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2008.gads skaitlos / Main Data

in 2008

Raditajs 2007. gada 2008. gada
IKP (faktiskajas cenas), milj. LVL 13 957,4 15 268*
) pieaugums faktiskajas cenas, % | 24,9 9,4*
pieaugums salidzinamajas cenas, % | 10,3 -2,0*
Patérina cenu indekss (decembris pret decembri), % 14,1 10,5
P;;térina cenu indekss (gads pret gadu), % 10,1 15,4 *
Régistrétais bezdarba limenis (decembris), %** 49 7,0
I\Z[ékséjumu bilances tekosais konts, milj. LVL -3327,2 -2165,7 .
% no IKP | -23,8 -13,9
Valsts konsolidéta budZeta finansiala bilance, milj. LVL 117,2 -426,3** -
%nolIKP| 0,8 -2,7%*
Visparéjas valdibas parads, milj. LVL 1149,2 2 770,17
' %noIKP | 8,2 18,1%**
Centralas valdibas parads, milj. LVL 1031,9 2 640,1*** koo
%noIKP | 74 17,3
Izsniegtie valsts budZeta aizdevumi, milj. LVL 124,2 148,8
Izsniegtie valsts galvojumi, milj. LVL***** 1141 14,2 Avots:
Indicator 2007 2008
GDP (actual prices), million LVL 13957.4 15 268*
increase in actual prices, % | 24.9 9.4*
increase in comparable prices, % | 10.3 -2.0*
Consumer price index (December on December), % 14.1 10.5 *
Consumer price index (year on year), % 10.1 154
P{egistered unemployment level (December), %** 4.9 7.0
Balance of payments current account, million LVL -3327.2 -2165.7
% of GDP | -23.8 -13.9 **
ansohdated budget financial balance, million LVL 117.2 -426.3"** "
% of GDP 0.8 =277
General government debt, million LVL 1149.2 2 770.1%**
) %of GDP | 8.2 18.1%++
Central government debt, million LVL 1031.9 2 640.1*** —
% of GDP | 7.4 17.3
Issued state budget loans, million LVL 124.2 1488
Issued state guarantees, million LVL**** 114.1 14.2 S

prognoze grozijumos
likuma , Par valsts
budZetu 2009.gadam”
Nodarbinatibas valsts
agenturas dati

Valsts kases operativa
informacija uz
30.12.2008.

Valsts kases prognoze
Bez studiju un studéjoso
kreditesanas

CSB, grozijumi likuma ,Par valsts
budzetu 2009.gadam”

forecast from
amendments in Law
on the State Budget for
2009

State Employment
Agency data

The Treasury’s operative
information on
30.12.2008.

The Treasury’s forecast
Excluding study and
student crediting

CSB, amendments in Law on the
State Budget for 2009



Valsts kases parvaldnieka ievadvardi

2008. gada Valsts kase tapat ka
Latvijas valsts un tas finansu sistéma
atziméja savu 90. dibinaganas
gadadienu. Jubilejas gads pieradija, ka
budZeta lidzeklu finan$u parvaldibas
un Latvijas valsts parada un aktivu
vadibas vértibas — konservativa
attieksme pret finansu stabilitates
jautajumiem un inovativa attieksme
pret modernu finansu instrumentu
un tehnologisko risindjumu ieviesanu
- nodrosina stabilitati ari ekonomikas
satricinajumu laika.

Tiedi 2008. gada beigas ieziméja
butisku pagriezienu, kas ietekméja
Valsts kases aktivitates un bija loti
cie$i saistits ar krasajam izmainam
starptautiskaja un vietéja finansu
tirga. Notikumi starptautiskaja
finangu tirga - likviditates krisanas,
resursu tirgus ,aizvér$anas” un
daudzo tirgus dalibnieku nonaksana
valdibu rokas vél vairak saasinaja
situaciju vietéja finansu tirga. Ari
Latvijas valdiba lidzigi daudzu

citu pasaules valstu valdibam, lai
saglabatu finansu sistémas stabilitati,
gada beigas parnéma valsts ipauma
nozimigu vietéjo komercbanku.

Valsts budzeta deficits 2008. gada

- 2,7% no IKP planota parpalikuma
vieta makroekonomisko raditaju
pasliktinaganas del, valsts
kreditreitinga vértéjuma maina

un satricinajumi banku sektora

lika meklét radikalus situacijas
risinajumus, izstradajot Latvijas
Ekonomikas stabilizacijas un
izaugsmes atjaunoS$anas programmu
un sanemot finansialu atbalstu no ES,
SVF un divpuséjiem aizdevéjiem.

Tie$i pirms negativajiem notikumiem
starptautiskaja finansu tirga 2008.
gada marta Valsts kase veiksmigi
emitéja EUR 400 miljonu eiroobligaci-
jas. Eiroobligaciju emisija nodro$inaja
valsts parada parfinansé3anai un
pieaugosa centralas valdibas budzeta

deficita seg$anai nepiecieamo finan-
séjumu 2008. gadam. Lai turpinatu
ES fondu lidzeklu izmanto$anu, Latvi-
jas ekonomikas attistibu veicino$u
projektu lidzfinansésanai 2008.gada
sanemts aizdevums no EIB.

Ari vietéja finansu tirga Valsts kase
organizéja regularas valsts iek3éja
aiznémuma veértspapiru izsoles, kas
nodro$inaja finanséjumu kopéjas
finansé$anas nepieciesamibas sega-
nai, ka ari saglabaja svarigu finansu
instrumentu pieejamibu banku
sektoram.

Latvijas centralas valdibas parads
2008. gada beigas veido 17,3%

no IKP, kas vél joprojam ir viens

no zemakajiem raditajiem ES. Lai

gan $ibriza makroekonomiska
situacija un planotie aiznémumi no
starptautiskajam finansu institacijam
un citiem aizdevéjiem butiski
palielinas centralas valdibas parada
limeni, tas vidéja termina tikai
pietuvinas maus citu ES valstu raditaju
limenim.

2008. gada veicam izmainas ari valsts
aizdevumu politika, lai nodrosinatu
kopéja valsts aizdevumu portfela
riska limena samazina$anos. Tas
sasaurina valsts budZeta aizdevumu
sanéméju loku un strikti definé,
kadiem meérkiem izmantojami valsts
budZeta aizdevumi. Nozimigakais
valsts budzeta aizdevumu sanéméjs
ir pasvaldibas, kas lielako dalu
aiznémumu pasvaldibu funkciju
nodrosinasanai veic no valsts
budzeta.

2008. gada turpinajas sadarbiba

ar starptautiskajam reitingu
agentuaram — Moody s Investor
Service, Standard&Poor s un Fitch
Ratings, kuras 2008. gada pievérsusas
pastiprinatu uzmanibu Latvijas

ekonomikas attistibas tendencém
un riskiem. Lai diversificétu un
papladinatu iespéjamo aizdevéju
loku, uzsakam sadarbibu ar Japanas
reitingu agentiru un Azijas finansu
tirgus dalibniekiem. Lai gan pasaules
finangu satricinajumu ietekmeé
Latvijas reitingu virziba 2008. gada
nav bijusi pozitiva, tomér jacer, ka,
tiklidz varés novérot ekonomikas
atlabSanas pazimes, Latvijas reitingi
atgriezisies iepriekséjos limenos.

2008. gads bijis viens no
visizaicino$akajiem vai pat, nebaidos
teikt, visizaicinosakais Valsts kases
pastavésanas vésturé un pienemtie
léemumi - vissvarigakie. Ceram, ka
parmainas mus virzis uz Latvijas
ekonomikas atraku parkartosanos un
izaugsmes atjauno$anos, jau tuvaka
nakotné tautsaimniecibai atgriezoties
pie pozitiviem attistibas tempiem,
kas paveérs Latvijai iespéju klut par
pilntiesigu eirozonas dalibnieci.

Kaspars Aboling
Valsts kases parvaldnieks
2009. gada janvari



Foreword by the Treasurer

In 2008, the Treasury marked its
90th anniversary, which falls in the
same year as the 90th anniversary of
the state of Latvia and its financial
system. The anniversary year proved
that the values of budget resource
financial management and Latvia’s
government debt and asset manage-
ment — a conservative attitude toward
financial stability issues and an
innovative attitude toward implemen-
tation of advanced financial instru-
ments and technological solutions

— ensure stability even in situations of
economic unrest.

The end of 2008 marked significant
turn that directly influenced the
activities of the Treasury and were
related to the radical changes in inter-
national and local financial markets.
The local financial market situation
was further strained by the events

in the international financial market
— the drop in liquidity, the “closure” of
the financial market and nationalisa-
tion of many market players globally.
To retain the stability of the financial
system, the Latvian government, like
many others throughout the world,
decided to act safely and thus nation-
alised a local commercial bank late in
the year.

The consolidated budget deficit,
which in 2008 amounted to 2.7% of
the GDP instead of the planned sur-
plus as a result of deteriorating mac-
roeconomic indicators, the change
of sovereign credit rating and the
unrest in the banking sector called
for more radical solutions, leading to
the development of Latvia’s Economic
Stabilisation and Growth Revival
Programme and granting of financial
support to Latvia by EU, IMF and
bilateral lenders.

Even though the end of year marked
a new stage in loan management,

the Treasury successfully issued EUR
400 million Eurobonds in March
2008, right before the unfavourable
events in the international financial
market. The issue of Eurobonds pro-
vided financial resources required for
refinancing central government debt
and covering the increasing central
government budget deficit in 2008.
To continue the use of EU funds in
development project co-financing for
the Latvian economy, 2008 saw the
loan from the EIB.

Domestic securities auctions were
carried out in the local financial mar-
ket on a regular basis, which covered
the general financing requirements
and retained the availability of im-
portant financial instruments in the
banking sector.

At the end of 2008, Latvia’s central
government debt amounted to 17.3%
of the GDP, which is still one of the
lowest indicators in the EU. Even
though the current macroeconomic
situation and the planned loans from
international financial institutions
and other lenders will cause a signifi-
cant increase of the central govern-
ment debt, in medium term, it will
bring us closer to the level of other
EU countries.

Changes in state budget lending
policy were made to lower the risk of
the total state budget loan portfolio.
It reduces the scope of state budget
loan recipients and sets strict criteria
for the aims for which state budget
loans can be used. The main recipients
of state budget loans are the local
governments, which borrow most of

the funds required for their opera-
tions from the state budget.

2008 was a year of continuing co-
operation with international rating
agencies - Moody's Investor Service,
Standard&Poor's and Fitch Ratings,
which paid increased attention to the
trends and risks of Latvia’s economic
development in 2008. To diversify
and expand the network of potential
lenders, we started cooperation with
Japanese rating agency and partici-
pants in the Asian financial market.
Even though the development of
Latvia’s ratings has not been positive
under the influence of the worldwide
financial tremor in 2008, we must
hope that, as soon as the economy
starts to recover, Latvia’s ratings will
return to their previous levels.

2008 was a challenging, if not the
most challenging, year in the history
of the Treasury and the decisions
taken were of utmost importance.
Yet, the changes will lead us to a
more rapid reorganisation of the
Latvian economy and restoration of
growth. Already in the nearest future,
the national economy will regain a
positive development pace, which will
give Latvia a chance to become a full
member of the Eurozone.

Kaspars Abolin
The Treasurer
January 2009



IKP pieaugums Baltijas valstis

(salidzinosajas cenas, % pret iepriek$éja gada
attiecigo periodu)

GDP growth in Baltic countries (in comparable
prices, compared to corresponding period in
previous year) %

12

10

2007/1C 2007/2C 2007/3C 2007/4C 2008/1C 2008/2C 2008/3C

Latvija Lietuva Igaunija
Latvia Lithuania Estonia

Avots: CSB
Source: CSB

2008. gada 3.ceturksna IKP
pieauguma tempu krisanas par 4,6%,
salidzinot ar 2007. gada atbilstoso
periodu (pirmajos devinos méne$os
samazinajums par 0,6%, salidzinot
ar 2007. gada atbilsto3o periodu), ir
bijusi pedéjos gados lénaka izaugsme,
kada noverota Latvijas ekonomika
kop$ 1995. gada, ka ari lielakais IKP
samazinajums starp ES valstim.

IKP pieauguma tempa butiska
samazinajuma pamata ir lejupslide
vairakos tautsaimniecibas sektoros
vienlaikus: rupniecibas, nekustama
ipa$uma tirdzniecibas, pakalpojumu
un mazumtirdzniecibas apjomos.

Ar to ciedi saistama ari finansu
sektora izaugsmes, galvenokart
kreditésanas tempu, paléninaganas.
Iepriekséjo gadu straujais ekonomikas
pieaugums bija balstits uz loti augstu
patérinu gan privataja, gan valdibas
sektora, turklat vietéja razo$ana un
pakalpojumu tirdznieciba ir tikai
daléji segusi iek$éjo pieprasijumu,

ka rezultata ieprieks$éjos gados

bija vérojama tekosa konta

deficita palielinasanas. Paredzams,
ka razo8anas un pakalpojumu
snieg8anas apjoms turpmak bus
atkarigs gan no iek$&ja pieprasijuma
limena izmainam, gan produkcijas
eksportésanas apjomu pieauguma
potenciala. Sobrid tiek izteikti vairaki
viedokli par to, ka ekonomikas
lejupslide saglabasies ari turpmak
un 2008. gada IKP pieaugums bus
negativs.

Ekonomikas attistibas temps butiski
samazinajas ari paréjas Baltijas

Latvijas finansu tirgus aktualitates
Latvia’s Financial Market

In comparison to the corresponding
period of the previous year, the 4.6%
drop of the GDP growth rate in the
third quarter of 2008 (in the first nine
months of the year, the decrease was
0.6% compared to the corresponding
period of 2007) is the slowest growth
observed in Latvia’s economy since
1995 and is the biggest GDP decrease
among the EU states. The reason

for the significant reduction of the
GDP growth rate is the simultaneous
recession in several national economy
sectors: production, real estate trade,
service and retail. It is also closely
related to the reduction of financial
sector growth, especially the pace of
lending. The rapid economic increase
in the previous years was possible due
to a high level of consumption both in
the private and government sectors;
furthermore, the local production
and service trade was unable to fully
satisfy the domestic demand, which
resulted in an increase of the current
account deficit in the previous years.
It can be estimated that the level of
production and service provision will
depend on the changes of the domes-
tic demand level and the potential

of production export growth. Cur-
rently, some forecasts foresee that the
economic recession will continue and
there will be a negative GDP growth
in 2008.

Economic growth rates also decreased
significantly in other Baltic states.
Estonia’s GDP was already negative in
the second quarter of 2008.

< Valsts kases ékas skice (1912)
Eka, kura nu jau vairak neka 10 gadus izvietota Valsts kase, celta ka

dzivojama éka 1912. gada.

