  including
purchases | sdes purchases | saes purchases | sales .
2008 Weight, % usb purchasing
usD 493 71.0 376 314 43.9 66.0 54.9 operations - USD
EUR 255 25.8 55.3 615 39.3 30.3 348 315.9 million, USD
RUB 25.0 28 6.0 34 16.2 2.9 95 :
Other currencies | 0.2 04 11 37 06 08 0.8 sdles operations -
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 USD 538.7 million
2009 Weight, % (chart no. 2.38).
USsD 70.0 68.3 311 35.3 50.6 63.1 57.0
EUR 277 29.1 64.3 59.9 46.0 34.0 39.8 State's foreign
RUB 2.2 25 3.9 2.7 3.0 25 2.8 exchange  reserves
Other currencies 0.1 0.1 0.7 2.1 0.4 0.4 0.4 .
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 decreased during
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2009 to USD 192.1 miillion, or 11.5 percent, from USD 1672.4 million to USD 1480.3 million, which
covers 4.5 months of imports (chart no. 2.39).

The analysis of the total turnover structure of foreign exchange transactions on the domestic foreign
exchange market during the years 2008 and 2009 revealed the prevalence of transactions in free convertible
currencies. In 2009, the total turnover by type of structure has evolved as follows: USD - 57.0 percent, EUR
-39.8 percent, Russian ruble - 2.8 percent and other currencies - 0.4 percent (table no. 2.6).

During 2009, the U.S. dollar maintained its dominance in both total turnover of foreign exchange
transactions on domestic foreign exchange market and the total turnover of foreign exchange transactions
conducted on the foreign exchange market by transfer.

Compared to 2008, a ratio increase of the U.S. dollar of 20.7 percentage points was recorded (from 49.3
percent in 2008 to 70.0 percent in 2009) as for purchase by transfer on the foreign exchange market and a
ratio decrease of the Russian ruble of 6.7 points percentage was recorded of the total turnover of foreign
exchange transactions on domestic foreign exchange market as a result of a significant decline in the weight
of Russian ruble as for purchases by transfer on the foreign exchange market.

As for cash purchases in foreign exchange market the euro has increased by 9.0 percentage points (from
55.3 percent in 2008 to 64.3 percent in 2009).

_ _ _ Compared with
Table no. 2.7. The main sour ces of foreign currency purchase by the licensed banks from 2008, the foreign

Moldova in the domestic for eign exchange market (the equivalent in millions USD).

Foreign exchange purchases on the foreign exchange mar ket against MDL from: currency purchases
: Non- totaL | Mmade by Moldovan
NBM Resident resident Legal Exchange offices | Individuals Various i

banks banks entities 9 banks 1g] the

Equivalent in millions USD domestic foreign

2008 176.0 255.4 20.6 2625.7 0.0 3005.2 670.9 6753.8 exchange market in
2009 538.7 215.8 32.6 1273.2 0.0 2343.6 658.3 5062.2

T 2009 fell by U.S. $

2008 2.6 38 0.3 38.9 0.0 445 9.9 100.0 1691.6 million, or
2009 10.6 4.3 0.6 25.2 0.0 46.3 13.0 100.0

Growth rate, compared to the previous year, % 25.0 percent (tabl_e

31 no. 27). This
2009 times -155 58.3 -51.5 - -22.0 -1.9 -25.0

Source: Reports on foreign currency buying selling operations made by banks on the foreign exchange market and balances decrease was

of the accounts in foreign currency of banks customers, and the NBM data. mainl Yy due to

decrease of

purchases from legal entities by USD 1352.5 million (by 51.5 percent) and individuals - with USD 661.6
million (by 22.0 percent). It should be mentioned that a significant increase of USD 362.7 million (or by 3.1
times) of foreign exchange purchases of the licensed banks from the NBM was recorded. In 2009, the
foreign currency purchases by banks on the domestic foreign exchange market were mostly carried out by

individuals (with 46.3

Table no. 2.8. The main directions of foreign currency sale by the licensed banks from percent), legal entities
Moldova in the domestic for eign exchange market (the equivalent in millions USD) (with 25.2 percent), the
Foreign exchange sales on the foreign exchange market against MDL NBM (Wlth 10.6

; ; TOTAL o
NBM R? dent | Non-resident Legd entitied Bxchange| | yviduals | various percent) and resident
anks banks offices b k ,th 43

Equivalent in millions USD anks (WI '

2008 4144 | 2660 06 5001.0 0.0 612.2 2035 | 64977 percent).
2009 3185 215.3 30.6 3359.9 0.0 652.6 2413 4818.2 Compared to the
Weight, % . .

2008 6.4 41 0.0 77.0 0.0 9.4 31 100.0 previous . yedr, ] during
2009 66 45 06 69.7 0.0 136 50 1000 the reporting period, the
Growth rate, compared to the previous year, % share of the purchases
2009 -23.1 | -19.1 | 51.0times | -328 | - | 6.6 186 -25.8 from the NBM has
" Source: Reports on foreign currency buying selling operations made by banks on the foreign exchange market and increased (by 8.0

balances of the accountsin foreign currency of banks customers, and the NBM data. .\
percentage points) from
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individuals (by 1.8 percentage points), resident banks (by 0.5 percentage points) and from non-resident
banks (by 0.3 percentage points). However, there was a decrease of the share of purchases from legal
entities (by 13.7 percentage points).

Foreign exchange sales made by banks from Moldova in 2009 in the domestic foreign exchange market
decreased compared with 2008 by USD 1679.5 million, or 25.8 percent (table no. 2.8), being particularly
determined by the decrease of salesto legal entities - by U.S. $ 1641.1 million (32.8 percent) to the NBM -
by USD 95.9 million (23.1 percent) and to resident banks - by USD 50.7 million (19.1 percent).

The sale of foreign exchange by banks on the domestic foreign exchange market was mostly made for legal
entities (69.7 percent), individuals (13.6 percent), the NBM (6.6 percent), resident banks (4.5 percent).

In 2009, compared with 2008, the share of foreign exchange sales to legal entities (with 7.3 percentage
points) has decreased.

Also, it should be mentioned that the share of foreign exchange sales for individuals (by 4.2 percentage
points), non-resident banks (by 0.6 percentage points), resident banks (by 0.4 percentage points) and for the
National Bank of Moldova (by 0.2 percentage points) has increased.

The excess of foreign exchange on the domestic foreign exchange market in the total amount of USD
2330.7 million (derived mainly from individuals - USD 1691.0 million, or 72.6 percent), purchased by
banks in 2009, was sold to legal entities - USD 2086.7 million. The net balance of transactions of sale /
purchase of foreign exchange against MDL in 2009 was USD 244.0 million (Table no. 2.9).

Table no. 2.9. The net balance of foreign currency purchase/sale transactionsagainst MDL (the equivalent in
millions USD)

Net balance
NBM Resident banks Nokr;;?(ﬂsdent Legal entities EE%?EZSE) Individuals Various TOTAL
Equivalent in millions USD

Ql -42.8 -0.6 26 -535.2 0.0 522.6 785 251

Qll -65.4 -0.4 9.1 -624.6 0.0 627.3 91.0 37.0

Qll -194.2 -6.9 46 -601.0 0.0 7316 136.3 704

QlIv 64.0 2.7 37 -614.5 0.0 5115 1616 123.6

2008 -238.4 -10.6 200 -2375.3 0.0 23930 467.4 256.1

Ql 464.3 16 -21.8 -529.8 0.0 59.6 112.0 85.9

Qll -16.1 0.1 0.4 -476.3 0.0 461.4 102.7 722

Qlul -63.1 -0.3 18 -572.3 0.0 580.0 88.7 34.8

QlIv -164.9 -0.9 21.6 -508.3 0.0 590.0 1136 51.1

2009 2202 05 20 -2086.7 0.0 1691.0 417.0 244.0

Dynamics of banks' assets and liabilitiesin foreign currency
Table no. 2.10. Balance sheet assetsin foreign currency of banks As of December 31, 2009 the banks
(the equivalent in millions USD) balance sheet assets in foreign
Batanceas of | WAIMIN | gajance o of | WEIRLIN | Change against currency’ (granted loans, available
31122008 | " | 31122009 % |3L122008 9% | funds, required reserves and other

Granted loans 988.3 625 844.4 59.6 -14.6 assets in foreign currency) decreased
Available fundsin foreign as compared to as of December 31,
currency 246.7 156 437.3 30.9 77.3 2008 by the equival ent of USD
Required reservesin foreign L.
currency 284.0 18.0 111.6 7.9 -60.7 164.1 million (from USD 1580.2
Other assetsin foreign million to USD 1416.1 million), or
currency 61.2 3.9 22.8 1.6 -62.7 b 10.4 t hich
Total of balance sheet y B pqcm, whic was
assetsin foreign currency | 1580.2 100.0 1416.1 100.0 -10.4 conditioned mainly by a decrease of

2 Excluding the adjustment position in foreign currency assets
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Chart no. 2.40. Evolution of balance sheet assetsin
foreign currency of banks and of the official foreign
exchangerate of the national currency against USD
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credit balance in foreign currency as a result of
economic recession and the impact of global financial
crisis (table no. 2.10, chart no. 2.40). Out of the total
balance sheet assets in foreign currency, the balance of
credits granted in foreign currency held the highest
weight and constituted 59.6 percent at December 31,
2009, which is less by 2.9 percentage points since the
end of 2008. This indicator during 2009 ranged from
minimum of 57.5 percent to the maximum level of
62.6 percent. Compared with December 31, 2008, the
balance of credits granted in foreign currency
decreased by the equivalent of USD 143.9 million
(from USD 988.3 million to USD 844.4 million), or
14.6 percent.

As for the currency structure, the balance of loans

Tableno. 2.11. Loansin foreign currency within the banking system

(equivalent in million USD)

granted in foreign currency at December

31, 2009 has recorded the following
share by types of currencies. EUR - 58.9

Weight in Weightin | _ Change
Balance as of ot Balance as of ot against as of percent, USD - 41.1 percent (table no.
31.12.2008 9 | 31122009 % | 31220 1 211). The baance of credits in euro
EUR 626.2 63.4 496.9 58.9 -206 decreased in higher proportion, with the
;Sg 3312-9 35306 3371-4 %161 5%% equivaent of USD 129.3 million (from
Total 5563 100.0 d 100.0 146 USD 626.2 million to USD 496.9

million), or 20.6 percent, compared with

balance of creditsin USD that decreased
by the equivalent of USD 14.5 million (from USD 361.9 million to USD 347.4 million), or 4.0 percent.

On December 31, 2009 the share of the available funds in foreign currency constituted 30.9 percent in total
balance sheet assets in foreign exchange of banks. This indicator has varied during the year from the
minimum level of 15.3 percent to the maximum level of 31.3 percent.

At the end of the reporting period, the funds in foreign currency, as compared to December 31, 2008, have
increased in absolute values with the equivalent of USD 190.6 million (from USD 246.7 million to USD

Table no. 2.12. Available fundsin foreign currency of banks (equivalent in million USD)

currency from 17.5 to 8.0 percent (Table no.2.12).

437.3 million) or by 77.3
percent, and the share of

Balance asof | Weight in total Balaglg €35 |Weight in total Changgca)?ainst the total balance sheet

31122008 % 31.12.2009 % |=s1120008% | assetsin foreign currency

,Nostro” accounts opened abroad 98.6 40.0 163.5 374 65.8 increased by 153
Placements abroad of licensed banks 38.2 15.5 125.6 28.7 3.3times percentage pOi nts (f rom
Cash 69.1 28.0 93.2 21.3 34.9 156 to 309 percent)’
Placements and overnight credits 40.8 16.5 55.0 12.6 34.8 which wes determlned by
the gradual reduction of

State securities 0.0 0.0 0.0 0.0 0.0 obligatory reserves from
Total 246.7 100.0 437.3 100.0 77.3 the attracted funds in
freely convertible

The available funds in foreign currency of banks at December 31, 2009 had the following structure:
“Nostro” accounts opened abroad — 37.4 percent, overseas placements of banks from Moldova — 28.7
percent, foreign currency cash — 21.3 percent, and overnight placements — 12.6 percent.
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On December 31, 2009 the balance of
available funds in foreign currency has

Table no. 2.13. Available fundsin foreign currency of commercial
banks, by types of currency (equivalent in million USD)

_ | Change recorded the following structure by types of
Balanceas| Weightin | Balanceas | Weightin ; .

of total of total asgf"{‘jzzsogf currency: EUR - 68.1 percent, USD - 28.8
31.12.2008| % 31.12.2009 % % percent, Russian rubles - 2.4 percent, other

EUR 116.4 47.2 297.8 68.1 2.6 times currencies - 0.7 percent (table no. 2.13).
UsD 1160 47.0 1259 288 85 The balance of required reserves in foreign
RUB 104 4.2 103 24 -1.0 currency constituted 7.9 percent of total
Other currencies | 3.9 16 33 07 -15.4 balance sheet assets in foreign currency of
Total 246.7 100.0 4373 100.0 773 banks at December 31, 2009 and during the

reporting period ranged from the minimum
level of 7.8 percent and the maximum level
of 17.9 percent.

The assets attached to the foreign currency® constituted the equivalent of USD 43.9 million at December 31,
2009, registering an increase of USD 0.3 million compared to March 31, 2009. The attached credits
constituted 99.5 percent of the total attached assets. The share of attached credits in the total granted credits
constituted 5.2 percent at the end of 2009, increasing by 0.4 percentage points compared with the end of
March 2009.

The banks balance sheet
Table no. 2.14. Balance sheet liabilitiesin foreign currency of banks liabilities in foreign currency
(equivalent in million USD)

Balanceas |Weight in Balance as of Weight in| Change against reC.Orded duri ng the reportlng

of totd | oo0g | totd asof period a decrease by the

81122008 L % — % |81122008%| equivalent of USD 127.0 million

Customers term deposits 7920 | 504 | 7367 | 511 7.0 (from USD 1570.1 million at
Customers different deposits 219.1 14.0 265.2 184 21.0 December 31. 2008 to USD
Received credits 325.6 207 261.6 18.1 -19.7 14431 milli or; ot December 31
Term deposits of banks from abroad 155.6 99 136.0 94 -12.6 : !
,LORO" accounts of banks from 2009),_ or by 81 percent,
abroad 5.7 04 1.2 01 -78.9 conditioned mainly by the
Other liabilities 721 46 424 29 -41.2 reduction of the balance of
Total 15701 | 1000 | 14431 | 1000 -8.1 credits received by the licensed

banks by the equivalent of USD
64.0 million (Table no. 2.14).

The clients' term deposits in foreign currency held at December 31, 2009 the most significant weight in
total balance sheet liabilities in foreign currency (51.1%). The balance of such deposits decreased at the end
2008 by the equivalent of USD 55.3 million (from USD 792.0 million to 736.7 million), or by 7.0 percent.

The term deposits of non-residents®, which is an integral part of deposits in foreign currency at December
31, 2009 showed a decrease of USD 19.7 million (from USD 40.2 million at March 31, 2009 to USD 20.5
million at December 31, 2009), or 49.1 percent. During the analyzed period, the minimum value of this
indicator constituted USD 17.6 million and the maximum value - USD 43.7 million.

At the end of the reporting period, the share of customers’ various deposits in foreign currency represented
18.4 percent of total balance sheet liabilities in foreign currency, increasing in absolute values by the
equivalent of USD 46.1 million dollars (from USD 219.1 million at December 31, 2008 to USD 265.2
million at December 31, 2009), or by 21.0 percent.

Various deposits of non-residents®, which are included in the category various deposits in foreign currency,
decreased dlightly, with 0.4 million dollars (14.9 million USD from 31 March 2009 to 14.4 million USD at

3 The licensed banks report thisindicator to the NBM within the Report on the Bank's open currency position starting with 03/25/2009.
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December 31, 2009) or 2.7 percent. During the period analyzed, this indicator ranged from a maximum of
USD 19.4 million and the minimum of USD 13.5 million. The share of deposits of non-residents of the total
customers  deposits amounted to 3.5 percent, decreasing by 1.7 percentage points compared to March 31,
2009.

On December 31, 2009 the share of balance of credits received in foreign currency in the total balance sheet
liabilities in foreign currency of banks was 18.1 percent, decreasing in absolute values by the equivalent of
USD 64.0 million (from USD 325.6 million to USD 261.6 million), or 19.7 percent compared to the end of
2008.

The balance of term deposits in foreign currency of banks from abroad at December 31, 2009 decreased
compared to the end of 2008 by the equivalent of USD 19.6 million (from USD 155.6 million to USD 136.0
million), or 12.6 percent. Their share in total foreign liabilities in the balance sheet at December 31, 2009
was 9.4 percent.

Balance sheet liabilities in foreign currency of banks (customers term deposits and sight deposits) have
decreased by the equivalent of USD

Table no. 2.15. Total depositsin foreign currency of banks customers 9.2 million (from USD 1011.1 million

(equivalent in million USD)

Balanceas | Weightin | Balanceas | Weightin | Change against atDecember 311 2008 to USD 1001.9
llgfz t%t/al lltzafz toot/al o 1552888 o million a December 31, 2009), or 0.9
31.12.2008 131122009 > =SS0 percent (table no. 2.15).
EUR 714.3 70.6 704.3 70.3 -14
USsD 290.6 28.7 288.9 28.8 06 The share of the balance of depositsin
RUB 26 03 65 07 25 times EUR in total of customers depositsin
Other currencies 36 0.4 22 0.2 -38.9 foreign currency congtituted 79-3
Total 1011.1 100.0 1001.9 100.0 -0.9 percent a the end Of 2009’ decreaSI ng

by 0.3 percentage points compared to
December 31, 2008, the minimum share in 2009 being of 66.8 percent and the maximum of 71.9 percent.

The balance of customers' depositsin EUR decreased by the equivalent of USD 10.0 million, or 1.4 percent
compared to December 31, 2008, constituting the equivalent of USD 704.3 million at the end of 20009.

On December 31, 2009 the share of balance of customers deposits in U.S. dollars increased by 0.1
percentage points compared to the end of 2008 (from 28.7 to 28.8 percent). During 2009, the maximum
weight of these deposits was 32.7 percent, and the minimum of 27.5 percent. The balance of deposits in
U.S. dollars at the end of period constituted USD 288.9 million, dropping by USD 1.7 million, or 0.6
percent compared to December 31, 2008.

Depositsin RUB and other currencies have been an insignificant part of total customers’ deposits in foreign
currency. At end of period, deposits in RUB constituted the equivalent to USD 6.5 million, their share in
total customers’ deposits constituting 0.7 percent.

Off-balance sheet assets and liabilities in foreign currency of banks showed a significant increase at the end
of 2009 compared to December 31, 2008. Off-balance sheet assets rose by 2.6 times and off-balance sheet
liabilities— by 2.8 times (Table no. 2.16).

On December 31, 2009 the off-balance sheet assets in foreign currency had the following structure:
purchases within current operations - 92.4 percent, purchases within term operations - 3.8 percent, and the
receipt of credit / purchase of financial instruments - 3.8 percent. Simultaneously, the structure of off-
balance sheet liabilities in foreign currency was as follows: sales within current operations - 95.8 percent,
sales within term operations - 4.2 percent.

The difference between off-balance sheet assets and liabilities in foreign currency reported to the total
regulatory capital reached the level of 1.5 percent at December 31, 2009.
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Table no. 2.16. Off-balance sheet assetsand liabilitiesin foreign currency of banks (equivalent in million USD)

cameeal wagun | = | wegnoo (RS
Off-balance sheet assetsin foreign currency
Current purchases 229 259 211.0 92.4 9.2 times
[Term purchases 59.5 67.4 8.6 3.8 -85.5
Receiving credit / purchase of financial instruments 5.9 6.7 8.8 38 49.2
Total off-balance sheet assetsin foreign currency 88.3 100.0 228.4 100.0 2.6times
Off-balance sheet liabilitiesin foreign currency
Current sales 22.8 28.6 211.0 95.8 9.3times
Term sales 56.3 706 9.2 42 -83.7
Granted loans/ sale of financia instruments 0.6 0.8 0.0 0.0 -100.0
[Total off-balance sheet liabilitiesin foreign currency 79.7 100.0 220.2 100.0 2.8times
[Total normative capital (TNC) 642.8 5315
(Off-balance sheet assets— Off-balance sheet 13 15
liabilities)/ TNC (%)

Long open foreign exchange position® of banks in all currencies at December 31, 2009 decreased compared
with the end of March 2009 with 43.7 percent (from USD 53.1 million to USD 29.9 million), including the
EUR - with 78.2 percent (from USD 13.3 million to USD 2.9 million) and USD - with 39.7 percent (from
USD 37.5 million to USD 22.6 million).

This decrease is explained by the fact that in the inclusion of attached assets and liabilities, the banks had to
adjust their open foreign exchange position within three months from the effective date of the Decision
no.33 of February 5, 2009 on amending and supplementing the Regulation on the Bank's open foreign
exchange position.

The long open foreign exchange position with no attached assets and liabilities recorded the same
decreasing trend. Thus, compared with the end of 2008, the foreign exchange position in all currencies fell
by 52.0 percent (from USD 29.8 million to USD 14.3 million). The long open foreign exchange position on
the EUR fell by 82.8 percent (from USD 5.8 million to USD 1.0 million) and in USD - with 49.1 percent
(from USD 17.5 million to USD 8.9 million).

International cooper ation of the Republic of Moldova

International Monetary Fund (IMF)

The Republic of Moldova is a member of the International Monetary Fund from August 12, 1992. At the
end of 2009, the share subscription of the Republic of Moldova at IMF constituted 123.2 million Special
Drawing Rights (SDRs) (about USD 192.4 million).

In 2009, the total payments related to servicing the IMF loans constituted USD 15.8 million (the equivalent
of SDR 10.3 million), of which the principal payments on loans that were — USD 14.9 million (the
equivalent of SDR 9.7

Tableno. 2.17. Financial arrangements with the IMF million) and the interest
Approved . Disbursements Stock at Stock at -
Focility Tvoe amount | AU IS | areinthetotl | 31.12.2009 | 31.12.2009 payments UsD 0.9
Yy Typ (million (miIIioﬁ SbRs) approved amount (million (million million (the eguivalent of
__ SDRs) (*0) SDRs) USD) SDR 0.6 million). Thus the
Extended Financing
Facility (EFF) 135.0 87.5 64.8 0.0 0.0 loan granted by the
Facility for Poverty Extended Financing
Reduction and Economic ili h b
Growth Facility (PRGF) 2218 115.7 52.2 98.2 153.3 Facility (EFF) has been

fully reimbursed.