Kad 20. gs. trisdesmito gadu vida darbibu saka Latvijas valdibas
izveidota nacionalas

celtniecibas komiteja, viens no tas projektiem bija "vecas un vaciskas”
Vecrigas rekonstrukcijas programma. Jaunajai latviskajai arhitekturai
Vecriga bija japarspéj esoda vaciska arhitektura. Viens no $adas pieejas
projektiem bija Finan$u ministrijas éku kompleksa projekts Vecriga.
Nams bija ieceréts kvartala starp Lielo Smil$u, Meistaru, Lielo Zirgu un
Skanu ielu, ar vienu fasadi, piesledzoties paplaginatajam Doma baznicas
laukumam, un §i vieta tika izraudzita ar aprékinu, lai netalu cita no citas
atrastos valsts finan$u un naudas aprites iestades — Latvijas Banka,
Rigas Birza, Latvijas Kreditbanka un Latvijas Hipotéku banka.

1936. gada 31 iecere tika akceptéta Ministru kabineta un tika nolemts
veidot Finan$u ministrijas éku kompleksu, kura ieklautu ari 1912. gada
celto tagadéjo Valsts kases namu. 1938. gada Valsts kases éku ipaguma
ieguva Finansu ministrija.

Kompleksa, kas tika pilniba nodots ekspluatacijai 1942. gada, lidz
Latvijas Republikas neatkaribas atjaunoganai atradas dazadas ta laika
valdibu finansu parvaldes iestades.

Kops 1990. gada vasaras éku kompleksa atrodas Finan$u ministrija,
Valsts kase - kops 1997. gada, kad ta tika izveidota par patstavigu
Finangu ministrijas padotibas iestadi.




valstis. Igaunija IKP bija negativs jau
2008. gada 2. ceturksni.

Lidz ar butisku iek$éjo patérina
kritumu jo ipasi svarigs klust Latvijas
eksporta pieauguma limenis. Iekséjo
faktoru izraisita Latvijas ekonomikas
atdzi$ana ir sakritusi ari ar hipotekaro
kreditu krizi un ekonomiskas izaug-
smes paléninasanos visa pasaulé. Sobrid
recesija skarusi ari Latvijas lielakas ES
eksporta partnervalstis — Vaciju un
Zviedriju, ka ari citas ES valstis. Uz
strauju izaugsmes atjaunosanos $ogad
vai nakamgad pamatotu ceribu nav,
tomér Latvijas riciba joprojam ir tadi
ekonomikas atbalsta instrumenti ka ES
fondu lidzekli un ari eksporta parorien-
tédanas iespéja uz blakus eso$ajiem
tirgiem, kurus krize nav veél skarusi tik
smagi.

Inflacijas raditajs 2008. gada

decembri, arvien vajinoties iek§zemes
pieprasijumam, samazinajies lidz
10,5%, salidzinot ar 2007.gada
atbilstoso periodu no gada augstaka
punkta — 17,9% maija. Pastavot
pasreizéjam tendencém, gada inflacijas
limenim butu jaturpina samazinaties,
pat neskatoties uz pievienotas vértibas
nodokla (PVN) likmes palielinadjumu
21% limeni ar 2009. gadu. Kritot
naftas cenam, degvielas cenas Latvija
2008. gada oktobri samazinajusas
aptuveni par 30% un, procesam
turpinoties, tas kopéjo inflacijas
raditaju var samazinat veél vairak.
Japiebilst, ka Latvija jau ir vérojams
strauj§ bezdarba limena pieaugums, kas
radis papildu izaicindjumus ekonomikai
kopuma. Vienlaikus bezdarba limena
palielindjums veicinas konkurenci darba
tirga, kas pozitivi ietekmés produktivi-
tates un kvalitates limena pieaugumu.

Aizvadita gada laika Latvijas iek3éja
tirgu ir palielinajies pieprasijums

< Asketch of the Treasury building (1912)

With the domestic consumption
falling dramatically, Latvia’s export
growth acquires a major importance.
The cooling of Latvia’s economy
caused by internal factors coincided
with the mortgage crisis and the
recession of economic growth world-
wide. The current recession has also
affected the Latvia’s key EU export
countries — Germany and Sweden, as
well as other EU countries. Realisti-
cally, a sudden restoration of growth
during this or the following year
cannot be expected, yet Latvia still
possesses such economic support
tools as EU funds and the option of
export reorientation to neighbouring
markets that have been less affected
by the crisis.

With the domestic demand decreas-
ing and in comparison to the cor-
responding period of 2007, inflation
slowed down to 10,5% in December
2008 from the highest point it had
reached in May — 17.9%. With the
current trends, the annual inflation
should continue to fall, despite the
value added tax (VAT) rate increase
to 21% effective 2009. With oil prices
dropping, the price of fuel in Latvia in
October 2008 decreased by approxi-
mately 30%, and, as this process is
still ongoing, it continues to reduce
the inflation.

It should be noted that a rapid growth
in the unemployment rate can already
be observed in Latvia, which will
bring additional challenges to the
economy in general. At the same time,
the unemployment rate will improve
the competitiveness of the labour
market, which will have a positive ef-
fect on productivity and quality.

Over the last year, the demand for
monetary resources in the domestic

-25

The building that has been housing the Treasury for more than 10 years was built as a
residential building in 1912.

When the National Building Committee created by the Latvian government began its
work in the 1930s, one of its projects was the renovation of the “old and German” Old
Town of Riga. The new, Latvian architecture in the Old Town of Riga had to outmatch
the existing German architecture. One of the projects guided by this approach was the
block of Ministry of Finance buildings in the Old Town of Riga. The planned location for
the building was between Liela Smildu, Meistaru, Liela Zirgu and Skfmu streets, with
one facade facing the Doma Square. This location was chosen with an idea in mind that
state financial and money circulation institutions — the Bank of Latvia, the Riga Stock
Exchange, the Latvian Credit Bank and the Latvian Mortgage Bank — would be all located
close to each other.

In 1936, this proposal was approved by the Cabinet of Ministers and it was decided

to form a block of buildings for the Ministry of Finance, which would also include the
current building of the Treasury, constructed in 1912. In 1938, the Treasury building was
acquired by the Ministry of Finance.

Until the restoration of the independence of the Republic of Latvia, the complex of
buildings, which was fully commissioned in 1942, housed different financial authorities
of the time.

Starting from the summer of 1990, the complex of buildings houses the Ministry of
Finance and has been the location of the Treasury since 1997, when it was made a
subordinate entity of the Ministry of Finance.

IKP pieaugums un inflacija 2007. - 2011.gads
(prognoze)

GDP growth and inflation, years 2007-2011
(forecast)

%
20
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W= PCl (gads pret gadu), %
CPI (year over year), %
—

IKP pieaugums salidzinamas cenas, %
GDP growth in comparable prices, %

Avots: grozijumi likuma “Par valsts budzetu 2009. gadam”
Source: Amendments in Law on State Budget for 2009

Eksporta un importa pieauguma tendences
Export and import growth trends
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Aizdevumi rezidentiem pa aizdevumu veidiem
(milj. LVL, pa ménesiem)

Loans to residents by loan types
(million LVL, by months)
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mmmmm  Hipotéku kredits  mmmmmm  Kredits patérina precu iegadei
Mortgage loans Consumer credit

Avots: LB

Source: BL

péc naudas resursiem, bet
samazinajusies uzticiba starpbanku
tirga, ka rezultata pieaugusas
aizdevumu procentu likmes un
komercbanku veikto aiznémumu
apjomi LB. Nemot véra situacijas
pasliktindsanos finansu tirga, LB
vairakkart samazinajusi obligato
rezervju normu komercbankam, lai
mazinatu spiedienu uz finansu tirgu
un aktivizétu komercbanku sektora
darbibu.

Kreditesanas tempi turpinaja
samazinaties un pieauga “slikto”
kreditu ipatsvars, ka ari neatgastamo
kreditu skaits, jo, paaugstinoties
inflacijai un bezdarba raditajam,
samazinajusies gan fizisko, gan
juridisko personu maksatspéja. Lai
nodro$inatos pret nemaksatajiem,
komercbankas ir ierobeZojusas jaunu
kreditu izsnieg$anu, netiesa veida
vel vairak pasliktinot iedzivotaju
maksatspéju.

Konvergences process inflacijas un
latu ilgtermina procentu likmju
pieauguma dél turpinaja paléninaties.
Kopéja makroekonomiska situacija
atspogulojas reitinga agentaru
sniegtajos zinojumos un attiecigajas
Latvijai pieskirta kreditreitinga
limena izmainas. Sada notikumu
attistiba pastiprinaja nestabilitati
vietéja naudas tirga un piesardzibu
gan no vietéjo, gan arvalstu investoru
puses un pievérsa lielaku uzmanibu
negativajam tendencém Latvijas
ekonomika.

Vairakkart izplatoties nepamatotam
baumam par lata devalvacijas
iespéjamibu, pa$maju un arvalstu
investori strauji samazinaja
noguldijumu apjomus komercbankas.
Tomeér LB, konsekventi realizéjot
stabilu monetaro politiku un
saglabajot stingru nostaju lata
stabilitates noturésana, panaca,

ka valutas intervenéu apjoms tiek
nodrosinats, saglabajot +/- 1% robezu
no fikséta gramatvedibas kursa EUR 1
=LVL 0,702804.

Komercbanku sektora radas arvien
lielaka neuzticiba starpbanku

tirga, tadél komercbankas aktivi
izmantoja LB piedavatas aiznemsanas
un noguldijumu iespéjas, jo ipasi
2008. gada 3. ceturksni. 2008.

gada likme galveno refinansésanas
darijumu izsolés svarstijas no 6,00%
lidz pat 15,27%. Valatas mijmainas
darijumu izsolés procentu likme
svarstijas robezas no 6,00% lidz
16,25%.

market grew, but confidence in the
interbank market decreased, which
led to increased interest rates and the
amount of commercial bank loans
from the BL. Taking into account

the deteriorating situation in the
financial market, the BL repeatedly
reduced the mandatory reserve ratios
for commercial banks, to reduce the
pressure on the financial market and
to encourage the activity of the com-
mercial banking sector.

The rate of lending continued to fall
and the percentage of “bad” and ir-
recoverable debts increased because
the solvency of both private and
legal entities had decreased due to an
increase in inflation and the unem-
ployment ratio. To secure themselves
against non-payment, commercial
banks limited granting of new loans,
thus indirectly deteriorating the sol-
vency of the population.

The convergence process continued
to slow down due to inflation and

the long-term interest rate increase
for loans in lats. The overall mac-
roeconormic situation was reflected

in reports by rating agencies and
changes in credit ratings assigned to
Latvia. Such developments increased
the instability in the domestic money
market and made local and foreign
investors more cautious and drew
increased attention to negative trends
in the Latvian economy.

After repeated, unsubstantiated ru-
mours of devaluation of the Latvian
lat, domestic and foreign investors
rapidly reduced the amount of depos-
its in commercial banks. However,
due to a steady monetary policy and a
strict position in respect to the stabil-
ity of the Latvian lat, the BL ensured
that the amount of currency inter-
vention was retained within a + 1%
corridor from the fixed exchange rate
of EUR 1 = LVL 0.702804.

Interbank market confidence dropped
in the commercial bank sector; thus
commercial banks actively used the
loan and deposit options offered by
the BL, especially in the third quar-
ter of 2008. In 2008, the rate in key
refinancing transaction auctions was
in the range from 6.00% to 15.27%.
In currency swap tenders, the interest
rate was in the range from 6.00% to
16.25%.

To encourage activity in the commer-
cial bank sector and to slow down eco-
nomic recession, on 17 January 2008,



Lai veicinatu aktivitati komercbanku sektora
un bremzétu ekonomikas lejupslidi, 2008.
gada 17. janvari LB padome pienéma lémumu
paaugstinat banku noguldijumu iespéjas uz
nakti procentu likmi par 1,0 procentu punktu
(lidz 3,00% gada), atstajot nemainigu refinan-
sé3anas likmi (6,00%), kura pédeéjo reizi tika
palielinata par 0,5 procenta punktiem 2007.
gada 18. maija, un aizdevumu iespéjas uz nakti
procentu likmi (7,50%). Gada nogalé LB piene-
ma lémumu diferencét ari aizdevumu iespéjas
uz nakti procentu likmi, lai veicinatu lielaku
uzticibu starpbanku tirga un samazinatu ar LB
starpniecibu veikto darijumu apjomu. No 9.
decembra stajas speka §ads likmju sadalijums:
LB aizdevumu iespéjas uz nakti procentu
likme, aizdevumu izmantojot ne vairak ka
piecas darba dienas iepriekséjas 30 dienas
-7,5%,

LB aizdevumu iespéjas uz nakti procentu
likme, aizdevumu izmantojot ne vairak ka 10
darba dienas iepriek$éjas 30 dienas — 15% un
LB aizdevumu iespéjas uz nakti procentu
likme, aizdevumu izmantojot vairak neka 10
darba dienas iepriekséjas 30 dienas — 30%.
Sakotnéji uzticibas palielinaganas starpbanku
tirga nebija vérojama, par ko liecinija
pieaugosas procentu likmes galveno
refinansé$anas darjjumu izsolés - lidz 13,83%
un valutas mijmainas darijumu izsolés - lidz
13,9%, kas bija vésturiski augstakais $o likmju
limenis, tomér lidz decembra beigam situacija
uzlabojas un galveno refinansésanas darijumu
procentu likme samazinajas lidz 7,25% gada
beigas, bet mijmainas darijumu procentu
likme lidz - 6,67%.

Visu terminu RIGIBOR likmes piedzivoja
samazinajumu gada 1.ceturksni un strauju
kapumu pédéja ceturksni - lidz pat 11,86%
(overnight likme) un 15,24% (gada likme).
Novembri butiski palielinajas LB veikto
darijumu apjoms, kas ari liecina par uzticibas
samazina$anos starpbanku tirgu, jo lielaka
dala naudas aiznémumu un noguldijumu
veikti LB. Saglabajas tendence, ka latu
RIGIBOR likmes terminiem virs viena ménesa
bija daudz augstakas neka likme, par kadu
komercbankas aiznémas resursus no LB
(8-13%). Joprojam lielako dalu darijumu
latu naudas tirga slédza uz terminu lidz
vienam meénesim, kas ir tirgus nestabilitates
un potencialo izmainu nakotné ietekme.
Tomeér decembri péc LB pienemta léemuma
par procentu likmju izmainam, izveidojas
jauna tendence, ka butiski samazinajas
komercbanku veiktie aiznémumi, bet
palielinajas noguldijumu apjoms uz nakti LB.

Lai gan paslaik Latvijas ekonomika ir
lejupslide un finansu tirgus ir apgratinats,
valsts par stratégisko merki ir izvirzijusi

eiro ievie§anu jau 2012. gada. Eiro ievie$ana
veicinatu investoru piesaisti, procentu likmju
samazina$anos un finansu tirgus stabilizaciju.

the Council of the BL decided to increase
the overnight deposit interest rate by 1.0
percentage point (up to 3.00% per annum),
while leaving the refinancing rate (6.00%),
which was last increased by 0.5 percentage
points on 18 May 2007, and the overnight
loan interest rate (7.50%) unchanged. At
the end of the year, the BL also decided to
differentiate the overnight loan interest
rate, to improve confidence in the interbank
market and to reduce the amount of trans-
actions carried out with the mediation of
the BL. The following rates came into effect
on 9 December:

BL overnight loan interest rate, if the loan is
used no more than for five working days in
the last 30 days — 7.5%,

BL overnight loan interest rate, if the loan
is used no more than for 10 working days in
the last 30 days — 15% and

BL overnight loan interest rate, if the loan is
used for more than 10 working days in the
last 30 days — 30%.