* Including assets and liabilities attached to the foreign exchange rate. The licensed banks report this indicator to the NBM in the Report on the Bank's open
currency position, starting with 03/25/20009.
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During 2009, the NBM relations with the IMF took place in the context of IMF missions of evaluating the
performance in terms of achieving the commitments under the PRGF® program and the annua bilateral
consultations under the Article IV of the IMF Status.

Between 12 to 14 of February 2009, a working mission of the European Department of the International
Monetary Fund was in Moldova, within which were analyzed recent macroeconomic developments in the
region and appropriate policy measures, the discussion being focused on minimizing the impact of
economic development prospects less favorable for the economic growth in the region and aleviating the
social consequences on the population.

A mission of the European Department of the International Monetary Fund was in Moldova in the period of
May 28 to June 10, 2009. The purpose of this mission was to initiate discussions on signing a new IMF
program in the context of worsening economic situation in the region; the previous program has been
expired. In the context of the IMF mission in the period of May-June, the urgent need to rectify the state
budget by Parliament has occurred, to balance the government spending and the available resources. Also,
the opportunity to adjust the monetary policy with fiscal situation was mentioned in the context of the
challenges conditioned by the crisis. The International Monetary Fund is available to assist Moldova by
providing technical assistance, policy advice and financial support.

Also, two missions of technical assistance were undertaken by the IMF (experts of the Fiscal Affairs
Department (FAD) and the Department of Monetary Policy and Capital Markets (MCM)).

On August 28, 2009 Moldova received SDR 91.3 million under the general allocation of SDRs, to
strengthen the foreign exchange reserves and to increase the foreign exchange liquidity necessary for the
promotion of foreign exchange policy, according to the decision of August 7, 2009, approved by IMF Board
of Governors.

SDR allocation was made without the imposition of certain conditions established within the financial
arrangements with the IMF and was granted for an indefinite term at a floating rate interest related to the
current account in SDRs.

In October 2009, a new mission of the International Monetary Fund and the Moldovan authorities have
reached a preliminary agreement on a new economic program, supported by a financial agreement for three
years, totaling SDR 369.6 million (equivalent to about USD 588 million) based on the combination of the
Extended Credit Facility (ECF), granted with concessional rates, and the External Financing Facility (EFF),
granted with the market rates.

The main objectives of the program were: the macroeconomic stabilization, economic recovery and social
spending increase to protect the poor people, under an economic and financia policy framework for the
years 2010-2012. The members of the mission welcomed the government's commitment to restore the fiscal
sustainability and external budget, to maintain the financial stability and sustain the economic growth driven
by the investment.

This new program will follow the previous one held by the Financing Facility for economic growth and
poverty reduction, which was approved by the IMF Board of Executive Directors in May 2006 and which
has expired in May 2009.

European Union (EU)

The legal framework for conducting relations with the EU is the Partnership and Cooperation Agreement
(PCA), signed on November 28, 1994 (in force for Moldova from July 1, 1998) concluded for an initia
period of 10 years. Moreover, by the Presidential Decree of the Republic of Moldova to initiate negotiations
on the draft Agreement between Moldova and the European Communities of 17 November 20009,

® Financing mechanism for economic growth and poverty reduction (PRGF) is the lending mechanism of the IMF with preferential treatment for low-income
states. The interest rate for loans under the PRGF is 0.5 percent annually. The loans are offered for aterm of 10 years with a grace period of 5.5 years.

55

« 7, Grigore Vieru Avenue, MD-2005, Chisinau « www.bnm.md « E-mail: official@bnm.md e
e Tel. (37322) 409 006 * Fax (37322) 220 591 »




I@{ National Bank of Moldova

negotiations on a new association agreement between Moldova and the European Communities have
started.

In July 2008, the European Commission and the Government of Moldova signed a financing agreement to
support the budget of the socia sector. In this context, in April 2009 an amount of EUR 15.0 million was
disbursed, being the second tranche of the total amount of EUR 20.0 million to Moldova to support the
social sector budget and to reform the socia system, the first tranche in the amount of EUR 5.0 million was
disbursed by the European Commission in September 2008.

In May 2009, the EU launched a program designed to strengthen the relations with six countries in Eastern
Europe and South Caucasus, including Moldova. The Eastern Partnership (EP) provides to the partner
countries the perspective of a more detailed bilateral engagement, including the ongoing integration into the
EU economy, mobility, including visa facilitation and cooperation in energy security.

Within the multilateral framework of the EP, Moldova will be able to participate in the five major initiatives
(flagship initiatives) in the following areas: border management program, integration of electricity markets,
energy efficiency and recoverable energy, facilities for SMEs, South Corridor, and response to natural
disasters.

In November 2009, the first tranche of EUR 15.0 million in the Financial Support Program for Sectoral
Policies was disbursed: Medicine, of the total amount of EUR 42.0 million granted to Moldova.

On December 21, 2009, the European Commission has alocated EUR 12.0 million to Moldovan
Government within the Road Sector Program Support Project.

Also, in 2009 Moldova and the European Commission concluded technical negotiations for the accession to
the Energy Community Treaty (TEC), which includes bonds for gradual convergence with the interna rules
of the energy market.

Collaboration with other international bodies

In 2009, the National Bank of Moldova has collaborated with a number of international bodies such as the
World Bank (WB), IMF, European Bank for Reconstruction and Development (EBRD) and Group Banking
Supervisors from Central and Eastern Europe (SBECE) to providing information relating to the
development of the national banking system.

However, in 2009 the Nationa Bank of Moldova has received technical assistance from the International
Monetary Fund.

Thus, as a result of the recommendations made by the International Monetary Fund mission in June 2009,
the National Bank of Moldova asked banks to make studies by the independent audit companies, and to
examine the findings of these companies to include them later in the strategies and policies related to the
financial activity of the banks in the future. Also, within the mission of August 2009 which purpose was to
analyze the Moldovan legislation and practice regarding the regulation of problematic banks, the
International Monetary Fund presented a number of proposals for improvement in this respect the domestic
banking legislation.

During September 28 to October 2, 2009 the IMF technical assistance mission on combating money
laundering and terrorist financing was at the National Bank of Moldova. Within this mission, on September
29, 2009 there was a seminar with experts from the NBM and licensed banks. The seminar aimed to
enhance the knowledge in combating money laundering and terrorist financing and to approach practical
issues based on risk assessment of money laundering and terrorist financing. Also, there were discussions
held with employees of the National Bank of Moldova in combating money laundering and terrorist
financing on September 28, 1 - 2 October 2009.

A seminar on banking supervision in combating money laundering and terrorist financing, with the
participation of experts from the National Bank of Ukraine was organized, with the support of the Project
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against corruption, money laundering and terrorist financing in Moldova (MOLICO), within the National
Bank of Moldova during 13 — 14 of July 2009. The seminar aimed to enhance the knowledge and to
exchange experience on banking supervision in combating money laundering and terrorist financing and
regulatory framework in this context. An international seminar on "Banking supervision in preventing and
combating money laundering and terrorist financing” was organized by the Euro-Asian Group and the
International Center for Training and Methodology of Financial monitoring of the Russian Federation
during 2 - 3 November 2009.

This seminar was attended by representatives of central banks, law enforcement agencies, and financial
Investigation institutions members of the Euro-Asian Group and from Moldova.

The seminar aimed to covering topics related to combating money laundering and terrorist financing, such
as transparent conduct of combating activity of money laundering by banks in order to minimize the risks,
undertaking appropriate precautionary measures in the implementation of new information technologies;
risk based approach to customers; at the seminar were presented the main modalities of finding out the
operations that have to be controlled, etc..

Group of Banking Supervisors from Central and Eastern Europe (SBECE)

The National Bank of Moldova continued to work with the Group of Banking Supervisors from Central and
Eastern Europe. Considering that the aim of the Group, among others, includes the mutua support in
banking supervision and assistance in its effective implementation, an exchange of information related to
banking supervision took place, including within the 22nd Annual Conference of the Group of Banking
Supervisors from Central and Eastern Europe within which, among other things, they discussed issues
related to banking supervision in the context of the global financia crisis.

Collaboration with central banks from other countries

Within the process of authorization, the National Bank of Moldova has worked closely with supervisors
from other countries to exchange relevant information on authorization of banks activity (confirming banks
managers).

In 2009, the National Bank of Moldova employees participated in trainings and seminars organized by:
Deutsche Bundesbank, Banque de France, National Bank of Poland, the Czech National Bank, Central Bank
of the Netherlands.
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Supervision and regulation of banks' activity*

General I nformation

On December 31, 2009 in Moldova there were operating 15 banks, licensed by the National Bank of
Moldova, including four branches of foreign banks and financial groups. The total number of banks
institutions constituted 1146, of which 288 are b ranches and 858 representative offices. On June 19, 2009,
the license for conducting financial activities of BC “InvestPrivatBank™ was withdrawn, as a result of the
insolvency, which was caused by an inappropriate management of the bank.

This was manifested by an excessive concentration of loans in the industry “building / construction and
development”, contrary use of funds to the intended in credit contracts, setting the deadline for repayment of
loans at maturity and loans to repay the outstanding debts to the same customers and resulted in drastic
worsening of the quality of loan portfolio (the share of expired loans in total loan portfolio constituted 52.0
percent).

On March 31, 2009 the bank had no capital, recording a negative value (minus 117.8 million lei, the
normative is 100.0 million lei). Also, the bank did not maintain the current liquidity as required by the BM.
The current liquidity ratio was 9 percent, compared to the normative which is at least 20 percent.

The withdrawal of the license for conducting financial activities of BC “InvestPrivatBank™ on June 19, 2009
has not significantly influenced the financial indicators characterizing the banking system. BC
“InvestPrivatBank” was not a systemically important bank because it belonged to the group of average
banks with assets less than 3000 million lei. Thus, the share of assets of BC “InvestPrivatBank™ in total
assets of the system as of June 17, 2009 constituted 3.4 percent of gross loans share in total gross loans
system - 4.4 percent, the share of deposits in total deposits in the system - 3.7 percent, the share of liabilities
in total liabilities on the system - 3.6 percent, the share of the shareholders’ equity in the total shareholders’
equity in the system - 2.8 percent.

The liquidation process of BC “InvestPrivatBank™ is ongoing, according to the situation at December 31,
2009 all the debts to individuals amounting to 622.3 million lei have been paid, including from a loan in the
amount of 589.9 million lei granted to BC “InvestPrivatBank” by the BC “Banca de Economii” after the
withdrawal of license, which was intended to take over the assets and liabilities of the given bank.
Subsequently, the BC “Banca de Economii” has revised its intention, the liquidator resorting to the classic
liquidation with the debt repayment to the BC “Banca de Economii”.

Also, the assets inventory of the BC ,,INVESTPRIVATBANK - in liquidation process” was conducted, and
the list of receivables was validated. Moreover, the immovables were evaluated, as well as lots of land, cars,
and other goods for auctions.

In addition, the credit portfolio management takes place and were repaid loans amounting to 73.6 million lei
and sold assets in an amount of 0.64 million lei as of December 31, 2009.

The total number of staff employed in the banking system as of December 31, 2009 was 10,884, decreasing
during the year with 435 people. On average, each employee in the banking sector has assets in the value of
3.7 million lei, which is 5.7 percent more than at the end of 2008.

Assets of banks

In 2009, the banking system in Moldova has registered general involutory trends, conditioned largely by the
global financial crisis and the uncertain forecasting by the economic agents of their activity on medium
term.

' According to the balance of sheet balances of credit and deposit accounts established in the Instruction regarding the way of preparation and presentation of
reports by banks on financial activity, approved by the Decision of the Council of administration no. 36 of August 8, 1997 (Official Monitor of RM, 1997, no.64-
65, 103), with subsequent amendments.
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The total assets of the banking system as of December 31, 2009 totaled 39,915.0 million lei, increasing by
848.0 million lei (2.2 percent) as compared to December 31, 2008. Also, their weight in GDP has increased
from 62.1 to 66.5 percent (chart no. 2.43). The asset growth was determined in particular by the increase of

banks’ liabilities by 922.3 million (2.9 percent).

Chart no. 2.41 Assets of the banking sector of the Simultaneously, the sharcholders’ equity has
Republic of Moldova by groups of banksin the

period of 31.12.2008 - 31.12.2009 (%)

reduced by 74.3 million lei (1.1 percent).

The concentration of banking assets during the
analyzed period is shown in chart no. 2.41.

At the end of 2009, in the group of large banks
there were 6 banks, in the group of medium

100%-+

80%-

60%|
banks - 4 banks and in the group of small banks
40%|
- 5 banks.
20%| .
In 2009 growths were recorded within the
31 12.2008* 31.12.2009 assets’ structure by all items: net securities -
OSmall banks ( Assets < 1000 MDL mil.) with 3590.4 million (1458 percent), due from

EMedium banks (1000 MDL mil.=< Assets <3000 MDL mil.)

DLarge banks ( Assets 3000 MDL mily banks and overnight placements, net- to 2731.0

million lei (99.9 percent), other assets, net -
* Data as of 31.12.2008 in the text are adjusted with 1387.8 million (52 9 percent) and cash -
according to the external audit results K R '

with 306.8 million (16.4 percent).

Chart no. 2.42. Structure of assets of the banking sector of the Republic of
Moldovain the period of 31.12.2008 - 31.12.2009 (%)

31.12.2008 31.12.2009

6.7% 8% 1509 Ccash 10.0%  5.4%

W70 W Due from the NBM 4.9%
7.0% [ODue from banks, net
OSecurities, net
ENet loans
EOther assets
60.2% 6.3% 50.8% 15.2%

13.7%

Simultaneously, the due from the National Bank of Moldova decreased - by 3908.0 million lei (66.8
percent) and net loans and financial leasing - by 3260.0 million lei (13.9 percent).

Net credits held the highest

Chart no. 2.43. Dynamics of assets, credits and depositsto GDP (%) : )
weight in total assets - 50.8

TS T = mm e mm e mm e mm e percent, with 9.4 percentage
I B PO 1__a,, Points lower than the end of
—a— Total deposits/GDP : 663 2008. Net securities held a share
55 | of 15.2 percent, due from banks
and overnight placements, net -
45 1 by 13.7 percent, other assets, net
— by 10.0 percent, cash - by 5.4

35 |
percent and the due from the
25 | National Bank of Moldova — by
, 4.9 percent (chart no. 2.42).The

weight of extended credits in

31.12.2003 31.12.2004 31.12.2005 31.12.2006 31.12.2007 31.12.2008 31.12.2009
GDP went down from 39.4
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percent as of December 31, 2008 to 37.4 percent as of December 31, 2009 (chart no. 2.43).

In the context of the distribution of risks and of the destination of investment operations, credits to industry
and trade held the highest weight in the total credit portfolio — 51.6 percent, being followed by the credits to
agriculture and food industry — 15.9 percent, credits for real estate, construction and development — 12.5
percent, consumer credits — 8.7 percent and other credits - 6.4 percent. Credits to the Government and to
banks held the lowest weight in total credits — 0.1 percent.

The structure of loan portfolio has changed as compared to the end of 2008 under the increase of weight
loans granted to agriculture and food industry by 2.6 percentage points. This conditioned the placement of
credits granted to agriculture and food industry in the second place, after the industry and trade credits.
During 2009, an increase of loans to agriculture and food industry with 271.8 million (8.3 percent) was
recorded as well as loans to energy and fuel industry - by 248.4 million lei (50.6 percent).

In other categories of loans granted by destination were recorded decreases. The largest decrease recorded
the consumer loans - by 1242.0 million lei (38.8 percent), followed by loans for real estate, construction and
development - by 812.6 million (22.4 percent), loans to industry and trade - by 493.7 million (4.1 percent).

The weight of bad loans (substandard, doubtful and compromised), (chart no. 2.44) in total loans constituted
16.3 percent at December 31, 2009, or 10.4 percentage points more than at the end of 2008. Respectively,
the weight reductions for loan losses in total loans increased by 4.7 percentage points and at December 31,
2009 constituted 9.7 percent.

Chart no. 2.44. Structure of credit portfolio and financial leasing of the banking sector of the Republic of
M oldova accor ding to the level of investment operationsrisk asof 31.12.2008 and 31.12.2009 (%)

31.12.2008 31.12.2009
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5% 6.5% 0.2%
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62.0%

The total amount of compromised credits, which was canceled in 2009 from the account of reductions for
loan losses, amounted to 210.8 million lei, credit returns - 40.8 million lei. Thus, the credit returns
constituted 19.4 percent of canceled loans, indicating the need to improve banks' activity on the repayment
of bad loans that were previously considered as losses. It should be mentioned that, at December 31, 2008
the credit returns of canceled loans constituted 44.2 percent.

The total amount of banks’ exposures to affiliates accounted as of December 31, 2009 for 793.1 million lei,
and held an insignificant weight in total credits — 3.5% and 12.3% of Tier I Capital (maximal limit — 100.0%
of Tier I Capital).

Credits extended to banks’ employees represented 99.7 million lei, or 0.4% of total credit portfolio and
1.5% of the total regulatory capital of banks (maximal limit shall not exceed 10.0% of the total regulatory
capital).

The total value of large exposures constituted 6373.3 million lei, which is 28.4% of total credit portfolio and
96.8% of the total regulatory capital of banks (maximal limit shall not exceed 500.0% of the total regulatory
capital). The amount of the top ten net debts on credits accounted for 34.9% of net credits within the system
(maximal limit — 30.0% of the total value of net credits). According to the Regulation on large exposures,
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non-compliance with the maximum provided limits until December 31, 2011 shall not be considered breach,
if this non-compliance occurred because of bank exposures before the entry into force of the nominated
Regulation.

Banks’ investments in long-term tangible assets at the end of 2009 to total regulatory capital amounted to
23.7% (maximal limit — 50.0%). Investments in long-term tangible assets and equity interest in the capital of
economic units to total regulatory capital constituted 25.7% (maximal limit — 100.0%).

The weight of net assets in foreign currency in total assets constituted 43.6%, the weight of net liabilities in
foreign currency in total assets accounted for 44.5%. The insignificant difference as compared to the weight
of assets in foreign currency, which accounted for 0.9 percentage point, revealed that the foreign exchange
risk was minimal and did not affect considerably the financial stability of the banking system. AS

ccompared to December 31, 2008, the weight of assets and the weight of liabilities in foreign currency
advanced by 1.5 and 2.7 percentage point, respectively. Within the structure of net assets in foreign
currency, credits in foreign currency held the highest weight — 59.6%.

Oft-balance sheet commitments (credit conditional accounts) equalled to 4833.8 million lei, or 12.1% of
total assets. Compared to the end of 2008, off-balance sheet commitments decreased by 1231.6 million lei,
or by 34.2%, while their weight in total assets increased by 2.9 percentage points. Within the structure of
off-balance sheet commitments, followed by lending liabilities — by 22.3% (1079.7 million lei) and issued
letters of credit and guarantees —21.2% (1022.9 million lei).

Capital of banks

Tier I Capital represents the part of total regulatory capital for which the minimum required amount for
performing financial activities is established as in accordance with Article 26 of the Law on Financial
Institutions.

Tier I Capital reached the level of 6453.1 million lei and decreased by 158.5 million lei (2.4%) during 2009.
The decrease in capital was conditioned by the license withdrawal of the BC “InvestPrivatBank™ and by the
losses recorded at some banks related to the supplement of reserves for credit risks. It should be mentioned
that at the end of 2009, in all banks the size of Tier I Capital complied with the minimum set level.

In all banks, the indicator in question exceeds the minimum regulated value and withstands the resilience of
their risk.

Chart no. 2.45. Dynamics of banking capital The total regulatory capital (TRC) includes
during 2008 - 2009 (million, lei) Tier 1 Capital and Tier II Capital not
7000 - exceeding the size of Tier I Capital
6500 - excluding the equity interest in other banks
2288 1 holding the license of the National Bank of
5000 - Moldova.
4500 - :
4000 - Total regulatory capital decreased by 26.4
gggg: million lei, or 0.4 percent compared with
31.12.2008|31.03.2009 |30.06.2009{30.09.2009 [31.12.2009 the end of 2008 (chart no. 2.45).
ETRC 66113 | 6727.0 | 6460.1 | 64722 | 6584.9 The average risk  weighted cap%tal
adequacy (ratio of total regulatory capital
O Tier I Capital | 6611.6 | 6727.3 | 6460.4 | 6413.9 | 6453.1

to risk-weighted assets) is maintained at a
high level - 32.3 percent (the minimum
level in Moldova is 12.0 percent, while the level as set up for banking supervision by the Basel Committee
indicates even a more reduced adequacy - 8.0 percent), indicating a high degree of safety of banks
determined by the existence of a potential of making risky operations without affecting the capital.
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Chart no. 2.46. Concentration of first order capital The share of total regulatory Tier I Capital of

belonging to the banking sector of the RM on groups large and small banks in total regulatory capital
0, .

of banks on 31.12.2008 and 31.12.2009 (%) of the banking system totaled 72.3% and 11.4%

respectively, increasing as compared to

100%- December 31, 2008 by 3.0 and 0.2 percentage

80%- points. The share of total regulatory Tier I

0% Capital of medium-sized banks decreased by
3.2 percentage points and amounted to 16.3%

40%- (chart no. 2.46).

233’ During the analyzed period foreign investors

were attracted to the banking sector, which is

31.12.2008 31.12.2009 .. .
, confirmed by the significant share of foreign

[JSmall banks ( Assets <1000 MDL mil.) . . , . .
EIMedium banks (1000 MDL mil.=< Assets <3000 MDL mil.) investments in the banks’ capital, which
OLarge banks ( Assets >=3000 MDL mil.) constituted 77.6 percent at December 31, 2009,

with 3.5 percentage points higher than at the
end of 2008.

Foreign investors’ participation in capital formation in the banks of the Republic of Moldova included as
follows: the European Bank for Reconstruction and Development, banks from Italy, France, Romania and
Slovenia, as well as corporate investors from Austria, Germany, USA, Russian Federation, Greece, the
Netherlands, the United Kingdom, Czech Republic, Cyprus and other countries.

Out of total number of banks, 4 banks have a capital formed of foreign investments (3 of them are branches
of foreign banks), 1 bank — a capital formed of local investments and 11 banks — a capital formed of foreign
and local investments.

Liabilities of banks

As of December 31, 2009 the liabilities of banks accounted for 33008.3 million lei or by 922.3 million lei
(2.9%) as compared to the end of 2008. The increase of liabilities occurred mainly on the account of
deposits’ growth by 1772.3 million lei, or by 42.8%. In 2009, a trend of increase was recorded in deposits of
legal entities with 374.2 million (4.9 percent), up to 8011.8 million lei, other loans - with 1772.3 million lei
(42.8 percent), up to 5915.1 million lei.