Initially, an increase of interbank market
confidence was not observed, which was
reflected by the increase of interest rates in
key refinancing transactions — up to 13.83%
and currency swap tenders — up to 13.9%,
which was the highest ever recorded level of
these rates, however, till the end of Decem-
ber the situation improved as interest rate
for main refinancing transactions lowered
till 7.25% at the end of year and to 6.67%

- for swaps.

RIGIBOR rates of all terms experienced a
reduction in the first quarter of the year
and a sudden rise in the last quarter — up

to 11.86% (overnight rate) and 15.24%
(annual rate). The amount of transactions
carried out by the BL increased significantly
in November, which is also a sign of decreas-
ing confidence in the interbank market,

as the majority of loans and deposits are
carried out in the BL. The trend of RIGIBOR
rates for terms exceeding one month being
much higher than a commercial banks’ rate
of borrowing from the BL (8-13%) persisted.
Still, the majority of transactions in the lat
market were concluded for a period of less
than one month, which was the result of

an unstable market and potential future
changes. However, after the BL decision in
December on changes in interest rates, new
trend formed where borrowing made by
commercial banks lowered significantly but
deposit amount in BL overnight increased.

Despite the current recession in the Latvian
economy and the troubled financial market,
the government has set a strategic task of
introducing the euro in 2012. Introduction
of the euro would help attract investors, re-
duce interest rates and stabilise the financial
market.



Valsts konsolidéta budZeta* finansiala bilance
2008.gada

Central government consolidated budget *
financial balance in 2008
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2008.gada veiktie iekséjie aiznémumi, %
Domestic borrowing in 2008, %
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paradzimes

12-month T-bills

kreditlinijas, aiznémumi
no kreditiestadem

credit lines, loans

from financial institutions

3 ménesu paradzimes
3-month T-bills

11 gadu obligacijas
11-year T-bonds

6 ménesu paradzimes
6-month T-bills

5 gadu obligacijas
5-year T-bonds
Avots: Valsts kase
Source: The Treasury

Centralas valdibas aiznp&mumi
Central Government Borrowing

Latvijas tautsaimniecibas attistibas
raditaji par 2008. gada 4. ceturksni
liecina, ka ir istenojusies virkne

risku, kas noteiks Latvijas
tautsaimniecibas izaugsmes limeni
zem potenciala ne tikai 2008. gada,
bet ari nakamajos gados. Latvijas
ekonomikas lejupslides tendences
butiski ietekméjusas ari valsts budzeta
faktiskas izpildes raditajus, liecinot par
makroekonomisko procesu ietekmé
pieaugosiem fiskaliem riskiem,

kas noteica nepiecieamibu veikt
grozijumus likuma “Par valsts budzetu
2008. gadam”, samazinot sakotnéji
planoto valsts budZeta parpalikumu
1% apmeéra no IKP lidz 0,05% no IKP.
Tomeér ekonomikas attistibas tempu
krasa paléninasanas un valsts budzeta
ienémumu strauj§ kritums 2008.

gada péedéja ceturksni lika valdibai
nekavéjoties izstradat virkni pasakumu
valsts budzeta izdevumu samazina$anai
gada nosléguma, lai ierobeZotu valsts
budZeta finansiala deficita apméru
2008. gada lidz -2,7% no IKP.

2008. gada buatiski pieaudzis
aiznemsanas apjoms iekséja tirgu
Nemot véra pieaugos$o valsts budZeta
finansé3anas nepiecie3amibu, ka ari lai
novérstu tirgus dalibnieku spriedzi par
ieguldijumu drogibu, Valsts kase 2008.
gada butiski palielinajusi sakotnéjas
izvieto$anas apjomus iekséjas valsts
vértspapiru izsolés: 2007. gada

ar iek$ejiem valsts vértspapiriem
piesaistito resursu apjoms bija 97,5
milj. latu, bet 2008. gada - 986,4 milj.
latu, no ka gandriz puse - vértspapiri
471,6 milj. latu apjoma emitéti

valsts parnemtas A/S ,Parex banka”
likviditates nodros$inasanai.

No valsts iek$éja aiznémuma
instrumentiem 2008. gada finansésanas

Latvian economic development
indicators of the forth quarter of
2008 show that a number of risks
have materialised, which will lead

to a level of development below the
potential, not only in 2008, but also
in subsequent years. Negative trends
of the Latvian economy have seriously
affected the factual budget execution
indicators, showing a sign of growing
fiscal risks under the influence of
macroeconomic processes, which
prompted amendments to the Law

on the State Budget for 2008, i.e., the
reduction of the estimated state bud-
get surplus from 1% to 0.05% of the
GDP. However, a sudden deceleration
of economic development and a rapid
decrease of state budget income in the
last quarter of 2008 motivated the
government to immediately develop a
number of measures for the reduction
of state budget spending in the last
months of the year to limit the finan-
cial deficit of the state budget in 2008
to 2.7% of GDP.

The amount of borrowing in the
domestic market has grown signi-
ficantly in 2008

Considering the growing need for sta-
te budget financing and to prevent the
tension concerning safety of deposits
amongst market participants, the Tre-
asury has significantly increased the
initial placement amounts in govern-
ment domestic securities auctions in
2008. In 2007 the amount of attracted
funds by domestic securities issues
was 97.5 million lats compared to
986.4 million lats in 2008, from which
almost half was issued to provide
liquidity for JSC Parex banka that was
overtook by the state.

Central government domestic bor-

Izdots Valsts kases funkcijas veic BudZeta kases SVF misija:
Izveidots Valsts kases “Rikojums Valsts Kraj- un kreditbanka un funkciju izpildi Valsts budzeta kases Izveidots Valsts kases
departaments Finansu par Valsts Finan3u ministrijas Kredita veic centrala operacijam jabut Finansu departaments Finansu
ministrijas sastava kases iekartu” departaments banka ministrijas parzina ministrija

19.11.1918 25.03.1919 1922 - 1927 1928 - 1992 1992 1993 -

Creation of the “Decree on Treasury functions are Budget treasury SVF mission: Creation of the Treasury
Treasury Department State Treasury carried out by the State operations State budget treasury Department under the
under the Ministry of Structure” Savings and Credit Bank and performed by the operations must be Ministry of Finance

Finance the Credit Department of the central bank

Ministry of Finance

supervised by the Ministry
of Finance
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nepiecie$amibas seg$anai izmantotas
istermina valsts iek$éja aiznémuma
paradzimju emisijas ar dzésanas
terminu tris, se$i un divpadsmit
meénesi, ka ari vidéja termina
obligaciju ar dzésanas terminu

pieci gadi un ilgtermina obligaciju
emisijas programmas ar dzésanas
terminu 2019. gada 4. julija (11
gadi) papildindjums. Pirmo reizi tika
istenota valsts vértspapiru sakotnéja
izvieto$ana ar tie$as pardosanas
metodi, ka ari tika emitétas iek3éjas
paradzimes eiro valuta.

Galvenokart nestabilas situacijas
vietéja naudas tirgu, ka ari latu
likviditates trukuma dé] valsts iekseja
aiznémuma vértspapiru izsolés akti-
vitate bija salidzino§i zema un likmes
sasniedza loti augstus limenus, ipasi
gada beigas. Parsvara darijumi tika
veikti ar valsts paradzimém, kuru
apjoms pieauga par 189,5 milj. latu
tris méne$u paradzimém, par 161,2
milj. latu se$u ménesu paradzimém
un par 518,8 milj. latu 12 ménesu
paradzimém. Mazak darijumu tika
veikts ar obligacijam, kuru apjoms ap-
groziba palielinajas par 35 milj. latu.
Si tendence skaidrojama ar faktu, ka
finangu tirga, nemot véra ekonomikas
lejupslidi, palielinajas neskaidriba par
tirgus nakotnes attistibas prognozém,
tapeéc tirgus dalibnieki izvairijas iega-
daties ilgtermina vértspapirus, cerot
uz tirgus situacijas stabilizésanos na-
kotné un procentu likmju pieaugumu.
Ari Valsts kase nepiedavaja augstas
procentu likmes ilgtermina vértspa-
piriem, tadéjadi samazinot parada
apkalpos$anas izmaksas nakotné un
orientéjoties uz istermina un vidéja
termina vértspapiru emisiju, gaidot
finansu tirgus stabilizaciju.

Aiznems3$anas apjomu palielinajums
vietéja tirga ietekméja komercbanku
vértspapiru portfeli. Komercbankas
tradicionali bijusas galvenas valsts
iek$éja aiznemuma vertspapiru

Valsts aréja parada vadibas funkcijas
parnemsana Valsts kasée

Valsts kase — patstaviga Finansu ministrijas
padotibas iestade

1997

Takeover of external state debt function by the
Treasury

The Treasury — a permanent subordinate entity
of the Ministry of Finance

rowing instruments used for covering
2008 financing requirement included
issues of short-term domestic T-bills
maturing in three, six and 12 months,
as well as additional medium-term
T-bonds (five years) and long-term
T-bond issue programmes maturing
on 4 July 2019 (11 years). For the
first time, the direct sale method was
used in initial placement of govern-
ment securities as well as issuance of
domestic securities in EUR currency.

Activity in government domestic
borrowing securities auctions was
comparatively low and the rates
reached very high levels, especially
toward the end of the year. This was
mainly due to the unstable situation
in the domestic money market and
the lack of liquidity of the lat. The
majority of transactions was carried
out with government T-bills, the
amount of which increased by 189.5
million lats for three-month T-bills,
by 161.2 million lats for six-month
T-bills and by 518.8 million lats for
twelve-month T-bills. There were
less transactions with T-bonds,

the outstanding amount of which
increased by 35 million lats.

This trend can be explained by

the increasing uncertainty of the
financial market’s future development
prospects, in addition to economic
recession; therefore, the market
participants avoided purchasing
long-term securities, hoping for
stabilisation of the market situation
in the future and an increase of
interest rates. The Treasury also

did not offer high interest rates for
long-term securities, thus reducing
the future debt servicing costs, and
focused on issues of short-term and
medium-term securities while waiting
for financial market stabilisation.

The increased amount of borrowing
in the domestic market affected the
securities portfolio of commercial

< Valsts kases izveides vésturiska attistiba
Valsts kases véestures aizsakumi datéjami ar 1918. gada
19. novembri, kad izveidota Finan$u ministrija ar ¢etriem
departamentiem, tai skaita — Valsts kases departamentu.
Valsts kase faktiski savu darbibu sakusi 1918. gada 18.
decembri. 1919. gada 1.janvari Valsts kase bija spiesta
partraukt darbibu un evakuéties uz Kurzemi. Péc isas
uzturésanas Jelgava ta savu darbibu lidz 1919. gada
16.aprilim turpinaja Liepaja, bet ta pasa gada julija sakuma
kopa ar Pagaidu valdibu atgriezas Riga.
1919. gada 25. marta izdots “Rikojums par Valsts kases
iekartu”, kura noteikts Valsts kases uzdevums - parvaldit
naudas lidzeklus un citas vértibas valsts vajadzibam.

Valsts iekséja aiznémuma vértspapiru
investoru struktura otrreizéja tirga
Government domestic borrowing investor
structure in the secondary market

miljoni LVL / million LVL
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Source: BL, The Treasury

Historical Development of the Treasury

The beginning of the Treasury can be traced back to

19 November 1918, when the Ministry of Finance was
formed, as well as its four departments; one of these was
the Treasury Department. The Treasury began its actual
work on 19 December 1918. On 1 January 1919, the
Treasury was forced to cease its activities and relocate to
Kurzeme. After a brief residence in Jelgava, it continued
work in Liepaja until 16 April 1919 and returned to Riga
with the Provisional Government in early July.

“The Decree on State Treasury Structure” was passed on
25 March 1919 and it stated the task of the Treasury - to
manage cash and other assets for state needs.

11



banks. Traditionally, commercial
banks have been the main investors
in government domestic borrowing
securities and, as a result, their
activity in government securities
auctions decreased toward the end of
the year and interest rates increased.
Meanwhile, positive feedback should
be given to the commitment of

6 un 12 ménesu paradzimju pelnas likmes,
6 un 12 ménesu RIGIBOR likmes 2008. gada

6 and 12 month bills yields
and 6 and 12 month RIGIBOR rates in 2008

investores, tadél gada beigas bija
vérojams komercbanku aktivitates
samazinajums valsts vértspapiru
izsolés, ka ari pieaugosas procentu
likmes.

Savukart pozitivi jaatzime
institucionalo iegulditaju (pieméram,
pensiju fondu) apnem3anas pastavigi
veikt ieguldijumus Latvijas valsts

%
20

15

adta paradzimes. institutional depositors (e.g., pension
" I funds) to continue investments in
a4 AT 2008. gada piecu un 11 gadu obligaciju Latvian government bills.
5 izsolés vidéjas svertas ienesiguma
I I m v VvV VI VIIVII IX X X XI

likmes tika fiksétas no 98,1 b.p. (11
gadu obligacijam) lidz 224 b.p. (piecu
gadu obligacijam) virs atbilstosa
termina EUR SWAP likmeém.

Eiro un latu likmju liela starpiba
izskaidrojama ar makroekonomisko

In 2008, average weighted yields

at two, five, and 11-year T-bond
auctions were fixed from 98.1 b.p. (for
11-year bonds) to 224 b.p. (for five
year bonds) over EUR SWAP rates of
the corresponding maturity.

s 6 ménesu RIGIBOR A 6 menesuparadzimju
6 month RIGIBOR pelnas likme
yield on 6 month T-bills

mmmm 1 gada RIGIBOR A 1 gada paradzimju

1 year RIGIBOR pelnas likme
yield on 1 year T-bills

Avots: LB, Valsts kase

Source: BL, The Treasur
> y

2, 5 un 11 gadu latu obligaciju pelnas likmes,
2, 5un 11 gadu EUR SWAP likmes

raditaju negativu attistibu un
nenoteiktibu par eiro ievie$anu.
Savukart starpiba starp divu un 11 gadu
obligaciju uzcenojumiem radas tadél,

The large difference between euro
and lat rates is due to the negative
development of macroeconomic
indicators and uncertainty regarding
the introduction of the euro. The

2, 5 and 11 year lat bond yields and ka 11 gadi ir terming, kura investoriem
2,5 and 11 year EUR SWAP rates vajadzétu rekinaties ar sagaidamo

% latu un eiro likmju konvergenci, kas,

g paredzams, atsaksies, tuvojoties

eiro valutas redlajam ievie$anas
terminam, ka ari uzlabojoties
makroekonomiskajiem raditajiem.

difference between two and 11-year
bond spreads is explained by the
fact that 11 years is the term to be
taken into account by investors in
relation to the expected lat and euro
rate convergence, which is likely to
restart at the approach of the real
euro introduction date and with the
improvement of macroeconomic
indicators.
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6,0

55

5,0
45 Kopuma no vértspapiru emisijam
2008.gada iek3éja finangu tirga
piesaistito resursu apjoms palielinajies
30 Sy par 904,5 milj. latu.

o Papildu likviditates nodrosinasanai
mmsmm  5G EUR SWAP likme A 5G vid. svérta sakotn. tika izmantOtaS ari kIIEdit]jnlj S, attraCted by domeStiC Security 1.ssues

5Y EUR SWAP rate izviet. pelnas aiznémumi no kreditiestadém iek3éja in 2008 increased by 904.5 million
Yield on 5Y Treasury bonds tirgl_l_ ]_ats

To ensure additional liquidity,
credit lines and loans from credit
institutions in the domestic market
will be used.
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mmsmm  2G EUR SWAP likme A 2G vid. svérta sakotn.
2Y EUR SWAP rate izviet. pelnas
Yield on 2Y Treasury bonds .. v — . —.
Loti ierobeZotas iespéjas resursu
memmm  11G EUR SWAP likme A 11G vid. sverta sakotn. o o nesa o = =s= v . _
11Y EUR SWAP rate izviet. pelnas plesalstlsanal areja finansu tlrgu
Yield on 11Y Treasury bonds . AP & o
noteica to, ka butiski pieauga iek3éeja
parada ipatsvars kopéja parada
struktura. Istermina iek3éjais parads
palielinajas no 6% 2007. gada beigas
lidz 38% 2008. gada beigas. Savukart
ilgtermina iek$éjais parads samazinajas,
ko var skaidrot ar nakotnes prognozu
nenoteiktibu situacijai finansu tirga.