Simultaneously, individuals’ deposits dropped by 630.4 million (3.7 percent) and constituted 16465.8
million lei, funds due to banks - by 523.9 million lei (21.3 percent) and constituted 1938.8 million lei and
other liabilities - with 69.9 million (9.3 percent), up to 676.8 million lei. The deposits held the largest share
of bank liabilities at December 31, 2009 - 80.1 percent, decreasing as compared to the end of 2008 by 4.7
percentage points. Their weight in GDP increased compared to December 31, 2008, constituting 44.0
percent (chart no. 2.43). In the total liabilities the deposits of individuals held 49.9 percent, deposits of legal
entities - 24.3 percent, deposits of banks - 5.9 percent, other loans and other liabilities - 17.9 percent and 2.0
percent respectively (chart no. 2.47).

Chart no.2.47. Structur e of liabilities of the banking sector of the Republic of
Moldova from 31.12.2008 to 31.12.2009 (%)
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Foreign currency deposits rose to 1534.7 million lei (12.2 percent), reaching the level of 14157.2 million lei,

Chart no. 2.48. Distribution of banking liabilities by
groups of banks from 31.12.2008 to 31.12.2009 (%)

100%-+
80%-
60%-
40%-

20%-

0%-

31.12.2008

31.12.2009

[JSmall banks ( Assets < 1000 MDL mil.)
CMedium banks (1000 MDL mil.=< Assets <3000 MDL mil.)
OLarge banks ( Assets >=3000 MDL mil.)

while deposits in MDL decreased by 2314.8
million (15.9 percent) constituting 12259.3 million
lei at December 31, 2009.

During the analyzed period, the weight of deposits
in foreign currency, in the total of deposits,
increased by 7.2 percentage points, constituting
53.6 percent at December 31, 2009. Accordingly,
the weight of deposits in MDL has decreased by
46.4 percent.

The weight of liabilities of large banks in total
banking system liabilities at December 31, 2009
was 76.6 percent, increasing by 3.5 percentage
points as compared to December 31, 2008.
Simultaneously, the weight of liabilities of
medium and small banks decreased by 3.4 and 0.1
percentage points, representing 19.7 percent and

3.7 percent respectively of total liabilities (chart no. 2.48).

Liquidity of banks

The observance by banks of liquidity indicators revealed the existence of sources for covering short-term

and long-term potential needs.

Thus, the long-term liquidity (assets with the reimbursement term over 2 years/financial resources with the
potential withdrawal term of over 2 years <1) accounted as of December 31, 2009 for 0.6.

Chart no. 2.49. Dynamics of liquid assets (million, lei) and of theliquid
assets weight in total assets (%) in the period of 31.12.2008 — 31.12.2009
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The current liquidity (liquid
assets expressed in cash,
deposits with the NBM, state
securities, net interbank credits
with the term of up to 1
month/total assets x100% >
20.0%) equaled at the end of
2009 to 38.3%.

Liquid assets totaled 15273.7
million lei, and increased as
compared to the end of 2008 by
3289.9 million lei, or by
27.5%.This increase was due to
the growth of cash and precious

38.3%
o
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26202 | 5968.8 let  (155.2%) and of net

[——Net interbank credits and 1726.6 2488.7 2500.1

loans

—>— Total liquid assets 11983.8 10998.0 11510.2

13049.6

4080.8 interbank credits and loans with
the reimbursement term of up to
1 month — by 2354.2 million lei

4007.3

15273.7

(136.3%). Simultaneously, the

deposits with National Bank of Moldova have reduced by 3001.1 million lei (49.6 percent), (chart no. 2.49).
The continued growth of liquid assets will contribute to the maintenance by banks of the liquidity indicators.
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The state securities held as of December 31, 2009 the highest weight in liquid assets — 39.1%, followed by
net interbank credits and loans with reimbursement term due in less than 1 month — 26.7%, deposits with the
NBM - 19.9%, cash and precious metals — 14.3%.

Income and expense of banks

Banking system losses in 2009 were 145.5 million lei. Losses incurred by the system were determined by

Chart no. 2.50. Dynamics of banking income and expense
in 2008-2009 (million, lei)
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the incurred losses of some banks due
to the performance of breakdowns for
losses reductions on assets related to
the interest and to the reflection of
losses of acquired material assets in
return for repayment of loans.

Thus, the year of 2009 recorded an
increase in interest-related income as
compared to 2008 by 505.9 million
lei, or by 11.4% and in non-interest
income by 231.7 million lei, or by
13.0%.  Interest-related  expense
decreased by 67.8 million lei, or by
2.5%. At the same time, the non-
interest expenses grew by 36.1 million
lei, or by 1.9%, and breakdowns for
losses on interest-related assets
decreased by 653.5 million lei, or by
145.9% (chart no. 2.50).

Banks’ income during 2009 originated
mainly from the banks’ basic activity
(investments  in  interest-bearing
assets). Respectively, interest related
income constituted 3934.8 million lei,
or 71.7% of total income derived by
banks. Within the structure of interest-

related income, interest-related income and loan commission held the highest share — 3548.5 million lei

(90.2%).

Non-interest income constituted 1550.1 million lei, or 28.3% of total income. Commission related income
and income from foreign currency operations held the highest share in total non-interest income and

Chart no. 2.51. Dynamics of net interest margin, the return on
assets and shareholders’ equity for 2008-2009 (%)
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constituted 717.7 million lei (46.3%
of total income), and 646.4 million
let (41.7% of total income),
accordingly.

The total amount of expense equaled
to 56409 million lei, of which
2603.3 million lei, or 46.2%
represented interest-related expense,
1936.1 million lei, or 34.3% - non-
interest expense and 1101.5 million
lei, or 19.5% - breakdowns for losses
on interest-related assets.
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Taking into account that in 2009 the banking system registered losses amounting to 145.5 million lei, the
profitability of assets and shareholders’ entity had negative values at the end of year (-0.4) percent and (-
2.1) percent, respectively (chart no. 2.51).

The absolute value of interest-bearing assets during 2009 decreased to 1405.6 million lei, or 4.3%,
constituting 30926.6 million lei on December 31, 2009. Their weight in total assets was reduced compared
with the end of 2008 by 5.3 percentage points, representing 77.5 percent on December 31, 2009. This
significant weight in total banking assets indicates the ability of banks to generate income in the future.
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Payment system

According to the Law on National Bank of Moldova no. 548-XIII of 21.07.1995 the National Bank of
Moldova has the attribution to supervise the payment system of the Republic of Moldova and to facilitate
the efficient functioning of the payment system.

During 2009, the efficient and stable functioning of the automated interbank payment system (AIPS) was
insured, which is composed of real time gross settlement system (RTGS system) and the designed-time net
settlement system (DNS).

The volume of processed payments in AIPS in 2009 was at the level of 12.4 million payments, recording an
increase of 2.7 percent compared to the previous year. The same trend was recorded for the amount of
payments that at the end of 2009 totalled 798.6 billion lei, the recorded growth being of almost two times
(127.5 percent). The cause of this substantial variation is the increase of overnight deposits placed by
licensed banks through AIPS to the National Bank of Moldova.

The distribution of number of payments between the RTGS and DNS system in 2009 represented 5.0
percent and 95.0 percent respectively. The proportion of the two AIPS component systems is changing in
the case of the amount of payments, in the RTGS system 96.0 percent of total amount of payments was
processed, and in the DNS system - 4.0 percent. This is explained by the destination of the two systems: in
the RTGS system large-value and urgent payments are processed, and in the DNS system the ones with
reduced amount.

The number of cards in circulation until the end of 2009 has increased by 1.8 percent (745 600 cards) as
compared to the previous year.

In 2009, the local card payment system MoldCardSystem has ceased to exist, so that at the end of 2009 the
cards market was split between two international payment card systems (MasterCard Worldwide and Visa
International). The value of transactions with cards issued by the licensed banks from Moldova exceeded
MDL 13.4 billion, increasing by 7.4 percent compared with 2008. In particular, through them, cash
withdrawal transactions have been made (92.8 percent of total number and 94.8 percent of the total amount
of transactions made with cards issued by the licensed banks from Moldova). Preference for using the card
to withdraw cash in 2009 is seen at its use in Moldova (94.4 percent of total number and 97.7 percent of the
total amount traded in Moldova). In the foreign banks network, the cards issued by the banks from Moldova
are primarily used for cashless payments (72.0 percent of total number and 59.1 percent of the total amount
of transactions carried out abroad).

Holders of cards issued abroad during 2009 have carried out 675 500 transactions in the network of banks in
Moldova (up by 9.8 percent compared to 2008), their amount being of MDL 1.2 billion and decreased as
compared to the previous year by 13.9 percent.

In order to increase the degree of cards security and to expand the area of supervision of the licensed banks
activity in bank card payment system, in 2009 has been amended and supplemented Regulations on bank
cards (approved by the Council of administration of the National Bank of Moldova no. 62 of February 24,
2005).

I nformation technology

The 2009 was a year of consolidation of information technology (IT) in the NBM. The activity plans for the
reported year focused in particular on projects to enhance the IT infrastructure and services that ensures the
necessary support for activity processes of the NBM.

One of the major IT projects undertaken in the NBM refers to the corporate database migration to the Oracle
11g databases management system. These works have involved an increased volume of work review,
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optimization and testing of computer systems of the NBM for a proper migration process and achieving the
intended results. However, at the level of infrastructure there were undertaken and other important works
such as those related to upgrading the server subsystem and electronic communications subsystem. All
works which have been made to increase the performance, reliability and security of information system of
the NBM. In the same context, important works were carried out to test the level of availability of interbank
payment system (AIPS) in case of major incidents which assured the passage on the functionality of this
exclusive system on the backup node located in the Reserve Centre of the NBM.

It should be mentioned that, during 2009 a number of major IT projects for the NBM were initiated on the
development of information systems and implementation of new IT services, to serve the basic processes
and activities of the NBM. In this connection may be mentioned the projects related to electronic documents
management, documentation and internal control system management, creating a centralized data
warehouse to facilitate the data reporting and analysis process.

Also, more than 200 modification and development work of the application software for computer systems
have been made: "Balance of payments", "Statistics", "BOSS", "Staff and wages", "State securities",
"Foreign exchange operations" etc.

Other major actions were to continue the developing process of the normative and methodological
framework regarding the analysis and IT risk management and information security incident management,
implementation of security solutions to ensure an adequate level of information security in relation to the set
requirements, development of a more transparent framework regarding the monitoring requirements in
information technology and information security to commercial banks, etc.

Cash operations

As of December 31, 2009 cash in circulation amounted to 9 884 908 955 lei, including banknotes — 9 820
392 030 lei, and coins — 64 516 925 lei, increasing by 12.0 percent compared to the end of 2008.

During 2009 cash withdrawals from the National Bank of Moldova constituted 4 620 269 370 lei, increasing
by 3.0 percent compared to the previous year, of which banknotes in an amount of 4 614 526 000 lei, and
the coins — 5 743 370 lei. At the same time, the National Bank of Moldova placed cash in the amount of 3
538 195 000 lei.

In 2009, the National Bank of Moldova issued five commemorative and jubilee coins, as payment and for
numismatic purpose.

The jubilee coins: “Moldova — 650 years”, ,,Moldovan chronicles from XV-XVIII centuries”, ,,The Rule of
Vasile Lupu - the first Code of Laws of the Land of Moldova”, ,,,,Assumption of the Virgin” Church from
Causeni” were dedicated to 650 years jubilee of the foundation of the Moldovan state.

Also, the series of coins "Holidays, Culture, Traditions of Moldova" were completed with a commemorative
coin, which reflects one of most ancient folk crafts - weaving.