Avots: Bloomberg, Valsts kase
R The very limited options of attracting
resources in the external financial
market led to an increased proportion
of domestic debt in the total debt
structure. Short-term domestic
debt increased from 6% at the end
of 2007 to 38% at the end of 2008.
Meanwhile, long-term domestic debt
decreased, which can be attributed to
the uncertainty of future prospects in
the financial market.

Centralas valdibas paradu veidojosie
aiznémuma instrumenti 2008.gada beigas, %

Central government debt outstanding by
instruments at the end of 2008, %

36 26 21 9 55

- Valsts iekséja
aiznémuma paradzimes

Domestic T-bills

Emitétas eiroobligacijas un sanemts
aiznémums no EIB.

dgtermina cigicas Aréja parada ipatsvars gada sakuma

T-bonds butiski palielinajas, veicot EUR

Valsts iekséja aiznemuma

| Iihisotetraaunll Gt v 400 milj. eiroobligaciju emisiju, bet I 4 Eurobond d ived
Long loans fre D Sti l _ P~ _
= e R novembri samazinajas no 69% (marta) o g e receive
o Sl S - 530t of g oan from .

T Wi i lidz 44%, dzesot eiroobligacijas

The percentage of external debt
increased early in the year with the
issue of EUR 400 million Eurobonds,
but dropped from 69% (in March)

to 44% in November when EUR 200
million Eurobonds were redeemed.
The share of external debt at the end

Short term loans from
financial institutions

EUR 200 milj. apméra. Aréja parada
ipatsvars gada beigas bija 48%.
Salidzinot ar iepriek$éjam eiroobligaciju
emisijam, 2008. gada investoru
strukturas sadalijuma ievérojamu

parsvaru veidoja bankas — 89%

Avots: Valsts kase
Source: The Treasury



(apdrosinaganas sabiedribas — 8% un
fondi - 3%). 2004. gada eiroobligaciju
emisija no kopéja investoru

ipatsvara bankas veidoja tikai 57%.
Apdroginasanas fondu ipatsvars

ir samazinajies no 71% 1999.gada
lidz 3% 2008. gada, lidzigi ka paréjo
investoru ipatsvars.

Eiroobligaciju uzcenojums tika fikséts
120 b.p. virs atbilsto$a termina

EUR SWAP likmes, kas vértéjams

ka labs raditajs, nemot véra Latvijas
makroekonomiskos raditajus. Turklat
emisijas uzcenojums bija vairdk neka
divas reizes zemaks par atbilstosa
termina Latvijas CDS uzcenojuma
limeni (lidz pat 250 b.p.)

2008. gada 30. oktobri tika
parakstits ligums ar EIB par EUR 500
miljonu aizdevuma ligumu Latvijai.
24 .novembri atbilstosi iepriekséjam
sarunam ar EIB parstavjiem

un kredita izmaksas proceduru

tika nodro$inats pirmais avansa
maksajums EUR 150 milj. apmeéra.
2008. gada tika uzsakts darbs

pie Samurai obligaciju emisijas
organizéSanas Japanas tirgu,

tomeér, strauji mainoties situacijai
starptautiskajos finansu tirgos
(2008. gada 15. septembri pasaules
tirgu satricindja ASV ceturtas lielakas
investiciju bankas Lehman Brothers
bankrots, Islandes banku bankrots,
tai skaita ari Japanas tirga), kas
neatgriezeniski ietekméja vietéjo
Japanas investoru attieksmi pret
jauniem ieguldijumiem nerezidentu
emitétos vértspapiros. Lidz ar to
Samurai obligaciju emisija tika atlikta.

Aiznémums no Eiropas Komisijas,
SVF un citu valstu valdibam
Sakara ar 2008. gada 8. novembri
pienemto valdibas lémumu par
atbalsta snieg$anu Latvijas finansu

of year was 48%.

In comparison to previous Eurobond
issues, in 2008, the predominant
position in the investor structure
belonged to the banks — 89%
(insurance companies — 8% and funds
- 3%). In 2004, only 57% of the total
amount of investors in Eurobond
issuance was represented by the
banks. The percentage of insurance
funds has decreased from 71% in
1999 to 3% in 2008, just like the
percentage of other investors.

Eurobond yield was fixed at 120 b.p.
above the EUR SWAP rate of the
corresponding maturity, which is a
good indicator, taking into account
Latvia’s macroeconomic indicators.
Furthermore, the issue spread was
less than a half of the Latvian CDS
level for the corresponding term (up
to 250 b.p.).

On 30 October 2008, an agreement
was concluded with the EIB on a
EUR 500 million loan to Latvia.

The first advance payment of EUR
150 million was effected on 24
November pursuant to talks with EIB
representatives and credit payment
procedure.

2008 also saw the commencement
of work on the issuance of Samurai
bonds in the Japanese market;
however, the situation in global
financial markets changed rapidly
(on 15 September the global market,
including Japan, was shocked by the
bankruptcy of the fourth largest US
investment bank Lehman Brothers
and the bankruptcy of Iceland’s
banks), which irreversibly changed
the attitude of Japanese investors
to new investments in securities
issued by non-residents. Because of
this, the issue of Samurai bonds was

Valsts vértspapiru sakotneéjas tirdzniecibas aktivitate konkuréjosas daudzcenu izsolés

Primary trading activity for government securities at competitive multi-price auctions
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Loans by international financial
institutions are going to serve as
the key financing for 2009-2011.
Issuance of government domestic
securities is planned.

To ensure liquidity, it is possible
to conclude agreements on
guaranteed credit lines.

2008.gada emitéto eiroobligaciju investoru
tipi sakotnéja izvietosana, %

Distribution by type of investors in primary
placement of eurobonds in 2008, %

Fondi
Funds

Apdrosinasana
Insurance

Avots: Valsts kase

Source: The Treasury

2004.gada emitéto eiroobligaciju investoru tipi
sakotnéja izvietosana, %

Distribution by type of investor in primary
placement of eurobonds in 2004, %

57
[

Bankas
Banks

26 11 6

Fondi
Funds

Pensiju fondi
Pension funds

Apdrosinasana

1 12men/12month 27
2 12men/12month 28
3 5gadu/5year
4 1Tgadu/ilyear 30
5 6men/6month 31
6 12men./ 12 month 32
7 5gadu/5 year 33
8  11gadu/11year
9 6men/6month 35
10 12men/12month 36
11 5gadu/5year 37
12 1lgadu/1lyear 38
13 6mén/6month 39
14 12 men./ 12 month
15 S gadu/5 year

16 1lgadu/1lyear 42
17 12meén/12month 43
18 12men/12month
19 5gadu/5year 45
20 1lgadu/llyear 46
21 12 meén./ 12 month
22 12men/12 month
23 5 gadu/5 year 49
24 1lgadu/1lyear 50
25 12meén/12month 51
26 12mén/12 month

Insurance

Avots: Valsts kase
Source: The Treasury

Pardotais apjoms (uz kreisas ass)
Amount sold (on the left)

Piedavajuma seguma proporcija (uz labas ass)
Bid-cover ratio (on the right)

5 gadw/5 year

11 gadu/ 11 year
9 6 mén./ 6 month
12 men./ 12 month
5 gadw/ 5 year

11 gadu/ 11 year

6 men./ 6 month
34 12men/12month
5 gadu/5 year

11 gadu/ 11 year

6 men./ 6 month
12 men./ 12 month
6 men./ 6 mont

12 mén./ 12 month
6men./ 6 month
12 mén,/ 12 month
6 mén./ 6 month
12 men./ 12 month
6 men./ 6 month
12 mén./ 12 month
6 mén./ 6 month
12 men./ 12 month
gmen./3month
6men./ 6 mont

12 mén./ 12 month Avots: Valsts kase

Source: The Treasury
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Eiroobligaciju emisija sasniegtais raditajs un
Latvijas 10 gadu CDS un otrreizéjas
tirdzniecibas raditaji

Eurobond 2018 spread and Latvia's 10-year
CDS and secondary trading rates

b.p.
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Sasniegtais raditajs
Achieved result

memmm  Etalons
Benchmark

mmmmm Uzcenojums otrreizéja tirga
(2014.g. lidz 29.feb, péc tam 2018.g.)
Secondary market spread (2014 Eurobonds
till 29.02.2008., 2018 Eurobonds afterwards)

Avots: Bloomberg, Valsts kase
Source: Bloomberg, The Treasury

Centralas valdibas parads 2004.-2008.g.

Central government debt outstanding
2004-2008

miljoni LVL / million LVL
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- Centralas valdibas parads
Central government debt
m@=  Centrilas valdibas parads (% no IKP)
Central government debt (% of GDP)
Avots: Valsts kase
Source: The Treasury

sektora stabilizacijai, papildu finanu
lidzekli bija nepieciesami AS “Parex
banka” likviditates nodro$inasanai,
kas butiski samazinaja Valsts kases
likviditates rezerves poziciju. Ari

valsts budzeta faktiska izpilde, strauji
sarukot ekonomikas izaugsmes
tempiem, potenciali liek rékinaties ar
lielakas finansé3anas nepieciesamibas
scenariju 2009. gadam. Lidz ar to,

lai nodro$inatu finansu resursu
pieejamibu potenciali lielaka apjoma,
tika pienemts lémums par sarunu
uzsaksanu ar Eiropas Komisiju un SVE,
ka ari citu valstu valdibam par Latvijai
nepiecie$amo atbalstu, lai stabilizétu
makroekonomisko un finansu situaciju
valstl.

2008. gada 19. decembri SVF misija ar
Latvijas valdibu panaca vieno$anos par
to, ka SVF, Eiropas Komisija, Pasaules
Banka, Eiropas Rekonstrukcijas

un attistibas banka un vairakas ES
dalibvalstis pieskirs Latvijai finansialu
atbalstu 7.5 miljardu eiro apméra.
Tostarp SVF aizdevums bus 1,7
miljardu eiro apméra, Eiropas Komisijas
- 3,1 miljardu eiro, bet Pasaules Bankas
- 400 miljonu eiro apmeéra. Aizdevumu
lidz 1,8 miljardiem eiro Latvijai sniegs
Zviedrija, Danija, Somija un Norvégija.
Sim atbalstam pievienosies ari citas

ES valstis - Cehija, Polija un Igaunija,
katra valsts sniedzot aizdevumu 100
miljonu eiro apmeéra. Paredzams, ka
Eiropas Rekonstrukcijas un attistibas
banka nodrosinas aizdevumu lidz 200
miljoniem eiro (140 miljoniem latu).
2008. gada 29. decembri Valsts kases
konta ir sanemta pirma SVF aizdevuma
dala 589.57 miljoni eiro apméra.

Kopuma 2008. gada centralas valdibas
parads ir palielinajies par 1,6 miljardiem
latu un saskana ar operativajiem datiem
2008. gada 31. decembri veidoja 2,6
miljardus latu nominalveértiba jeb
17,3% no IKP.

Lai noteiktu kopéjo finansésanas
nepiecieamibu 2009. - 2011. gadam,
izveértetu likviditates un finansu

tirgu riskus un izvélétos valsts

budZeta izpildes finansé$anai, valsts
aizdevumu izsnieg$anai un valsts
parada parfinansésanai vidéja termina
piemérotakos finangu instrumentus,
paredzéts izstradat resursu parvaldibas
planu.

postponed.

Financial support from
European Commission, IMF and
governments of other countries
As aresult of the government
decision taken on 8 November,

2008 concerning the support for
stabilisation of Latvia’s financial
sector, additional funding was
required to ensure the liquidity of
JSC Parex Banka, which significantly
reduced the liquidity reserve of the
Treasury. With the economic growth
rate dropping rapidly, the factual
performance of the state budget
also requires the consideration

of a scenario of larger financing
requirement for 2009. Therefore, to
ensure larger availability of resources,
a decision was taken to commence
talks with the European Commission
and IME, as well as governments of
other countries, regarding providing
support to Latvia to stabilise the
macroeconomic and financial
situation in the country.

On 19th of December the IMF
mission made an agreement with the
government of Latvia on receipt of
financial support from IME European
Commission, World Bank, European
Reconstruction and Development
Bank and several EU member states
in total amount of 7.5 million EUR.
The loan from IMF will be in amount
of 1.7 billion EUR, from European
Commission — 3.1 billion EUR, from
the World Bank - 400 million EUR.
The loan till 1.8 billion EUR will be
granted from Sweden, Denmark,
Finland and Norway together. The
financial support will include also
Czech Republic, Poland and Estonia
with 100 million EUR contribution
from each. Loan till 200 million
EUR is expected from European
Reconstruction and Development
Bank.

On 29th of December the Treasury
received the first tranche from IMF in
amount of 589.57 million EUR.
According to operative data of the
Treasury central government debt
in 2008 increased by 1.6 billion lats
in total and at the end of 2008 it
reached 2.6 billion lats (in nominal
value) that is 17.3% of GDP.

To determine the total financing
requirement for 2009 - 2011, to
assess liquidity and financial market
risks and issuance of state loans and
refinancing the government debt

in the medium term, it is planned

to develop plan for resources
management.



Parada portfela vadiba
Debt Portfolio Management

Precizéti duration un fikséto likmju
ipatsvara raditaji

Parvertéjot parada strukturas raditajus
2008. gada pavasari, tika pienemts
léemums palielinat Latvijas valsts parada
vadibas stratégija noteikto duration
raditaju no 3,25 (pielaujama novirze

+/- 0,25) gadiem uz 3,35 (pielaujama
novirze +/- 0,35) gadiem. Lémuma
pienemsana tika izmantoti ari procentu
likmju un parada apkalpo8anas
maksajumu simulaciju modela Cost-at-
Risk rezultati. Tobrid eiro pelnas likne
bija inversa, tadél mainigo procentu
likmju ipatsvara palielinasana portfels,
sléedzot procentu likmju mijmainas
darijumus, nedotu vélamo rezultatu
parada apkalpo$anas izmaksu un

riska sabalansé$anas zina. Savukart
duration raditaja koridora paplaginagana
nodro$ina iespéju nepieciesamibas
gadijuma uzturét parada portfeli ar
lielaku fikséto likmju ipatsvaru.

Lidziga iemesla dé] tika aktualizéts ari
fikséto likmju ipatsvara raditajs parada
portfeli, atcelot ta augséjo robezu (70%)
un tadejadi nodrosinot elastigaku pie-
eju parada procentu likmju strukturas
vadibai nakotne.

Lai realizétu Latvijas Valsts parada
vadibas stratégiju un ievérotu taja
noteiktos stratégijas uzstadijumus,
izmantoti atvasinatie finansu instru-
menti. Procentu likmju vidéja svérta
fikséta perioda (duration) raditaja un
fikséto likmju parada ipatsvara raditaja
ievérosanai slégti procentu likmju mij-
mainas darijumi.

Tomeér, nemot véra saspringto kredita
uzticibas situaciju pasaules finansu
tirgos, ka ari Latvijas valsts reitinga

> Pirmie maksajumi

Pirmas naudas summas Valsts kasé iendakusas ka pabalsts

no Vacijas Valsts komisara Vininga - tris ¢eki, katrs ap

200 000 ostrublu vértiba. Pirma iek§zemes iemaksa — no

studenta Dukata — dazi tukstosi rublu. Pirmais nodoklis
sanemts no Rutenberga Tabakas fabrikas — 525 ostrubli.
Pirmie zelta un valitas “iepladumi”: kada lauku sievina
ziedojusi divus pieciniekus un kadi anglu (kara) kugu
virsnieki iemainijusi cara naudu pret piecam vai se$am

anglu marcinam. Pirmo izmaksu sanémis Jazeps Grosvalds

- 300 rublu”, atceras V.Miesina znots Georgs Lielbriedis.

Reviewed Duration and Optimum
Share of Fixed Rate in the
Portfolio Parameters

After revaluation of debt structure
indicators in the spring of 2008, it
was decided to increase the duration
parameter set in Latvia’s Debt
Management Strategy from 3.25
(permitted deviation + 0.25) years
to 3.35 (permitted deviation + 0.35)
years. The decision was also based on
the results of the interest rate and
debt servicing cost simulation Cost-
at-Risk model. At that moment, the
euro yield curve was inverted. Thus
the increase of floating interest rate
share in the portfolio with interest
rate swap transactions would not
provide the desired result in terms
of debt servicing costs and risk
balancing. Meanwhile, the extension
of the duration parameter corridor
allows a debt portfolio with a larger
percentage of fixed rates to be
maintained, if necessary.

For similar reasons, the parameter
of the optimum share of fixed rates
in the debt portfolio was updated
and its top margin (70%) removed,
which ensures a more flexible

future approach to the interest rate
structure management.

To implement Latvia’s debt
management strategy and to observe
its strategic parameters, derived
financial instruments - interest rate
swap transactions — were used. The
transactions were concluded to meet
the duration and fixed-rate debt
parameters.

> First Payments

“The first money was received from Germany’s State
Commissary Winnig in the form of a contribution - three
cheques, each worth around 200,000 ostroubles. The first

domestic payment came from a student named Dukats - a

few thousand roubles. The first tax payment was received
from Rutenbergs’ Tobacco Factory — 525 ostroubles.

The first gold and foreign currencies: a woman from the
countryside donated two ‘fivers’ and some British Royal
Navy officers exchanged Tsar money for five or six British
pounds. The first disbursement — 300 roubles — was
effected to Jazeps Grosvalds.”

- From the memoirs of Georgs Lielbriedis, son-in-law to
Voldemars Miesins.
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For the assessment of derivative
financial instruments and
interest rates in financial risk
management, the Treasury uses
such methods as Delta and CIR
(Cox, Ingersoll, and Ross model).
In 2008, for the needs of CaR
(Cost-at-Risk), the range of
interest rate simulation models
was supplemented by the Nelson-
Siegel model, which will help
estimate the forthcoming debt
interest payments with greater
accuracy, taking into consideration
improved interest rate simulation
options.

Expansion of debt management
financial risk limitation tools
included the completion of
technical solutions for application
of option transactions in the
future.

* Ja pusgada laika Valsts kases rikotajas
valsts iek$éja aiznémuma vidéja un
ilgtermina vértspapiru sikotnéjas
izvieto$anas izsolés piedavato vidéjo
svérto ienesiguma likmju uzcenojums ir
mazaks par 100 b.p. virs aiznemsanas
iespéju EUR valata limena, minimalais
latu parada ipatsvars ne vélak ka viena
gada laika ir janodrogina vismaz 35%
limeni.

* if the weighted average yield of
medium-term and long-term government
domestic securities offered at the
auctions held by the Treasury during

half a year is less than 100 b.p. above
borrowing opportunity level in EUR,
minimum share of the lats debt has to

be ensured at least at 35% level not later
than in one year’s time;

samazinajumu sériju, atvasinato
finangu instrumentu darijjumu slég-
$anas iespéjas gada pédéja ceturksni
kluva ierobeZotas. Lidz ar to 2008.
gada novembri un decembri pienemts
léemums par islaicigu atkapju pielaidi
no noteikto fikséto likmju ipatsvara
minimala raditaja un procentu likmju
vidéja sveérta fikséta perioda radita-
ja (duration) apakséjas robezas, lai
saglabatu darijumu partneru loku,

ar kuriem slégt darijumus, rodoties
lielakam novirzéem.

Apgrutinatas aiznems$anas iespéjas
starptautiskajos finansu tirgos,
ierobeZota finansu tirgus likviditate,
ka ari veiktie iek§éjas ekonomikas

un finansu sektora atbalsta
nodroginasanas pasikumi 2008. gada
4. ceturksni radija nepiecie$amibu
strauji palielinat iek$éjas aiznems$anas
istermina vértspapiru emisijas
apjomus. Tadéjadi tika parsniegti
noteiktie parada struktaras atmaksas
profila, duration un fikséto likmju
ipatsvara parada portfeli raditaji.
Ievérojot pieaugosas 2009. gada
budZeta deficita prognozes, lai
ierobezotu valsts budZeta izdevumu
finansésanas risku un radusos valsts
parada parfinansésanas risku 2009.
gada, valdiba pienéma léemumu

par sarunu uzsak$anu ar Eiropas
Komisiju, SVF un arvalstim par
aiznem$anas iespéju nodrosinasanu.
Aiznémumi no SVE, Eiropas Komisijas
un arvalstim ievérojami ietekmeé
valsts parada portfela struktaru.
Minéto aiznémumu adekvati procentu
likmju sadalijuma un atmaksas
perioda nosacijumi laus pilniba
kompensét radugas atkapes no Valsts
parada vadibas stratégija noteiktajiem
raditdjiem lidz 2009.gada vidum.
Turklat, ja finan$u tirga jau atrak

However, opportunities to use
derivatives became limited in the
last quarter of the year because

of the tense credit confidence
situation across the world’s financial
markets and the sequence of
Latvia’s creditrating downgrades.

As a result, decision was taken to
permit temporary deviations from
the minimum of the fixed rate
percentage parameter and the lower
margin of the duration in November
and December 2008, to maintain
the range of partners with whom

to conclude transaction, if larger
deviations arise.

The borrowing difficulties in
international financial markets, the
limited financial market liquidity and
the measures of support for domestic
economy and the financial sector
carried out in the fourth quarter of
2008 created the necessity to quickly
increase the amount of short-term
domestic borrowing securities issued.
Accordingly, the set debt structure
redemption profile, duration and
share of fixed rate debt in the
portfolio indicators were exceeded.
Taking into account the projected
growth of the estimated budget
deficit for 2009, the government
decided to commence talks with

the European Commission, IMF

and other countries concerning a
potential loan to limit the risk of
state budget spending financing and
the risk of central government debt
refinancing in 2009.

Loans from IMF, the European
Commission and other countries
significantly affect the structure

of the central government debt
portfolio. Adequate conditions of
interest rate distribution and the

Raditaji TR Faktiskie parada strukturas raditaji Faktiskie parada strukturas raditaji | Stratégija noteiktie parada strukturas
31.12.2007 30.12.2008 raditaji
Parameters as of Parameters as of Strategy
31.12.2007 30.12.2008 ©
Latu parada The share of the
ipatsvars lats debt in the 37% 40% >=25%
portfolio
Dzéganas profils ~ Maturity profile <1gadu/year < 3 gadiem/year < 1gadu/year < 3 gadiem/years < 1 gadu/year < 3 gadiem/years
22% 30% 38,8% 52,0% <25% < 50%
Fikséto likmju Optimum share of
ipatsvars fixed rate in the 60,2% 40,2% >=60%
portfolio
Vidéjais svertais Duration (years)
fiksétais periods 338 239 3,35 (+/-) 0,35)
gados
Valatu Foreign currency
ey S omag
irajam valitu ¢
paré o 99,8% 99,7% 100% (+/- 5%)




atjaunosies iespéjas Latvijas valstij sléegt
procentu likmju mijmainas darijumus,
portfela struktara varétu tikt sakartota
atbilstosi stratégijai jau atraka laika
posma.

2008. gada tika veikti valutu spot
darijumi un decembra beigas péc

SVF aizdevuma pirmas izmaksas eiro
valata XDR 535,344 milj. ekvivalenta
apmeéra sanems3anas tika noslégts
valatu forward darijums, lai nakamaja
gada atbilstosi sagaidamajam naudas
plasmam ievérotu tira parada portfela
raditaju tuvu nullei. Lidz ar to valatu
atklata pozicija (valatu tira parada
nobide no eiro etalona) svarstijas
robezas no -0,91% lidz +0,5%.

Ta ka 2008. gada 1. - 3. ceturksni
eirozona bija novérojama procentu
likmju limena palielindjuma tendence,
noslégto procentu likmju mijmainas
darijumu tirgus vértiba $aja perioda
samazinajas. Tomeér, ievérojot pasaules
ekonomiskas izaugsmes tempu
samazinaganos un valstu centralo
banku veiktos pasdkumus finangu

un ekonomikas sektoru atbalstam

un stimulé$anai, prognozéjams, ka
noslégto procentu likmju mijmainas
darijumu tirgus vértiba, atjaunojoties
finansu tirgus kredita uzticibai,
palielinasies.

Parada portfela vadibas mérkis ir
nodroginaties pret parada apkalposanas
izdevumu nesamérigu pieaugumu
videja laika perioda procentu likmju
butiskas palielina$anas gadijuma.
Procentu likmju mijmainas darjjumu
slégsana kops to pielietosanas
uzsaksanas 2004. gada vidéja termina
ir lavusi samazinat parada procentu
maksajumus par 0,713 milj. latu.

repayment period of these loans
will allow the deviations from the
indicators stipulated by the debt
management strategy to be entirely
compensated till the middle of 2009.
Moreover, if the opportunities for
Latvia in the financial market to
conclude swap transactions returns,
the structure of debt portfolio could
be arranged in smaller amount of
time.

2008 saw the performance of
currency spot transactions and after
the reception of first tranche from
IMEF in amount of 535.344 XDR in
EUR currency at the end of December
EX forward transaction was made

to maintain the net debt portfolio
indicator near zero according to the
estimated cash flows in the next year.
Thus, the open position of currencies
(the deviation of net debt of
currencies from the euro benchmark)
was in the range from -0.91% to
+0.5%.

Since in the first three quarters

of 2008, the interest rates in the
eurozone tended to increase, the
market value of concluded interest
rate swap transactions reduced in
this period. However, considering the
recession of global economic growth
and the measures implemented by
national central banks for support
and stimulation of financial and
economic sectors, it can be estimated
that, as the financial market credit
confidence is restored, the market
value of concluded interest rate swap
transactions will grow.

The task of debt portfolio
management is to secure against a
disproportionate increase of debt
servicing costs in the medium term in
the event of a significant interest rate
increase. Since their implementation
in 2004, medium-term interest rate
swap transactions have helped reduce
debt interest payments by 0.713
million lats.
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Valutu atklata pozicija 2008.gada

Currency open position in 2008
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Valutu atklata pozicija 2008.gads
Net currency open position
Stratégija noteikta tira valutu parada valatu
sadalijuma pielayjama novirze (5%)
Strategic allowed deviance (+5%)
sadalijuma pielaujama novirze (-5%)
Strategic allowed deviance (-5%)
Avots: Valsts kase
Source: The Treasury
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Valsts kases parvalditais vértspapiru portfelis
sadalijuma pa valstim 2008.gada, %

Breakdown by Country of the Security
Portfolio Managed by the Treasury in 2008, %

55,64 18,55 12,36 10,98 J
2,47

Trija Spanija Vacija
., N T

Spain
Kina Ttalija
China - Ttaly

Avots: Valsts kase
Source: The Treasury

Karlis Vanags — Valsts kases parvaldnieks,
Valsts kases departamenta direktors no
1919. lidz 1922. gadam

Karlis Vanags - the Treasurer, Director
of the Treasury Department from 1919
until 1922

v

Naudas lidzeklu un likviditates vadiba
Cash and Liquidity Management

Veértspapiru iegade izmantota uz
laiku brivo lidzeklu vadiba

2008. gada Valsts kase turpinaja izvietot
uz laiku brivos lidzeklus depozitos
vietéjas un arvalstu komercbankas,

ka ari praktiski istenoja 2007. gada
izstradato Naudas lidzeklu vadibas
stratégiju un iegadajas vairaku emitentu
fiksétas likmes parada vértspapirus,
izmantojot uz laiku brivos lidzeklus
galvenokart no 2008. gada eiroobligaciju
emisijas. Darfjumi tika veikti, nosakot,
ka $o véertspapiru ienesiguma likmei lidz
dzésanai jabut augstakai par atbilstosa
termina EURIBOR likmi “minus” 15 b.p.
(kas atbilst vidéjam likmju limenim,
veicot terminnoguldijumus), ka ari janem
véra vértspapiru veids, emitenta valsts
un minimali pielaujamais kreditreitings.
Atgkiriba no depozitiem vértspapiri
nodros$ina papildu naudas lidzeklu
likviditati.

2008. gada oktobri Latvijas Republikas
CDS limeni butiski palielinajas, tadel
2001. gada emitétajam Latvijas
Republikas eiroobligicijam lidz dzésanai
palielinajas ienesigums. Ta ka oktobra
beigas eiroobligacijas sasniedza cenu,
kas nodrosinaja lielaku ienesigumu neka
depozitu likmes, Valsts kase atpirka
eiroobligacijas EUR 27 miljonu apjoma
péc nominalveértibas. Eiroobligaciju
atpirk$ana finansu tirgus investoriem

ir apliecinajums Latvijas Republikas
maksatspéjai kartéjam parada saistibam.