The recently inaugurated coin series "Monuments of Moldova" was continued with a commemorative coin
dedicated to the Rudi Point of Geodezic Arch Struve, which is under state protection and is included in the
Register of state protected monuments of Moldova and under the aegis of UNESCO World Heritage List.

During 1996 — 2009, the National Bank of Moldova issued 61 jubilee and commemorative coins dedicated
to various topics, with different denominations.

NBM Personnel and Professional Training

The staff of the National Bank of Moldova was made up as of December 31, 2009 at the level of 98.3
percent (455 employees of 463 according to the staff). Seven doctors of economy and technical sciences are
currently working within the National Bank of Moldova.
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In 2009, 48 bank’s employees were promoted. The bank’s staff is mainly made up of the persons aged
below 40: 252 employees or 54.4%.

During the reporting year, 88 employees of the National Bank of Moldova participated in training courses,
which contributed to the improvement and the modernization of the activity of the National Bank of
Moldova.

I nternal audit

In 2009, as in the previous years, the internal audit activity was performed according to the plan developed
according to the risks ranking associated with activity processes. As a result of missions, 15 reports of
financial audit, compliance, operational and information technology regarding the NBM activity were
prepared. These mainly concerned the audit, audited issues, procedures and techniques, conclusions,
submitted findings and recommendations.

In order to minimize the risk exposure, the internal audit activity aims at obtaining a reasonable insurance
regarding the functionality of control systems and risk management, including:

0 efficiency and adequacy of the applicable regulatory framework;

0 legality and efficiency of operations;

0 confidentiality, integrity, availability and reliability of data of used information systems;
O accuracy of accounting evidence and financial reporting;

0 documentation and Internal Control System functionality;

In accordance with the Law on National Bank of Moldova, during the reporting year the internal audit has
checked and approved the annual financial statements for the year of 2008, quarterly financial statements
for 2009 and the NBM budget execution for the same period. In addition, there were assured the registration
and evidence of statements regarding the loans for employees of National Bank of Moldova from Financial
Institutions, except the NBM.

In parallel with the planned activities according to its statutes, the internal audit activity included a series of
consultative type - exposure of opinions on draft laws initiated by the bank's organizational structures, at
their request; approval of draft documents addressed to the BNM; exposure of views on some specifications
as the basis for optimization and development of the Information System of the NBM, cooperation in the
development and implementation project of the Information System for Documentation and Management of
the Internal Control System of the Bank.

In the context of the Policy of the IMF on the Assessment of Central Bank Credibility and Reliability, in
November 2009 the internal audit elaborated and presented to the IMF the information package on the
assessment of credibility and reliability of the National Bank. Therefore, at the request of the IMF team, the
department has received and sent the electronic correspondence, organized and held telephone conferences
on issues related to the field of activity of the NBM.

In accordance with the Standards for the Professional Practice of Internal Auditing issued by the Institute of
Internal Auditors (Institute of Internal Auditors - 1IA), in 2009 the Quality assurance and improvement
program of the internal audit activities within the NBM was implemented and developed.

The process of audit activity improvement has resulted in a series of new procedures developed and / or
undertaken activities, the most important being the regulatory and methodology framework strengthening in
line with best international practices in this area and development of internal assessment procedure of
conducted audit quality / quality of the audit report to identify the improvement opportunities.
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Activity of the Council of administration

During 2009, 63 meetings of the Council of administration of the National Bank of Moldova were
convened, where 297 decisions were put into discussion and were adopted with regard to the activity of the
financial and banking system, and acts were approved and modified in the fields, as follows:

monetary and foreign exchange activity;

payment system oversight policy;

accounting policy of the National Bank of Moldova;
banking regulation and supervision;

accounting record;

balance of payments;

During 2009, 43 general decisions of the Council of administration of the National Bank of Moldova were
submitted for publication in the Official Monitor of the Republic of Moldova.
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Completion and amendment of normative actsin 2009

Foreign exchange regulations

In 2009, the amendment by the National Bank of Moldova (NBM) of the legal framework in the foreign
exchange was conditioned mainly by the following three factors:

- entry into force on January 18, 2009 of Law no. 62-XVI of March 21, 2008 on foreign exchange
regulation that determined the NBM to adopt the normative acts in order to execute the law in question;

- situation of the country foreign exchange;

- establishment of rapid alert system (RAS), which involves a process of monitoring the indicators
characterizing the macro-prudential risk for volatile capital movements.

I. Law no. 62-XV1 of March 21, 2008 on foreign exchange regulation (hereinafter - Law) was developed
in order to execute the Moldovan Parliament Decision no.300-XV | of 24.11.2005 “The legidlative program
for the years 2005-2009”.

Taking account of the Civil Code no.1107-XV of 06.06.2002, in the context of the reform of the state
regulatory framework of entrepreneurial activity and the need to adjust the foreign exchange legisation to
the EU legidation standards, there were set by law legal standards for the conduct and reporting of foreign
currency operations, licensing and performance of foreign exchange offices, as well as regarding the
controls on foreign exchange, which is set to implement the foreign exchange policy of the state and to
assure the domestic foreign exchange market stability. Moreover, the Law established the NBM rights
regarding the foreign exchange regulation.

The Law transposed the main regulations from the normative acts of the NBM to the law provisions.
However, the Law contains new rules relating to foreign exchange domain (e.g., payments and transfers in
foreign currency in Moldova, safeguard measures, export and import of securities and payment
instruments).

In drafting the Law, it was taken into account the costs of implementing the safeguard measures of the
Treaty establishing the European Community and the provisions of Annex | to the Council Directive of June
24, 1988 for implementation of Article 67 of the Treaty (88/361/EEC), these being adjusted, including
taking into account the provisions of the Internationa Monetary Fund. It has also been consulted the
legislation of foreign countries regarding the foreign exchange field, including some EU member states, as
well as has been taken into account the recommendations of the International Monetary Fund within the
technical assistance mission.

The Law provides the basic concepts and definitions in order to regulate the foreign exchange, specifying
not only the payments and transfers performed within foreign exchange operations but also, where
appropriate, the completion and performance of transactions and operations from which such payments and
transfers arise from. The Law classified the foreign exchange operations (maintaining the principle of
distinction of the foreign exchange operations between residents and non-residents within the current
foreign exchange operations and capital foreign exchange operations) and set the rules for performing them.

Foreign exchange operations are subject to approval from the NBM, where it is required by the Law in
guestion. Simultaneoudly, the Law regulates the procedure for granting the NBM authorization to the
foreign exchange operations, setting the reasons for refusal to grant the authorization. Except some
operations related to export and import of foreign exchange values, the authorization regime applies to
residents, particularly on capital foreign exchange operations involving capital flow out of Moldova. It
should be mentioned that compared with previous regulations, the Law includes a small number of foreign
exchange operations, which are made with the NBM approval.

Regarding the capital foreign exchange operations, which are part of the country's external debt, the Law
provides for application to residents of the system of notification to the NBM of some of those operations.
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In respect of current foreign exchange operations, the Law stipulates expressly that the residents and non-
residents make payments and transfers without any restrictions.

The Law establishes the cases for payments and transfers in foreign currency in Moldova among residents,
between residents and non-residents, among non-residents. Simultaneously, the unilatera transfers,
payments and transfers to / from abroad among residents are separately regulated as well as the use of cash,
traveler's checks and cards within foreign exchange operations.

Regarding the capital foreign exchange operations related to export and import of foreign exchange values,
the Law regulates the aspects regarding the introduction, removal, sent to / from Moldova of al types of
foreign exchange values and by all people.

The Law allows the granting of loans / credits in foreign currency by residents for other residents only to
licensed banks and individuals. Concomitantly, the Law establishes the cases for granting loans in foreign
currency by the licensed banks to residents, gives the NBM the right to set conditions for granting loansin
foreign currency by the licensed banks and enable resident individuals to grant loans in foreign currency to
another resident individual.

The Law regulates the country's foreign exchange market: authorized participants of the foreign exchange
market, the legal framework for conducting foreign exchange operations by residents and non-residents
(with or without restrictions), the NBM powers on the regulation of foreign exchange operations, exchange
rates settings etc. The Law also defines the foreign exchange entities, regulates the conditions of activity of
the foreign exchange entities, the process of licensing the activity of these entities, as well as the control
features of the activity of the foreign exchange entities and the penalties.

The Law specifies the authorities and agencies for foreign exchange control, their powers, rights and
obligations of residents and non-residents in the context of foreign exchange control.

The Law gives to the National Bank of Moldova the right to introduce, through consultations with the
Government, safeguard measures where the capital movements to / from Moldova causes or might cause
serious difficulties in promoting the monetary and / or foreign exchange policy. In the Law there are listed
safeguard measures that can be applied (or partially) by NBM and there is established the maximum period
of application of these measures (six months).

The Law contains the provisions regarding the reporting to the NBM of foreign exchange operations,
including the NBM powersin this context.

Thus, by adopting the Law on foreign exchange regulation, the general principles of foreign exchange
regulation in Moldova at the level of a legislative document were established, as well as the rights and
obligations of foreign residents and non-related regarding the foreign exchange, the powers of the regulatory
and control institutions in this area and the agents' responsible of foreign exchange control.

[1. In order to execute the provisions of Law no. 62-XV1 of March 21, 2008 on foreign exchange regulation,
the National Bank adopted a set of normative actsin 2009.

e Regulation on foreign exchange entities was elaborated in order to develop and provide more details,
within the limits, of Law no. 62-XVI provisions of 21.03.2008 relating to licensing and performance of
foreign exchange entities, their reporting to the NBM, the control on foreign exchange entities' activities,
and the impose of sanctions against those entities.

e Regulation on the official exchange rate determination of the MDL against foreign currencies
establishes the list of foreign currencies against which the Moldovan lei is quoted, the method of
determining the official exchange rate of the MDL against foreign currencies, the way of reporting by
licensed banks to the NBM the purchase / sale transactions, regulates the communication of the rate by
NBM to the licensed banks, public, through various media, the official exchange rate of MDL against
foreign currencies.
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e Regulation on conditions for granting loans in foreign currency to residents by licensed banks is
applied on certain types of foreign currency lending by licensed banks and established, in terms of foreign
currency regulation, the conditions for granting to residents by licensed banks loans in foreign currency (for
example, foreign currency loans, general requirements for granting loans in foreign currency from the
account of loans / lines of credit received by licensed banks under the loan agreements concluded between
the Government of Moldova and non-residents; between the licensed banks and internationa financia
organizations; borrowers' compulsory to use loans for the stated purposes).

e Regulation on authorization of foreign exchange operations by the National Bank of Moldova is
applied on residents performing some foreign exchange operations subject to authorization under the Law
no. 62-XV1 of 21.03.2008 (e.g. operations with foreign financial instruments, donations, foreign exchange
operations carried out abroad, certain payments and transfers of residents of Moldova abroad for residents,
transfers by residentsin favor of non-residents necessary for the provision of services by non-residents).

The Regulation contains provisions covering all aspects of foreign currency operations subject to
authorization under the Law no. 62-XV1 of 21.03.2008, i.e. the authorization process of those operations by
the NBM, methods of making payments / transfers within the authorized operations, the way of reporting to
the NBM those operations with the purpose of compliance with the requirements of authorizations issued by
the NBM.

e Regulation on the NBM authorizations /permissions to export funds from the Republic of
Moldova determines the way of issuance of authorizations by the NBM as specified where individuals
wishing to export funds from Moldova and thus to get the NBM authorization, meet the following
conditions:

a) the resident individuals establishing his /her permanent residence abroad and holding the respective
funds under right of property;
b) the non-resident individual holding the respective funds under right of property;

e Regulation on the NBM authorizations /permissions to export funds from the Republic of
M oldova establishes:

a) the way of issuance by the licensed banks of permits to export funds from Moldova, in case of
exporting cash in national currency and foreign currency and of traveler’s chequesin foreign currency;
b) the mode of keeping record on issued permissions to export funds from Moldova.