Naudas lidzeklu vadibas stratégijas
izpilde

Turpinot aizsakto darbu tirgojama
vértspapiru portfela ievie§anai naudas
lidzeklu vadiba, 2008. gada pienemta
VaR (Value-at-Risk) limitu noteik$anas
metodologija un izstradata $o limitu

Purchase of Securities Used for
Management of Temporarily Free
Budget Resources

In 2008, the Treasury continued to
deposit temporarily free budget re-
sources in local and foreign commer-
cial banks and implemented the Cash
Management Strategy developed in
2007 and purchased fixed-rate securi-
ties issued by several issuers using
temporarily available assets, mainly
from the issue of the 2008 Eurobond.
Transactions were carried out under
the condition that the yield rate of
these securities before maturity must
be higher than the EURIBOR rate of
the corresponding maturity minus

15 b.p. (which is the average rate for
term deposits) and that the type of
securities, issuing country and the
minimum credit rating must be taken
into account. Unlike deposits, securi-
ties provide additional cash liquidity.
In October 2008, the CDS level of the
Republic of Latvia increased signifi-
cantly, which increased the profit-
ability of Eurobonds of the Republic
of Latvia issued in 2001. As in late
October the price of Eurobonds
reached a level that guaranteed a
higher profit than deposit rates, the
Treasury bought back EUR 27 million
Eurobonds at par value. Buying back
Eurobonds demonstrates to financial
market investors that the Republic
of Latvia is capable of paying current
liabilities.

Performance of the Cash Manage-
ment Strategy

The work on implementation of the
tradable securities portfolio in cash
management continued in 2008, the
VaR (Value-at-Risk) limit assessment
methodology was approved and a
system of internal determination and

1922. gada 1. aprili Valsts kases departaments likvidéts un ta funkcijas nodotas
Valsts Kraj- un Kreditbankai, uz kuras bazes, parnemot tas aktivus un pasivus,
1922. gada 1. novembri izveidota Latvijas Banka.

1922. gada 1. decembri Finansu ministrijas Kredita departamenta sastava izveidota
Valsts kases departamenta valsts gramatvedibas un valsts budZeta nodala.
1927. gada 1. februari Finandu ministrijas Kredita departaments likvidéts un ta
funkcijas nodotas Valsts saimniecibas departamentam. Si departamenta Valsts
budzeta nodalas parzina atradas Valsts gramatvediba un Valsts kase.

Laika posma no 1927. - 1928. gadam budZeta kases funkciju izpildi veic bankas, bet
no 1928. - 1992. gadam - centrala banka.



iek$éjas noteik$anas un parraudzi$anas
sistéma. VaR modelis lauj ierobeZot
tirgojama vértspapiru portfela tirgus

monitoring of such limits was devel-
oped. The VaR model allows the risk
of tradable securities portfolio price

Valsts kases parvalditais vértspapiru portfelis
sadalijuma pa sektoriem 2008. gada, %

Breakdown by Sector of the Security
Portfolio Managed by the Treasury in 2008, %

cenu svarstibu risku. Savukart pats
tirgojamais vértspapiru portfelis sniedz
iespéju iegadaties vértspapirus no
daudz gardka emitentu saraksta, jo
pérkamo vértspapiru atmaksas termini
vairs nav jasaskano ar valsts budzeta
naudas plasmam. Tadéjadi ir ari
lielakas iespéjas ieguldijumus parvirzit
no depozitiem komercbankas uz
ieguldijumiem augsta reitinga valdibu
vértspapiros. Minétas prieksrocibas lauj
uzlabot naudas lidzeklu ieguldi$anas
efektivitati un samazinat kopéjo
ieguldijumu portfela kreditrisku.

Tacu, nemot véra tirgus situaciju,
Valsts kase pienémusi léemumu apturét
tirdzniecibas portfela ievieSanu.

Jauni darijumu partneri

2008. gada paplasinajas Valsts kases
darijumu partneru loks, piesaistot
gan vietéjas, gan arvalstu institucijas.
Sadarbibas partneru skaitu butiski
palielindja budzeta iestades, kas
nogulda naudas lidzeklus Valsts kasé.
Ipasa uzmaniba pievérsta lielajam
sadarbibas partnerim — VSAA,
paplasinot piedavajumu dazadam
lidzeklu ieguldisanas alternativam.
Valsts kase 2008. gada noguldito
depozitu apjoms salidzinot ar
2007.gadu palielinajies 2,5 reizes,
pieaugot tiesi VSAA terminnoguldijuma
lidzeklu apjomam.

Uzsakta ari aktiva sadarbiba ar
pasvaldibam, piesaistot to resursus
terminnoguldijumos Valsts kase.
2008. gada no pasvaldibam depozitos
pienemti naudas lidzekli LVL 4,1 milj.
apmera.

Lai istenotu 2007. gada izstradato
Naudas lidzeklu vadibas stratégiju,
noslégti jauni vértspapiru tirdzniecibas
ligumi ar vairakam arvalstu un vietéjam
komercbankam, ka ari daZi ISDA un
naudas tirgus darijumu ligumi.

fluctuations to be limited. Meanwhile,
the tradable securities portfolio itself
allows securities from a broader list
of issuers to be purchased, as the
repayment dates of the securities
purchased no longer need to be coor-
dinated with state budget cash flows.
Thus, there are more opportunities to
transfer investments from deposits
in commercial banks to high-ranking
government securities. These advan-
tages help improve the efficiency of
cash investments and reduce the total
risk of the investment portfolio.
However, taking into account the
market situation, the Treasury has
decided to postpone the implementa-
tion of the tradable portfolio.

New Counterparties

The range of the Treasury’s counter-
parties was enlarged in 2008 and new
local and foreign institutions were
involved. The number of cooperation
partners was significantly increased
with budget entities that deposit
funds in the Treasury. Particular at-
tention was paid to the large coopera-
tion partner — the SSIA, and more
alternatives for investments were
offered. The amount of deposits in the
Treasury in 2008 has grown 2.5 times
compared to 2007, due to the growth
of the SSIA’s term deposits.

Active cooperation with local govern-
ments was started to attract their
resources into term deposits in the
Treasury. In 2008, the local govern-
ments deposited 4.1 million lats in
cash.

To implement the Cash Manage-
ment Strategy developed in 2007,
new securities trade agreements were
concluded with several foreign and
domestic commercial banks; several
ISDA and monetary market transac-
tion agreements were also concluded.

On 1 April 1922, the Treasury Department was dissolved and its functions
transferred to the State Savings and Credit Bank, the assets and liabilities of which

formed the basis of the Bank of Latvia on 1 November 1922.

The State Accounting and State Budget Section of the Treasury Department was
formed on 1 December 1922 under the Ministry of Finance Credit Department.
On 1 February 1927, the Ministry of Finance Credit Department was dissolved
and its functions transferred to the Department of State Economy. The State
Accountancy and the Treasury were supervised by the State Budget Section of this

department.

From 1927 until 1928 the budget treasury functions are carried out by banks and,

from 1928 until 1992, by the central bank.

74,18 13,45 12,36

Pagvaldibas

Minicipalities

Banku sektors Valsts sektors
Banks Public sector

Avots: Valsts kase
Source: The Treasury

Voldemars Miesins (1882 - 1951) - pirmais Valsts kases
prieksnieks

Voldemars Miesins (1882 - 1951) - the first Treasurer

v

19



20

2008.gada izsniegto valsts budzeta aizdevumu
sanéméji, %

State budget loans issued in 2008, disbursed
by recipients, %

89 9 2

Aizdevumi pasvaldibam
Loans to local governments

ES fondu lidzfinanséto projektu un
pasakumu istenoganai

Realization of projects and events co-financed
by EU funds

Aizdevumi kapitalsabiedribam
Loans to capital entities

Avots: Valsts kase
Source: The Treasury

Pagvaldibu parads 2008. gada beigas
Local government debt at the end of 2008
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Pl Yocim institacijam
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Pagvaldibas parads kopa (% no IKP)
Local government outstanding (% of GDP)

Avots: Valsts kase
Source: The Treasury

Lai nodrosinatu kopéja valsts
aizdevumu portfela riska limena
samazinaganos, 2008. gada veikti
grozijumi valsts aizdevumu
izsniegSanu reglamentéjosajos
normativajos aktos: sa§aurinats valsts
aizdevumu sanémeéju loks. Turpmak
valsts aizdevumi tiks izsniegti tikai
pasvaldibam, kapitalsabiedribam,
kuras iegulditas valsts vai pagvaldibu
kapitaldalas, valsts speciala budZeta
un apaksprogrammas “Studéjo$o un
studiju kreditésana” izpilditajiem,
zinatniskajiem institatiem un
augstskolam.

2008. gada, salidzinot ar iepriekséjiem
gadiem, ir palielinajies izsniegto valsts
aizdevumu apmeérs, kas paredzéts
kapitalsabiedribu, kuras iegulditas
pasvaldibu kapitaldalas, ES fondu
lidzfinanséto projektu un pasidkumu
istenoSanai.

Izsniegto valsts aizdevumu apmérs
sadalijuma pa aizdevumu sanémeéjiem
saglabajis iepriekséjo gadu tendences,
t.i., vislielakais valsts aizdevumu
apjoms izsniegts pagvaldibam.
2008.gada pasvaldibas no kopéja
sanemto aizdevumu apjoma (gan no
Valsts kases, gan no cita aizdevéja)
tiesi no Valsts kases sanémusas
aizdevumus 146,6 milj. latu jeb 99%
apmeéra. Pagvaldiba no cita aizdevéja
var sanemt aizdevumu tikai ar finansu
ministra atlauju un ja cita aizdevéja
aizdevuma nosacijumi ir izdevigaki
neka Valsts kases piedavatie.

2008. gada pasvaldibam izsniegtie
valsts aizdevumi ES lidzfinanséto
projektu istenosanai sasniedza

13,5 milj. latu apméru jeb 9% no
kopéja valsts aizdevumu apmeéra
pasvaldibam.

2009. gada planotie attistibas
pasakumi valsts aizdevumu joma
2009. gada planots veél veikt izmainas
normativajos aktos, kas reglamenté
valsts aizdevumu izsnieg$anu, strikti
defingjot, kadiem meérkiem var tikt
izmantoti valsts aizdevumi, ka ari
noteikt vél citus ierobezojumus valsts
aizdevumu izsnieg$anas sféra, kas
skar valsts aizdevumu maksimalo
terminu, nodro$inajumu, valsts
aizdevumu atmaksas terminus
atbilstosi izmanto$anas mérkiem u.c.

Valsts budzeta aizdevumi
State Budget Lending

To reduce the overall risk of the state
budget loan portfolio, amendments
to legislation governing the issuance
of state loans were effected in 2008:
i.e., the circle of recipients of state
budget loans was reduced. From now
on, state budget loans will only be
granted to local governments, capital
entities in which government or local
government holds capital shares,
performers of special state budget and
the programme “Student and Study
Crediting”, scientific institutions and
higher educational establishments.
2008 saw an increase in the amount
of issued state budget loans to capital
entities, in which local government
holds shares, for the implementation
of EU co-financed projects and
activities compared to previous years.
The distribution of issued state
budget loans is similar to that of the
previous years, i.e., the majority of
state budget loans have been issued
to local governments. In 2008, the
Treasury accounted for LVL 146.4
million or 99% of the total amount of
loans received by local governments
(from the Treasury and other lenders).
Alocal government can obtain a

loan from another lender only with
permission from the Minister of
Finance and if the loan conditions are
more favourable than those offered
by the Treasury. In 2008, the amount
of loans issued to local governments
for implementation of EU co-financed
projects reached LVL 13.5 million

or 9% of the total amount of state
budget loans to local governments.

Planned Development in State
Budget Lending

The activities planned for 2009
include amendments to legislation
governing the issuance of state budget
loans, in order to define clearly aims
for which state loans can be used,

and introduction of other limitations
concerning the issuance of state
budget loans, including the maximum
duration of a loan, security, terms of
repayment according to intended use,
etc.



Valsts galvojumu izsniegsSana
Issuance of State Guarantees

2008. gada izsniegti valsts galvojumi
par kopéjo summu 30,2 milj. latu.
Valsts galvoto aizdevumu atlikums uz
2008. gada beigam bija 208 milj. latu.
Galvojumi tiek izsniegti, pamatojoties
uz aiznémeéju iesniegtajiem biznesa
planu izvértéjumiem vai ari studiju un
studéjoso kreditésanas programmas
ietvaros valsts galvojumi tiek sniegti
Ministru kabineta noteiktaja kartiba.

Galvojumi ir nodro$inati ar komerckilu,

nekustama ipaguma kilu vai citu
nodro$inajumu.

2009. gada planotie attistibas
pasakumi

2009. gada budZzeta planots sniegt
valsts galvojumus par kopéjo summu
229 milj. latu. No tiem lielaka dala
—49% jeb 112 milj. latu paredzéts AS
,Liepajas Metalurgs”.

2009. gada planots pilnveidot valsts
galvojumu planoganas procesu, veicot
grozijumus normativajos aktos, tajos
paredzot, ka valsts galvotie aizdevumi
var tikt ieklauti gadskartéja valsts
budzeta likuma tikai péc jau izstradata
biznesa plana izvérté$anas gan nozares
ministrija, gan FM (Valsts kaseé),

ka ari definéjot valsts galvojuma ka
valsts atbalsta instrumenta saistibu
ar Valsts investiciju programmu un
valsts atbalsta politiku. Papildus
normativajos aktos planots precizét
normas saistiba ar valsts galvojuma
apmeéru, valsts galvoto aizdevumu
galéjas atmaksas terminu, galvoto
aizdevumu nodro$indjumu, saistibu
izpildes uzraudzibu un valsts galvoto
aizdevumu parkreditésanu.

s valsts kaaes apgrozijums

In 2008, a total of 30.2 million lats in
state loans was issued. State guar-
anteed debt outstanding at the end
of 2008 was 208 million lats. The
guarantees are issued on the basis of
the evaluation of borrowers’ busi-
ness plans or issued according to the
procedure set forth by the Cabinet of
Ministers for the Study and Student
Crediting programme. The guarantees
are secured by commercial pledge,
real estate mortgage or other means
of security.

Planned Development for 2009
The total planned amount of state
guarantees for 2009 is 229 million
lats. The majority of that — 49% or
112 million lats - is intended for JSC
Liepajas Metalurgs.

Plans for 2009 include the improve-
ment of the state guarantee planning
process by including provisions in
legislation, which provide that state-
guaranteed loans can be included in
annual state budget law only after a
business plan has been evaluated in
the respective ministry and in the
MEF (the Treasury) and define compli-
ance of a state guarantee, as a state
support instrument, with the state
investment programme and the state
support programme. In addition to
that, it is planned to adjust the provi-
sions concerning the amount of a
state guarantee, the final repayment
term of a state-guaranteed loan, the
security of the guaranteed loans and
monitoring the fulfilment of obliga-
tions and re-crediting of state-guar-
anteed loans.
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2008.gada izsniegtie galvojumi, %
Guarantees issued in 2008, %

53 47

Izglitiba Sports
. T
Avots: Valsts kase

Source: The Treasury

2009.gada izsniedzamie galvojumi, %
Planned guarantees in 2009, %

49 31 13

- AS , Liepajas metalurgs” - Studiju un studéjoso
LSC Liepajas metalurgs kreditesana
Study and student
crediting

7

Biedriba , Latvijas
Olimpiska komiteja”
Latvian Olympic
Committee

- VAS , Latvijas Hlpoteku
un zemes banka”
State-owned JSC Latvijas
Hipoteku un zemes banka
(Latvian Mortage
and Land Bank)
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Kreditreitings ilgtermina saistibam arvalstu
valata

Latvia's long term foreign currency credit

rating
Fitch
Moody’s Standard&Poors
A2 A
A3 A-
Baal L BBB+
Baa2 BBB
k... BBB-

97 98 99 00 01 02 03 04 05 06 07 08

mmmm  Moody’s Standart&Poor’s
Fitch R&I

Avots: Valsts kase, Fitch Ratings, Moody's
Investors Service, Standard&Poor’s, R&I
Source: The Treasury, Fitch Ratings,
Investors Service, Standard&Poor’s, R&I

body’s

Reitinga notikumi 2008.gada
Rating events in 2008

21. janvaris: S&P
apstiprina reitingu
BBB+ (negativs) limeni
31. janvaris: Fitch maina
nakotnes vértéjumu uz
negativu

January 21, 2008 S&P
affirms rating BBB+
negative

January 31, 2008,
Fitch changes outlook
to negative, rating
confirmed BBB+

23. julijs: Fitch un S&P
apstiprina reitingu
BBB+ limeni ar
negativu nakotnes
vértéjumu

July 23, 2008,
Fitch and S&P affirms
rating BBB+ negative

Latvijas Republikas kreditreitings

Sovereign Rating

2008. gada turpinajas iepriek$éja
gada tendence Latvijas kreditspéjas
novértéjumu samazinat arvien zemaka
limeni. Lai ari lielaka dala lémumu
tika pienemti, balstoties uz istermina
svarstibam gan Latvijas ekonomiskajos
raditajos, gan mainoties situacijai
starptautiskajos finansu tirga un
pieejamibai finan$u resursiem.
Starptautiskas reitingu agenturas

— Moody’s Investors Service (Moody’s),
Fitch Ratings (Fitch) un Standard&Poor’s
(S&P) — 2008. gada pirmajos tris
ceturksnos Latvijas kreditreitingu
ilgtermina saistibam arvalstu valata
saglabaja nemainiga A2/BBB+/BBB+
limeni. Latvijai, planojot aiznémumus
Japanas finansu tirga, ar 2008. gada
1.septembri tiek noteikts ari Japanas
kreditreitinga agentiras R&I reitings,
kas noteikts BBB+ limeni.

Tomer gada pédéjos meénesos,

strauji pasliktinoties likviditates
situacijai starptautiskajos kapitala
tirgos, ka ari nestabilitatei Latvijas
banku sektora, reitingu agenturas
pienémusas vairakus reitinga
samazinajuma léemumus. Ta oktobri
Fitch par vienu pakapi pazeminaja
kreditreitingu visam Baltijas valstim.
Reitingu samazinajumu agentira
skaidroja ar risku, ka globalas un
ipasi Eiropas ekonomiskas un
finansialas vides pasliktinasanas
varétu palielinat izmaksas, kas saistitas
ar makroekonomiskas situacijas
stabilizaciju visas Baltijas valstis, ka
galveno iemeslu minot ievérojamos
valstu teko$o kontu deficitus, kurus
finansé arvalstu bankas. Fitch ari
noradija, ka Baltijas valstis ir starp

1.septembris: R&I
apstiprina reitingu
BBB+ limeni (stabils)
25. septembris:
Moody’s maina
nakotnes vértéjumu
uz negativu

September 1, 2008
R&I assigns rating

3. oktobris: Fitch maina reitingu uz
BBB (negativs nakotnes vértéjums)
27. oktobris: S&P maina reitingu uz
BBB (negativs nakotnes vértéjums)
30. oktobris: R&I maina nakotnes
vértéjumu uz negativu

October 3, 2008 Fitch changes rating
from BBB+ to BBB negative

In 2008, the downward trend of
Latvia’s credit rating that had begun
in the previous year continued. The
majority of decisions were taken on
the basis of short-term variations of
Latvia’s economical indicators and in
the light of the changing situation in
the international financial market and
the availability of financial resources.
In the first three quarters of 2008,
the international rating agen-

cies - Moody’s Investors Service
(Moody’s), Fitch Ratings (Fitch) and
Standard&Poor’s (S&P) — assigned
Latvia an unchanging rating of
A2/BBB+/BBB+. As Latvia was plan-
ning loans in the Japanese financial
market, on 1 September 2008, the
Japanese credit rating agency R&I as-
signed a rating of BBB+.

However, as the liquidity in inter-
national capital markets decreased
rapidly in the last months of the year
and due to instability in Latvia’s bank-
ing sector, rating agencies decided

on lowering the ratings. In October,
Fitch downgraded its credit rating

for all Baltic States by one notch. The
rating agency attributed its decision
to the risk that the deterioration of
the global, and especially European,
economical and financial environment
could increase the costs related to sta-
bilisation of the macroeconomic situa-
tion in all Baltic States, and stated the
notable current account deficit, which
is financed by foreign banks, as the
main reason. Fitch also pointed out
that the Baltic States are among the
ten countries with the largest differ-
ence between bank loans and deposits

7. novembris: Moody’s maina
reitingu uz A3 (negativs
nakotnes vértéjums)

10. un 11. novembris: S&P
un Fitch maina reitingu uz
BBB- (negativs nakotnes
vértéjums)

November 7, 2008 Moody’s
changes rating from A2 to A3

BBB+ stable October 27, 2008 S&P changes (outlook negative)
September 25, 2008 rating from BBB+ to BBB negative November 10 and 11, 2008-
Moody’s changes October 30, 2008 R&I changes rating  S&P and Fitch changes
rating outlook from outlook from stable to negative rating from BBB to BBB-
stable to negative negative

Avots: Valsts kase
Source: The Treasury



desmit valstim ar lielako starpibu starp versus the GDP and the total amount Latvijas un lidzigo Eiropas

banku izsniegtajiem kreditiem un of loans granted by banks. valstu kreditreitingi

noguldijumiem pret IKP un kopéjo banku  In late October, S&P also reduced Latvia’s and its European

izsniegto kreditu apjomu. credit rating for Latvia and Lithuania peer countries’ credit ratings

Oktobra beigas ari S&P samazinaja and, like Fitch, motivated it by the in- ) \

Latvijas un Lietuvas kreditreitingu, fluence of worldwide economical and Moedy’s s&P | Fitch R&I
lidzigi ka Fitch pamatojot to ar pasaules financial events. R&I also announced Bulgarija —— B b |
ekonomisko un finansu notikumu that it has changed the future outlook Bulgaria

ietekmi. Tam sekoja ari R&I pazinojums to negative. Cehijas

par nakotnes vértéjuma mainu uz Soon afterwards, Moody’s, which had Republika| . A as "
negativu. maintained the rating for Latvia at Czech

Driz ari Moody’s, kura piegkirtais the A2 level since 2002, pointed out Republic

kreditreitings bija nemainiga A2 the growing concerns of economical Horvatija - o5 | BeB. |BEB+
limeni jau kops 2002. gada, noradot uz recession and potential banking sector Croatia

pieaugo$ajam bazam par ekonomikas problems and reduced Latvia’s credit Igaunija a1 X N s
lejupslidi un iespéjamajam banku rating to A3. Estonia

sektoru problémam, samazinaja Latvijas After the government decided to take Islande Baal |BBB-| BEB- |BBB-
kreditreitingu A3 limeni. over JSC Parex Banka in early No- Iceland

Péc valdibas lemuma parnemt A/S vember 2008, S&P and Fitch reacted Krievija ol ooi¥ | §Ern I
»Parex banka” 2008. gada novembra almost simultaneously and lowered Russia

sakuma sekoja reakcija no S&P, ka ari Latvia’s credit rating by another Latvija Saxl | exoBionc il
Fitch, gandriz vienlaicigi samazinot notch. S&P said the main reason Latvia

kreditreitingu vél par vienu pakapi. was an increased bank risk due to Lietuva - = =
S&P ka galveno iemeslu minéja banku a reduced deposit base, while Fitch Lithuania

risku palielinaganos depozitu bazes pointed out that Latvia needed a Polija a2 A R e
samazinasanas del, savukart Fitch “substantial and timely” international Poland

noradija, ka Latvijai ir nepiecie§ama financial support package in order to Rumanija | o o .| _
“butiska un savlaiciga” starptautiska prevent a crisis. Romania

finangu atbalsta pakete, lai novérstu Despite the repeated downgrades dur- Ungarija i 5B | BBB | BBEB4
krizi. ing the year, Latvia retains an invest- Hungary

Lai ari gada laika veikti vairaki ment category credit rating from all

valsts kreditreitinga samazinajumi, rating agencies. ey

Latvija saglaba investiciju kategorijas
kreditreitingu no visam reitingu
agentaram.

Latvijas kreditreitinga attistiba / Development of Latvia’s credit rating

| ] L | L | @ | L | L | | @ i3 | ‘ﬂ) k5
- 5 5= 5 | 5 5 | §% | |83 ‘ 5 8%
=) =) =) g o =) g ¢ g0 =] g 0
g S|eE| 8 |92| 8 |o=| 3 |2=| S |9=|8 |P=|8 |22| 8 8 g |ps| 5 | o=
| & R |[d6| & |[&6| & |[&6| & |&6| & |&6 | & |&¢ & |AO0 | & = A |E£0| & | &0
Fitch
arvalstu valata | ilgtermina
arvastuvauia - lgtermina BBB-| N [BBB+| S | A~ | s | a | s | a | p |seB+| P |BBB| P |BBB| P |BBB| s |BBB| s | BEB
Ore€ \gyf\ cur VF'M‘/ ﬂ]\}l term
T
‘s‘e”:“i‘“a‘ B3N || s || s |rm|s |mR|rPp |z P |F3| P [FB| P | F|s || s |
jetsjavalats  |ilgtermina
T I BB| N | Ao | s | afs|a|s|a|s|als|ale|aler|als]|als]a
local currency ong term
M;oay's
arvalstu valuta | ilgtermina
e e R A3 N | a2 s [A]| P |a2|s |a]|s [a2]| s |a|s [Ba2| s |Ba2| s |Ba2| .. |Baa2| .. |Ba2
p—
o p1| N [pa| P |P1| P |[P1| s |Pr|s |P1| s |p1]| s |[P3] s |p3|s |p3]| . |p3|. |pr3
ietéja valata ilgtermina
T e WS AN | a2 s a2 s [m|s [a2]s |a|s |a|s |a]ls|als|al|l.]|- -
Standard&Poor's

arvalstu valuta | ilgtermina
foreign currency ong term

BBB-| N [BBB+| N A- S A- S A- S BBB+ P [BBB+| S BBB P BBB S BBB S BBB S BBB S

istermina
short term

A3 N A-2 N A2 S A2 S A-2 S A2 P A-2 S A-3 p A-3 $ A-3 S A3 S A-3 S

" [P .
rle ‘eja vawu a 1'gterm1f;a BBB-| N |BBB+| N A- S A- 3 A- S A- S A- S A- S A- S A- S A- S A- $
ocal currency ong term

-,

et A3 | N |a2 | N |Aa2| s [A2| s |a2| s [a2| s |a2| s |a2| s |a2| s |a2]| s |a2] s [a2] s
R&I
arvalstuvalta | ilgtermina BBB+| N P - pozitivs / positive; S - stabils / stable; N - negativs / negative

foreign curency |long term

Avots: Valsts kase, Fitch Ratings, Moody's Investors Service, Standard&Poor’s, R&I

Source: The Treasury, Fitch Ratings, Moody’s Investors Service, Standard&Poor’s, R&I
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struktura

funkcijas;

Musdienigas Valsts kases izveides sakumu iezimé Starptautiska Valutas fonda tehniskas
palidzibas misija, kas 1992. gada ierosina izveidot Latvija Valsts kasi ka patstavigu
iestadi, un Finangu ministrija kopigi ar Starptautiska Valatas fonda tehniskas

palidzibas misijam sagatavoja Valsts kases izveido$anas projektu. Latvijas Republikas
Ministru Padome pienem lemumu (1992. gada 28. decembri, Nr.557) "Par Valsts

kases funkciju nodoganu Finansu ministrijai”, nosakot valsts budzeta kases funkciju
izpildes pakapenisku parnemsanu no Latvijas Bankas, lai nodrosinatu budzeta resursu
akumulésanu izdevumu finansésanai, ka ari valsts budzeta lidzek]u pilnigu uzskaiti. Kops
1997. gada Valsts kase ir patstaviga Finansu ministrijas padotiba esosa tiesas parvaldes
iestade.

Valsts kase ir FM paklautiba esosa
tiesas parvaldes iestade, kuras
darbibas meérkis ir efektiva valsts
parvaldes funkciju isteno$ana valsts
finangu vadibas joma. Valsts kases
darbu vada parvaldnieks.

Valsts kases virsmeérkis ir attistities
par dinamisku un musdienigu,
sniegto pakalpojumu kvalitates joma
uz klienta vajadzibam orientétu
organizaciju, kas saskana ar labako
finangu vadibas praksi efektivi un
drosi vada Valsts kases parvaldiba
nodotas finanses atbilstosi valsts un
tas iedzivotaju interesém.

Valsts kasei ir $adas funkcijas:

1. Valsts budZeta izpildes un finansu
uzskaites organizésana;

2. Asignéjumu pieskir§ana un
maksajumu veik3ana no valsts

nacionalas atbildigas amatper-
sonas uzdotas nacionala fonda

5. Citas normativajos aktos
noteiktas funkcijas.

Valsts kases juridiskais statuss un Legal status and structure of the

Treasury

The Treasury is a direct administra-
tion institution subordinated to the
ME, whose activities are aimed at the
effective implementation of public
administration functions in the area
of public finance management. The
activities of the Treasury are directed
by the Treasurer.

The Treasury’s ultimate target is to
develop as a dynamic and modern
organization, which is focusing on
the client needs in the service qual-
ity area, which according to the best
financial management practice effec-
tively and safely manages the finances
transferred to the management of the
Treasury according to the governmen-
tal and inhabitants’ interests.

The Treasury has the following func-
tions:

2 budZeta ienémumiem; 1. organization of execution and
pd 3. Valsts parada vadiba; financial accounting of the central
i 4. Normativajos aktos noteikto ES government budget;
2 politiku instrumentu, Eiropas 2. allocation of budget assigna-
Y Ekonomikas zonas finansu ins- tions and making payments from
) trumenta un Norveégijas valdibas the central government budget
‘% divpuséja finansu instrumenta revenue;
' maksajumu iestades un serti- 3. central government debt manage-
fikacijas iestades funkcijas un ment;

4. functions of the Paying Authority
for the EU policy instruments,
European Economic Zone finan-
cial instrument, and Norwegian
government bilateral financial
instrument as established in
legislative acts, as well as certifi-
cation institution functions and
the National Fund functions del-
egated by the National Authoriz-
ing Officer;

5. other functions prescribed in

legislative acts.