The Regulation provisions are applied on legal entities (excluding banks), which intend to export funds
from Moldova and thus to get the permit from the licensed banks in cases referred to Article 31 para. (3) of
the Law no. 62-X VI of 21/03/2008.

[11. In connection with the establishment of the rapid alert system, 2009 there were drafted normative acts
listed below, which require submission of reports by licensed banks containing the necessary indicators.

Thus, by the Decision of the Council of administration of the NBM no0.33 of 05.02.2009 " Completion
and amendment of the Regulation on open foreign exchange position of the bank" was established a
new form of the Report on open foreign exchange position of the bank, the way of submitting the reports
was amended and completed as well as the concepts used in the Regulation and other relevant provisions.

Report on the Bank's open currency position was detailed:

- the information on accepted deposit balances and the received loans of the licensed banks has been
divided into categories of residents and non-residents;

- the information on assets and liabilities of the licensed bank attached to the foreign exchange rate
was specified.

The amendments have allowed the operational (daily) information necessary for monitoring and analysis of
certain factors that influence the situation of foreign exchange market from Moldova
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Instruction on the reporting of foreign currency operations by the licensed banks sets the forms and
regul ates the preparation and presentation by licensed banks of a number of reports that reflect some foreign
exchange operations carried out by licensed banks, including the customer orders, i.e. operations related to
buying and selling of the foreign currency by licensed banks, loans, credits and foreign exchange guarantees
of the licensed banks, international transfers of individuals, licensed bank operations in cash and travelers
checks in foreign currency, information on foreign currency accounts of residents and non-residents and
accounts in domestic currency of non-residents.

The reports are presented to the NBM in order to analyze the foreign exchange market situation of Moldova
and to evaluate the potential risks related to capital movements.

The Instruction includes reports prepared on the basis of reports from the instructions that have been
repeal ed; these reports have been amended or supplemented. It also contains a new report instruction needed
for the analysis of cash foreign exchange market.

Considering that the aim of creating the rapid aert system appeared the necessity of having the information
more operational than the annual one, the annual reports were replaced with the monthly and quarterly
reports.

By the Decision of the Council of administration of the NBM no.231 of 15.10.2009, the Instruction on
the reporting of foreign exchange operations by the licensed banks was completed with two reports on the
need to collect the information more detailed on loans / credits related to direct investment in Moldova
received by the licensed banks, in order to compile the external debt of Moldova and the forecast of
payments regarding the private external debt servicing of the country.

Prudential regulation
The banking regulation and supervision improving was still promoted during 2009.

Thus, to ensure the consumer's right to complete information regarding the banking services field provided
by the national law, changes were made to the Regulation on disclosure of information by the licensed
banks from Moldova regarding their financial activity (the Decision of the Council of administration of
the National Bank of Moldova no. 167 of 02.07.2009) by which the banks were required to use on their
official web-page a cost simulator to determine the total cost of loan granted to the individual. This
contributes to enhancing the information disclosure requirements related to the issue of loan for individuals,
offering consumers full information on the total cost of loan.

In order to decrease the level of risks related to assumed exposures by banks, by the Decision of the
Council of administration of the National Bank of Moldova no. 201 of 13.08.2009 on completion and
amendment of normative acts of the NBM were made amendments to the Regulation nr.3/09 on "large"
exposures to review the limits related to the net exposures assumed by the bank against a person or group of
inter-related persons (from 25 to 15 percent of capital) and Net Credit Exposures granted to ten people
(from 50 to 30 percent of total loan portfolio). Also, as a result of generalization supervisory practice, the
concepts of inter-related persons and net exposure have been refined. Simultaneously, there was established
that the banks should have internal policies and procedures for identification, evaluation, monitoring and
verification of exposure concentrations from the exposure portfolio, including the knowledge of data on
inter-related activity of the person to whom the bank is exposed, with others.

In order to minimize the risks of bank exposure to affiliated persons by the Council of administration of the
National Bank of Moldova no. 297 of 30.12.2009 on the approval, amendment and repeal of normative acts
of the NBM in the Regulation on bank transactions with its affiliated persons has been amended the
maximum limit of bank exposure to an affiliated person or group of persons inter-related (from 20 to 10
percent of capital). Simultaneously, it was stipulated that banks should have policies and procedures to
identify the bank's exposure to affiliated persons and should carry out their monitoring and reporting
through a separate process for managing exposure. It has also been refined the concept of bank exposure to
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an affiliated person and the requirement related to the submission of a list of affiliated persons with a
detailing description of affiliation criteria, conditions for obtaining loans / issuing placements to persons
affiliated to the bank, to indicate in the Transactions Register the persons affiliated to the bank of insurance
and insurer of transaction.

In order to direct the banks to effectively manage their liquidity and therefore to reduce the risk of failurein
maintaining the level of liquidity within the banking activity by the Council of administration of the
National Bank of Moldova no. 265 of 17.12.2009 were made amendments and additions to the Regulations
on bank liquidity by which the banks were obligated to have adequate internal policies and procedures for
identifying, monitoring, controlling and limiting the risk regarding the liquidity. Also, in order to avoid a
different treatment of the term "liquid securities® and “Net Interbank Resources’, the concepts in question
were disclosed as well as the requirements related to inclusion of these items in the calculation of liquid
assets were determined.

In order to optimize the control, the regulation and supervisory procedure of the financial institutions
activities, the reporting requirements for banks have been improved. Thus, a number of changes was made
to the Instruction on compilation and submission of reports regarding the financial activity by banks,
by which were extended the reporting requirements regarding the information presented by banks related to
the number of depositors and deposits of natural and legal persons (depending on the amount), breaches of
contract conditions admitted by banks that may adversely affect the bank capital and / or liquidity, and
information pertaining to court actions brought against banks. This will allow assessing more extensive the
risks to which the banks are exposed, including liquidity risks due to the concentration of bank deposits
(depending on their size and natural and legal depositors).

Simultaneously, for a proper consideration of the interna audit findings as a result of the control in
preventing and combating money laundering and terrorist financing have been determined the minimum
requirements for the information that has to be included in the audit conclusions, presented at the National
Bank of Moldova.

Also, in order to ensure the timely detection of the major problems in banks that may affect their financial
situation and timelier responding to the supervisory body to eliminate the detected problems, the deadline
for reports on financial activity banks was modified.
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I11. Annexes

Tableno. 1. EVOLUTION OF THE MACROECONOMIC INDICATORS

2007 2008 2009

| Nominal Gross Domestic Product (million, lei) | 534296 | 629215 | 60043.3
| — compared to the same period last year in real terms (%) | 1030 | 1078 | 935
| GDP deflator (%) | 1159 | 1002 | 1020
| Industrial production (million, lei) | 261735 | 299884 | 23266.6
| — compared to the same period last year in real terms (%) | 987 | 1015 | 778
| Producer price index of industrial production (average) | 1134 | 1104 | 970
| Agricultural production (million, lei) | 128250 | 165030 | 13242.0
| — compared to the same period last year in real terms (%) | 769 | 1321 | 901
| Investment in fixed capital (million, lei) | 153358 | 181231 | 10818.9
| — compared to the same period last year in real terms (%) | 12129 | 1007 | 651
| Deficit (-), surplus (+) public budget (million, lei) | -1236 | -6300 | -4098.6
| - compared to GDP (%) | 02 | 10 | -68
| Consumer price index (average) | 1123 | 1127 | 1000
| Consumer priceindex (at the end of period) | 1131 | 1073 | 1004
‘ Average scripted number of personnel in the period (thousands) | 621.6 ‘ 618.1 | 593.4
‘ Number of officially registered unemployed people at the end of ‘ ‘ ‘

the period (thousands) 18.9 17.8 38.7
| Unemployment rate according to ILO | 51 |40 | 64
| Averagewage (MDL) | 20850 | 25297 | 27476
‘ — compared to the same period last year in real terms (%) | 108.4 ’ 108.7 | 108.6
| Wage arrears at end of the period (million, lei) | 725 | 1020 | 1535
| Public and publicly guaranteed foreign debt (million, U.S.$) | 9440 | 9574 | 11398
| Total external debt (million, U.S. §)* | 3359 | 41061 | 43688
‘ Internal Debt (million, lei) | 3748.7 ’ 3509.9 | 5104.9
‘ — Loans from the NBM with SS guarantee | 1932.2 ‘ . | i
\ — State securitiesin circulation, | 1816.4 ] 3509.9 | 5104.9
‘ including SSin the NBM portfolio | 400.0 ‘ 22134 | 22134

*Balance at the end of the period, for 2009 - estimated data
Source: National Bureau of Statistics, Ministry of Finance and the National bank of Moldova

75

* 7, Grigore Vieru Avenue, MD-2005, Chisinau « www.bnm.md « E-mail: official@bnm.md ¢
e Tel. (37322) 409 006 * Fax (37322) 220 591 »




I@{ National Bank of Moldova

Tableno. 2. INFLATION DYNAMICS

% modifications versus previous (% modifications versus December | % modifications versus the same
month of the previous year month of the previous year
2007 2008 2009 2007 2008 2009 2007 2008 2009
January 0.8 14 -0.1 0.8 14 -0.1 12.9 13.9 57
February 0.6 15 -1.1 14 29 -1.2 12.0 14.9 3.0
March 0.6 11 -0.8 20 41 -2.0 111 154 1.0
April 1.0 16 0.3 3.0 5.8 -1.7 11.0 16.2 -0.3
May 0.9 15 0.2 39 74 -1.5 10.6 16.9 -1.6
June 0.0 -1.1 -0.3 3.9 6.2 -1.8 104 15.6 -0.8
July 11 -0.9 -0.6 5.0 5.3 -2.4 12.0 134 -0.5
August 22 0.7 -1.1 7.3 6.0 -3.4 135 11.7 -2.2
September 16 0.6 0.6 9.0 6.7 -2.9 14.0 10.7 -2.3
October 16 0.8 15 10.7 75 -14 14.0 9.8 -1.6
November 13 0.0 10 12.1 7.5 -0.5 135 8.5 -0.7
December 0.9 -0.2 0.9 131 7.3 04 131 7.3 04

Source: National Bureau of Statistics
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Table no. 3. GROSSDOMESTIC PRODUCT

‘ Million, I_el,current ‘ Real growth, % ‘ Weight, %
prices
| 2008 2009 | 2008 2009 | 2008 2009
categories of resources
Gross domestic product 62921.5 60043.3 7.8 -6.5 100.0 100.0
Gross value added, total 517735 | 504495 6.8 -6.4 82.3 84.0
Goods 142812 | 12880.7 17.4 -16.1 22.7 215
| Agriculture | 55440 | 50625 | 411 | -109 | 88 | 85
| Industry | 87372 | 78182 | 07 | -194 | 139 | 130
‘Services ‘ 38801.4 ‘ 385735 ‘ 3.3 ‘ -36 ‘ 61.7 | 64.2
| Constructions | 31150 | 20578 | 03 | 276 | 49 | 34
| Wholesaletrade | 81486 | 77922 | 89 | 23 | 130 | 130
| Transport and communications| 3684.5 | 3195.7 | 4.9 | -7.0 | 12.1 | 12.3
| Other services | 238533 | 25527.8 | 09 |10 | 317 | 365
Services of the financial
intermediaries indirectly -1309.1 -1004.7 26.8 -29.1 -2.1 -1.7
measured
Net taxes on productsand 111480 | 950338 13.1 7.0 17.7 16.0
imports
categories of uses

Final consumption 714514 | 677385 5.7 -6.0 1136 112.8

households 578044 | 523539 | 58 |  -79 91.9 87.2

government and non-profit

itutions serving households | 13647.0 | 153846 5.0 1.9 21.7 25.6
Gross capital formation 24683.0 14260.4 6.8 -37.2 39.2 238
| Grossfixed capitdl formation | 213914 | 134905 | 22 | 313 | 340 | 225
| Stock changes | 32916 | 7699 | 462 | -757 | 50 | 10
‘Net export ‘ -33212.8 ‘ -21955.6 ‘ 24 ‘ -283 ‘ -52.8 ‘ -36.6
| export | 256840 | 221149 | 34 | 78 | 408 | 368
| import | 588968 | 440705 | 29 | -193 | 936 | 734

Source: National Bureau of Statistics, National Bank of Moldova
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Tableno. 4. INTEREST RATESON MONETARY INSTRUMENTS

Effective date of
decision’

Decision

20 January 2009

The base rate (on short term) was reduced from 14.0 to 12.5 percent annually;
The base rate (on long term) was maintained at the level of 10.5 percent annually;
Therate of overnight credits was reduced from 16.5 to 15.0 percent annually;

The rate of overnight deposits was maintained at the level of 2.0 percent annually.

10 February 2009

The base rate (on short term) was reduced from 12.5 to 11.0 percent annually;
The base rate (on long term) was reduced from 10.5 to 10.0 percent annually;
Therate of overnight credits was reduced from 15.0 to 13.5 percent annually;

The rate of overnight deposits was maintained at the level of 2.0 percent annually.

19 May 2009

The base rate (on short term) was reduced from 11.0 to 10.0 percent annually;
The base rate (on long term) was maintained at the level of 10.0 percent annually;
Therate of overnight credits was reduced from 13.5 to 12.5 percent annually;

Therate of overnight deposits was maintained at the level of 2.0 percent annually.

23 June 2009

The base rate (on short term) was reduced from 10.0 to 9.0 percent annually;
The base rate (on long term) was reduced from 10.0 to 9.0 percent annually;
Therate of overnight credits was reduced from 12.5 to 11.5 percent annually;

Therate of overnight deposits was maintained at the level of 2.0 percent annually.

24 July 2009

The base rate (on short term) was reduced from 9.0 to 8.0 percent annually;
The base rate (on long term) was reduced from 9.0 to 8.0 percent annually;
The rate of overnight credits was reduced from 11.5 to 10.5 percent annualy;

The rate of overnight deposits was maintained at the level of 2.0 percent annually.

14 August 2009

The base rate (on short term) was reduced from 8.0 to 7.0 percent annually;
The base rate (on long term) was reduced from 8.0 to 7.0 percent annually;
Therate of overnight credits was reduced from 10.5 to 9.5 percent annually;

Therate of overnight deposits was maintained at the level of 2.0 percent annually.

8 September 2009

The base rate (on short term) was reduced from 7.0 to 5.0 percent annually;
The base rate (on long term) was reduced from 7.0 to 5.0 percent annually;
The rate of overnight credits was reduced from 9.5 to 7.5 percent annually;

Therate of overnight deposits was maintained at the level of 2.0 percent annually.

" date of publication of the decision of the Council of Administration in the Official Monitor of the Republic of Moldova
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Tableno. 5. MONETARY INDICATORS (million lei, end of the period)

| 2007 | 2008 | 2009
M onetary aggr egates

| Monetary Base | 95372 | 116336 | 104563
‘ MO (money in circulation) ‘ 6664.9 ‘ 7578.7 ‘ 8849.0
| Sight deposits | 42586 | 40305 | 43578
M1 | 100236 | 116002 | 132068
| Term deposits | 74559 | 101480 | 77339
‘ Money market instruments ‘ 17.3 ‘ 16.9 ‘ 13
M2 | 183067 | 217741 | 200420
| Depositsin foreign currency | 8474 | 90067 | 117423
M3 | 273441 | 316807 | 326844
| Velocity of money (M2) | 364 | 306 | 323
| Multiplier (M2) | 193 | 187 | 20
| Deposits (total) | 206619 | 240852 | 238341
| Deposits of legal persons | 6479 | 68432 | 72242
| inclusivein foreign currency | 19921 | 20621 | 28520
| Deposits of indivicuals | 142140 | 172420 | 16609.9
| inclusivein foreign currency | 69553 | 78446 | 88903
| Credits
‘ Requests for payment of the NBM from banks ‘ 335 ‘ 26.4 ‘ 1865.4
| Requestsfor payment to the NGO sector, total | 208838 | 251226 | 23884.1
| Innational currency: | 117689 | 147799 | 132023
| —inregard to state enterprises | 3346 | 2468 | 2299
| —inregardto private sector | 63956 | 8870 | 83023
| —inregard to population | 46620 | 46481 | 37200
| —inregard to other financial institutions | 3767 | 9980 | 9501
’ In foreign currency ’ 9114.9 ’ 10342.7 ’ 10681.8

Source: National Bank of Moldova
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Tableno. 6. WEIGHTED AVERAGE RATE ON TERM DEPOSITS

| Deposits
in MDL in foreign currency
Total volume Interest rate volume Interest rate
million lei % million lei %
January 2008 2440.1 1382.1 16.10 1058.0 6.62
February 2261.2 1256.6 15.61 1004.6 6.58
March 2272.1 1233.2 15.94 1038.9 6.58
April 2512.1 1384.2 16.41 1127.9 7.26
May 2986.3 1607.2 17.18 1379.1 8.96
June 2903.2 1508.5 1841 1394.7 10.24
July 3090.7 1672.7 18.69 1418.0 10.32
August 31534 1633.6 18.84 1519.8 10.81
September 2764.5 1323.9 18.99 1440.6 10.93
October 2776.2 1500.6 19.38 1275.6 10.69
November 2783.6 1536.0 19.91 1247.6 11.44
December 2008 3822.9 2181.1 19.75 1641.8 12.09
Total 2008 33766.3 18219.7 18.09 15546.6 9.64
January 2009 3004.1 1536.5 20.69 1467.6 11.81
February 2902.8 1360.8 19.84 1542.0 11.67
March 3385.1 1257.5 19.36 2127.6 10.18
April 2650.4 1044.6 18.72 1605.8 9.66
May 3249.6 1660.2 16.04 1589.4 9.70
June 3716.6 1946.2 15.04 17704 8.16
July 3188.5 1718.2 14.85 1470.3 6.72
August 3166.8 1467.8 12.99 1699.0 5.62
September 3243.4 1517.1 10.77 1726.3 4.88
October 3025.4 1563.2 10.66 1462.2 4.44
November 2798.5 1520.3 10.56 1278.2 4.20
December 2009 3695.5 1855.3 9.79 1840.2 3.81
Total 2009 38026.7 18447.7 14.66 19579.0 7.61

Source: National Bank of Moldova
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Tableno. 7. WEIGHTED AVERAGE CREDITSRATE

Credits
in MDL In foreign currency
Total volume Interest rate volume Interest rate
million lei % million lei %
January 2008 1615.8 885.3 19.18 730.5 10.77
February 2732.2 17714 18.93 960.8 10.75
March 29037.8 1920.6 19.07 1017.2 11.04
April 2627.8 1666.9 19.53 960.9 11.08
May 2220.6 1409.6 20.12 811.0 11.39
June 2399.8 1452.6 21.11 947.2 11.72
July 2469.4 1355.5 21.45 1113.9 12.27
August 23754 1424.2 22.76 951.2 12.39
September 2677.6 1536.2 22.99 1141.4 12.95
October 2035.0 1179.5 22.31 855.5 13.03
November 1502.6 904.8 22.77 597.8 13.34
December 2008 2217.8 1620.6 22.55 597.2 14.56
Total 2008 27811.8 17127.2 20.96 10684.6 12.02
January 2009 8704 510.3 23.25 360.1 13.20
February 1318.9 803.2 22.93 515.7 14.06
March 1352.5 729.3 23.13 623.2 13.30
April 1035.0 562.8 22.57 472.2 12.85
May 979.2 446.5 22.23 532.7 1311
June 1093.6 597.7 18.94 495.9 13.09
July 1086.7 651.5 17.97 435.2 12.71
August 1110.7 566.3 17.65 544.4 12.70
September 1366.5 703.0 19.04 663.5 11.89
October 11291 611.5 19.63 517.6 12.13
November 1126.7 681.0 18.88 445.6 11.82
December 2009 1777.3 964.9 18.63 8124 10.58
Total 2009 14246.5 7828.0 20.31 6418.5 1251

Source: National Bank of Moldova
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Tableno. 8. PROFIT RATE OF SSISSUED ON THE PRIMARY MARKET (%)

Monthly weighted averagerate on SStypes M onthly weighted
average nominal
91 days 182 days 364 days rate
January 2008 15.40 16.10 16.58 15.92
February 15.00 15.63 15.79 15.35
March 15.32 15.42 15.55 15.42
April 16.90 17.13 17.26 17.08
May 16.65 16.49 16.82 16.72
June 18.41 19.33 19.48 18.88
July 20.24 20.93 21.12 20.61
August 20.13 21.20 21.63 20.70
September 18.30 19.90 20.67 19.27
October 17.26 17.71 18.30 17.67
November 19.84 20.09 20.84 20.14
December 2008 18.81 19.18 19.78 19.12
The weighted average

annual rate - 2008 17.70 18.10 18.39 17.95
January 2009 16.80 17.47 18.08 17.45
February 12.78 14.00 14.94 13.62
March 15.88 16.22 16.60 16.00
April 23.80 24.36 25.00 23.99
May 14.08 14.36 14.63 13.61
June 12.57 13.56 13.72 12.18
July 9.19 11.38 12.49 9.10
August 3.16 6.62 9.43 4.84
September 4.98 7.42 8.88 5.52
October 6.28 10.81 11.34 8.04
November 5.08 9.95 11.03 7.38
December 2009 2.78 6.08 7.91 451

The weighted average
annual rate — 2009 9.54 10.49 12.65 9.32

Source: National Bank of Moldova
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Tableno. 9. OFFICIAL EXCHANGE RATE (lei)

| | 2007 | 2008 | 2009

‘ At the end of ‘ Average ‘ At the end of ‘ Average | Atthe end of ‘ Average
the period annual the period annual the period annual

|USD (1) | 113192 | 121362 | 104002 | 103895 | 123017 | 111134

[EUR (1€) | 166437 | 165986 | 147408 | 152916 | 17.6252 | 155248

IRUB (1) | 04619 | 04742 | 03548 | 0419 | 04066 | 0.3520

|RON (1) | 46187 | 49807 | 36673 | 41571 | 41595 | 3.6666

Source: National Bank of Moldova

Chart no. 1. Foreign trade balance of goods (f.0.b. —f.0.b.) by geographical area, quarterly
presented (million U.S. dollars)
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Chart no. 2. Other investments—financial assets (million U.S. dollars)
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Chart no. 3. Other investments— liabilities (million U.S. dollars)
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