The development of the modern-day Treasury is marked by the technical assistance
mission of the International Monetary Fund, which in 1992 proposed to form the
Treasury as an independent entity and the Ministry of Finance, together with technical
assistance missions of the International Monetary Fund, prepared the Treasury
formation project. The then Council of Ministers of the Republic of Latvia took a
decision (28 December 1992, No. 557) “On Transfer of Treasury Function to the
Ministry of Finance”, and stipulated a gradual transfer of state budget treasury functions
from the Bank of Latvia to ensure accumulation of budget resources for financing of
budget spending, as well as complete accounting of state budget resources. Since 1997,
the Treasury has been an independent, directly administered subordinate entity of the

Ministry of Finance.



Kontakti

Contacts
p
Parvaldnieks
Kaspars Abolins ., W
kase@kase.gov.lv
Treasurer
|
7 ~N [ Eiropas lietu departaments
Parvaldnieka vietnieks European Affairs Department

Parvaldnieka vietnieks
valsts budzeta izpildes un

valsts budzeta uzskaites, parskatu =

un norékinu jautajumos
Deputy to the Treasurer Birojs
on state budget accounting, reporting, Office

r finansu resursu vadibas jautajumos
Janis Pone
kase@kase.gov.lv

and transaction questions
Deputy to the Treasurer on state

budget execution and financial

- Juridiskais departaments
resource management questions R Legal Department

uzraudzibas departaments

Budget Execution and

lek$éja audita departaments
Internal Audit Department

Monitoring Department

Finansu resursu departaments

Girts Helmanis

frdekase govly L Parskatu departaments

. . Reports Department Kvalitates un risku
Financial Resources Department L P —
- ’_— Quality and Risk
Informatikas departaments Management Department

; N Informatics Department
Finansé$anas departaments

Antra Bérzina
fdekase.gov.lv
Financing Department

Personala departaments
Norékinu departaments Personnel Department

Operations Department

Gramatvedibas departaments

. Accounting Department
Starptautiskas sadarbibas

departaments

leva Zilite
ssdekase.gov.lv
International Cooperation |
Department

Infrastrukturas apsaimnieko3anas
departaments
Infrastructure Maintenance
Department

Norékinu centru
koordinacijas departaments
Treasury Units

Finansu risku vadibas
departaments
Armands Tapins Coordination Department
frvdekase.gov.lv i
Financial Risk Management
Department

Regionalie norékinu centri: (27)
Treasury Units (27)

Prognozésanas un finansu
planosanas departaments
Jevgenija Jalovecka
pfpdekase.gov.lv
Forecasting and Financial
Planning Department
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Pielikumi
Appendices

Valsts iekséja aiznémuma vértspapiri apgroziba uz 2008.gada 31.decembri

Government domestic securities outstanding at December 31st 2008

| Fikseéta Summa apgroziba
| ienakumu likme J péc nominala (LVL)
ISIN kods Dzésanas datums | Veértspapira veids Fixed income Outstanding amount
ISIN code Date of maturity Security type (coupon, %) (nominal values), LVL
LV0000523082 | 30.01.2009. 3 mén. paradzimes / 3 month T-bills - 10 750 000
LV0000523090 | 20.03.2009. 3 mén. paradzimes / 3 month T-bills - 3874 000
LV0000532224 | 06.02.2009. 6 mén. paradzimes / 6 month T-bills - 194 920 000
LV0000532232 | 03.04.2009. 6 mén. paradzimes / 6 month T-bills - 23954 000
LV0000532240 | 17.04.2009. 6 mén. paradzimes / 6 month T-bills - 24 250 000
LV0000532257 | 08.05.2009. 6 mén. paradzimes / 6 month T-bills - 22 425 000
LV0000532265 | 15.05.2009. 6 mén. paradzimes / 6 month T-bills - 21 850 000
LV0000532273 | 29.05.2009. 6 mén. paradzimes / 6 month T-bills - 8913500
LV0000532281 | 05.06.2009. 6 mén. paradzimes / 6 month T-bills - 4 650 000 R
LV0000532307 | 19.06.2009. 6 mén. paradzimes / 6 month T-bills | - 31198664,33
(44 391 700 EUR)
LV0000532299 | 19.06.2009. 6 men. paradzimes / 6 month T bills | - 3912400
LV0000540946 | 09.01.2009. 1 gada paradzimes / 1 year T-bills - 27 684 000
LV0000540953 | 13.03.2009. 1 gada paradzimes / 1 year T-bills - 13930 800
LV0000540961 | 05.06.2009. 1 gada paradzimes / 1 year T-bills - 40 324 900
LV0000540979 | 04.09.2009. 1 gada paradzimes / 1 year T-bills - 21 544 900
LV0000540987 | 06.11.2009. 1 gada paradzimes / 1 year T-bills = 229 586 000
LV0000540995 | 13.11.2009. 1 gada paradzimes / 1 year T-bills f 4050 000
LV0000541001 | 27.11.2009. 1 gada paradzimes / 1 year T-bills P 2800 000
L\Z(SOOOS41019 04.12.2009. 1 gada paradzimes / 1 year T-bills - 838400
LV6000S41027 18.12.2009. 1 gada paradzimes / 1 year T-bills - 12 514 000
LV0000541035 | 18.12.2009. 1 gada paradzimes / 1 year T-bills - 210841200 -
B (300 000 000 EUR)
LV0000550085 | 30.03.2009. 2 gadu obligacijas / 2 year T-bonds 5,875% 2217600
LV0000570042 | 04.02.2010. 5 gadu obligacijas / 5 year T-bonds 3,375% 46 184 400
LV0000570059 | 03.11.2011. 5 gadu obligacijas / 5 year T-bonds 5,000% 75552 800
LV0000570067 | 14.03.2013. 5 gadu obligacijas / 5 year T-bonds 6,750% 2817000
LV0000580017 | 14.02.2013. 10 gadu obligacijas / 10 year T-bonds | 5,125% 97 150 900
LV0000580025 | 02.04.2014. 10 gadu obligacijas / 10 year T-bonds | 4,750% 28925 000
LV0000580033 | 02.12.2015. 10 gadu obligacijas / 10 year T-bonds | 3,500% 87740 700
LV0000590016 | 10.08.2018. 11 gadu obligacijas / 10 year T-bonds | 5,625% 28311 100 :
LV0000590024 | 04.07.2019. 11 gadu obligacijas / 10 year T-bonds | 6,750% 4156 900
Apgroziba KOPA: | 1287 868 164,33
Outstanding
TOTAL: Avots: Valsts kase

Valsts aréja aiznémuma vértspapiri apgroziba uz 2008.gada 31.decembri
Government foreign securities outstanding at December 31st 2008

Fikseta

ienakumu likme

Source: The Treasury

Summa apgroziba

péc nominala (LVL)

ISIN kods Dzéganas datums | Vertspapira veids Fixed income Outstanding amount
ISIN code Date of maturity Security type (coupon, %) (nominal values), LVL
X50189713992 | 02.04.2014 10 gadu obligacija / 10 year Eurobonds | 4,250% 400 000 000
XS0350977244 | 05.03.2018 10 gadu obligacija / 10 year Eurobonds | 5,500% 400 000 000

Avots: Valsts kase
Source: The Treasury



Valsts iekséja aiznémuma vértspapiru izsolu un tiesas pardosanas rezultati 2008.gada
Government domestic securities auction and direct selling results in 2008

Terming/izsoles datums | Atsauces likme pelnas likme (%)* uzcenojums (b.p.)
Maturity/Auction date Reference yield rate yield (%)* i spread (b.p.)
3 ménesi / 3-month RIGIBOR

8-12-08 1414 11,500 264,00
17-12-08 14,60 11,000 -360,00
18-12-08* 14,60 11,000 -360,00
6 ménesi / 6-month RIGIBOR

9-01-08 8,28 5,811 246,90
6-02-08 7,56 6,000 156,00
12-03-08 6,47 6,301 -16,90
2-04-08 6,06 6,282 22.20
7-05-08 5,90 6,357 45,70
4-06-08 5,79 6,455 66,50
2-07-08 6,11 6,650 54,00
6-08-08 6,19 6,747 55,70
3-09-08 6,08 6,679 59,90
1-10-08 6,98 7172 19,20
15-10-08 8,50 8,683 18,30
5-11-08 8,88 8,798 -8,20
12-11-08 8,68 10,111 143,10
13-11-08* 8,68 11,180 250,00
26-11-08 9,48 11,470 199,00
3-12-08 13,60 11,500 -210,00
17-12-08 14,50 11,000 -350,00
18-12-08* 14,50 11,000 -350,00
1gads / 1-year RIGIBOR

9-01-08 8,60 5,919 268,10
6-02-08 8,77 6,050 -272,00
12-03-08 8,08 6,125 195,50
2-04-08 7,08 6,351 72,90
7-05-08 7.26 6,652 -60,80
4-06-08 7.16 6,797 -36,30
2-07-08 7.13 6,885 -24,50
6-08-08 7.23 6,868 -36,20
3-09-08 7.27 7,000 -27,00
1-10-08 7,74 8,007 26,70
15-10-08 9,20 9,285 8,50
5-11-08 9,62 9,501 -11,90
12-11-08 9,50 10,064 56,40
26-11-08 9.90 10,357 45,70
17-12-08 15,24 11,000 424,00
18-12-08 15,24 11,000 -424,00
5 gadi / 5-year EUR SWAP

2-07-08 5,200 6,85 165,00
6-08-08 4,820 6,85 203,00
3-09-08 4,610 6,85 224,00
11 gadi/ 11-year EUR SWAP

9-01-08 4,550 5,481 93,10
6-02-08 4,395 6,109 171,45
12-03-08 4,369 6,275 190,60
2-04-08 4,500 6,259 175,90
7-05-08 4,590 6,450 186,00
4-06-08 4,790 6,749 195,90
2-07-08 5,080 6,850 177,00
6-08-08 4,830 6,850 202,00
3-09-08 4,640 6,850 221,00

* vidéja sverta sakotnéjas
izvieto$anas pelnas likme

** tiega pardosana

* average weighted yield rate
** direct selling

Avots: Valsts kase
Source: The Treasury
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Centralas valdibas parada apkalposanas neto rezultats / Central government debt servicing net result

2005 2006 2007 2008 **

milj. latu | %* | milj.latu | %* | milj.latu | %* | milj.latu | %*
Procentu ienémumi Interest income minlats | %* |mlnlats | %* | minlats | %* | mInlats | %*
ienémumi no depozitiem | income from deposits and account
un konta atlikumiem residuals 5,254 7,067 11,689 25,766
ier,gmumi par Income from loans 10,905 9,796 9,282 14,673
aizdevumiem
ier,gmumi no atvasinato Income resulting from derivative 1,217 1,257 0,156 0,915
finandu instrumentu financial instruments
darbibas rezultata
Procentu ienémumi kopa| Interest income total 17,376 |0,9% | 18,120 |0.8% | 21,127 |0,7% | 41,354 |0.8%
Procentu izdevumi Interest expenditure
maksajumi par ieksejiem | domestic borrowing expenditure 23,317 20,433 18,751 20585
aizpémumiem
maksajumi par arvalstu external borrowing expenditure 24,251 27,052 26,628 32,496
aiznémumiem
izdevumi no atvasinato expenditure resulting from derivative | 0,000 0,064 0,504 2,253
finandu instrumentu financial instruments
rezultata
maksajumi par depozitiem | payments for deposits and account 2,300 5,244 8,921 21,637
un kontu atlikumiem residuals in the Treasury
Valsts kasé
Rrg?entu izdevumi kopa Interest expenditure total 49,868 |(2,4%|52,794 |2,0% | 54,804 |1,6% | 76,971 |2,0%
NETO REZULTATS NET RESULT | -32,491 -34,674 -33,678 | -35,617

* procentos attiecigi no valsts pamatbudZeta kopéjiem
ienémumiem un izdevumiem

** operativa informacija

income and expenditure

** operative information

* as percentage of the basic state budget

Galvenie makroekonomiskie raditaji un to prognozes / Main macroeconomic indicators and forecasts

Avots: Valsts kase

Source:

The Treasury

patérins

cenas , %

patérins

. | 2005 2006 2007 | 2008P | 2009P | 2010P | 2011P
IKP gmﬂj. latu), no ta: GDP (million lats), from it 9059,1 | 11171,7 | 13957,4 | 15268,0| 15090,5| 14897,8| 15091,2
consumption 7247 | 9136 11591 | 12570 | 12217 | 11719 | 11798

privatais patéring private consumption 5666 | 7281 9050 9581 9205 8761 8796
valdibas izdevumi public expenditure 1581 | 1855 | 2541 2989 | 3011 | 2958 | 3002
bruto kapitala veido3ana gross capital formation 3115 | 4434 5194 4744 4199 4111 4077
bruto pamatkapitala veidogana gross fixed capital formation 2774 | 3644 4542 4434 3897 3539 3485
krajumu parmainas changes in stocks 342 790 652 310 302 571 591
pre¢u anipﬂpojumu eksports | export of goods and services 4335 5014 6197 6838 6167 6397 6771
precu un pakalpojumu imports import of goods and services 5638 | 7412 9025 8884 7493 7329 7554
IKP pieﬁgums faktiskajas GDP growth (actual prices), % 21,9 23,3 24.9 9,4 -1,2 -1,3 1,3
IKP pi;aljlgﬁ (salidzinamas GDP growth (comparable prices), % | 10,6 12,2 10,3 -2,0 -5,0 —3,6 LS
cenas, %), t.sk.: from it:

ter consumption 9,4 18,0 12,3 S -6,7 55 -0,4
bruto lgai)itﬁveidoéana gross capital formation 9,0 18,2 13,0 -9,4 -1955 -8,6 0,8
precu ﬁnipﬂpojumu eksports | export of goods and services 20,3 6,5 11,1 4,5 -3,0 21 3,7
precu un pakalpojumu imports import of goods and services 14,8 19,3 15,0 -6,1 £)5 =52 04
IKP deflators (gads pret gadu), % | GDP deflator (year over year), % 10,2 9,9 13,3 13,8 40 18 -0,2
PCI (decembris CPI (December vs. December), % 6,8 14,1 10,5 3,3 1,1 0,1
pret decembri), % 7,0
PCI (gaa pret gadu), % CPI (year over year), % 6,7 6,5 10,1 15,4 5,9 2,2 0,0
Tautsaimnieciba nodarbinato Monthly average gross salary of 16,5 23,0 31,5 20,5 1,0 -3,3 05
meén. vid. bruto darba samaksa, economically active population,
pieaugums faktiskajas cenas, % | increase in actual prices, %
Nodarbinatibas pieaugums, % Employment growth, % 1,6 4,4 2,9 1,3 -2,8 -3,0 1,2

P - prognoze F - forecast

Avots: Valsts kase

Source: The Treasury








