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loan program

Basis points

Credit Default Swap
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European Investment Bank
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European Bank for Reconstruction and Development
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Ministry of Finance

Gross domestic product

Bank of Latvia

International rating agency Moody’s Investors Service
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Riga Interbank Bid Rate (at which the banks are ready to borrow)
Japanese rating agency Rating and Investment Information, Inc.
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and Poland) at the end of 2008 on financial aid to Latvia for overcoming the economic crisis
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Gads skaitlos

Raditajs 2009.gada  2010. gada o ftl\l/)[iizgéinizzonalajai
metodologijai
IKP (faktiskajas cenas), milj. LVL 13082,8  12640,3 * :f:tij; zflfngd
pieaugums faktiskajas cenas, % -19,2 -3,4 *
pieaugums salidzinamajas cenas, % -18,0 -0,4 * ot :giijfﬂ;néj::lj:i:;kums
Inflacija (decembris pret decembri), % -1,2 2,5 ;ia;"isst;:i’zfjitr‘;fOll' gadam”
Inflacija (gads pret gadu), % 3,5 -1,1
Registrétais bezdarba limenis (decembris), % 16,0 14,3
Maksajumu bilances tekos$ais konts, milj. LVL 1128,5 467,1 ***
% no IKP 8,6 1.1 ***
Valsts konsolidéta kopbudzeta finansiala bilance, milj. LVL** -897,9 -802,7
% no IKP** -6,9 -6,4
Visparéjas valdibas parads, milj. LVL** 4327,5 5 080,9
% no IKP** 33,1 40,2
Centralas valdibas parads, milj. LVL** 4182,0 4942,6
% no IKP** 32,0 39,1
Sanemta aizdevuma summa no starptautiskajiem aizdevéjiem, milj. EUR 2 700,0 1100,0
Valsts vértspapiru iek$éjas izsolés piesaistitais finanséjums, milj. LVL 1340,9 630,3
Izsniegtie valsts budZeta aizdevumi, milj. LVL 271,4 261,7

Izsniegtie valsts galvojumi, milj. LVL 633,1 101,9



Year in Numbers

Indicator

GDP (actual prices), million LVL
increase in actual prices, %
increase in comparable prices, %
Consumer price changes (December on December), %
Consumer price changes (year on year), %
Registered unemployment level (December), %
Balance of payments current account, million LVL
% of GDP
Consolidated budget financial balance, million LVL**
% of GDP**
General government debt, million LVL**
% of GDP**
Central government debt, million LVL**

% of GDP**

Loans disbursed from international loan program, million EUR

Gross borrowing in government domestic securities auctions, million LVL

Issued state budget loans, million LVL

Issued state guarantees, million LVL

2009

13 082,8
-19,2
-18,0

-1,2
3,5
16,0
1128,5
8,6
-897,9
-6,9

4 327,5
33,1
4182,0
32,0
2700,0
1340,9
271,4
633,1

2010

12 640,3 *
34 *
0,4 *
2,5
1,1
14,3

467,1 **

1.1 ***
-802,7
-6,4
5 080,9
40,2
4942,6
39,1
1100,0
630,3
261,7
101,9

Source:
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MF forecast

according to national meth-
odology

data for 3 quarters of 2010

CSB, Employment State
Agency, BoL, the Treasury,
annual state budget law 2011
and explanatory notes
thereto



Valsts kases parvaldnieka ievadvardi

2010. gads Latvijai noteikti bijis stabilizacijas
gads, jo tiesi $aja gada stabilizéjusies Latvijas
finansu situacija, Latvijas kreditreitingi
un atjaunojusies Latvijas starptautiska
reputacija. Minéto procesu stabilizacija ir
svarigs prieksnoteikums valsts attistibai
nakotné un virzibai uz stratégisko merki -

Latvijas pievieno$anos eirozonai 2014. gada.

2010. gada Latvija turpinaja veikt ievérojamu
fiskalo  konsolidaciju un  strukturalo
reformu istenosanu, lai nodrodinatu valsts
finansu ilgtspéju vidéja termina, panakot
valsts budZeta deficita raditija atbilstibu
Mastrihtas kritérijam jau 2012. gada.
Fiskalas konsolidacijas apjomi attieciba
pret IKP bijusi vieni no lielakajiem Eiropa,
tadel Latvijas veiktie pasakumi fiskalas
ilgtspéjas nodrosinasana tiek mineti ka
piemérs daudzam Eiropas valstim. Saskana
ar operativo novértéjumu visparéjas valdibas
deficits péc ESA95 metodologijas 2010. gada
ieklausies ar starptautiskajiem aizdevéjiem
panaktas vienoSanas noteiktajas robezas,
neparsniedzot 8,5% no IKP. Ari apstiprinataja
2011. gada valsts budzeta noteiktais apliecina

iesdkto virzibu taldkai deficita apjoma

samazinasanai, paredzot, ka ta apjoms
atbilstosi ESA95 metodologijai neparsniegs
6% no IKP.

Joprojam nozimigs kopéjas finansésanas
nepiecieSamibas segsanas avots
2010. gada bija starptautiska aiznémuma
programmas lidzekli. Tomeér, uzlabojoties
valsts makroekonomiskajiem  raditajiem
un veicot parrunas ar starptautiskajiem
aizdeveéjiem, 2010. gada starptautiska
aiznémuma programmas letvaros
finanséjums  tika  pieprasits = mazaka
apjoma neka bija sakotnégji planots.
2010. gada Latvijai starptautiska aiznémuma
programmas ietvaros bija pieejami 3,1
miljardi eiro, tacu par lielako dalu no tiem -
1,9 miljardiem eiro, tika noslégta vienosanas
par aiznems$anas iespéju no Ziemelvalstim.
Kops 2008. gada beigam Latvija starptautiska
aiznémuma programmas ietvaros ir sanémusi
4,4 miljardus eiro - nedaudz vairak neka pusi
no kopéja sakotnéji paredzéta programmas
apjoma - 7,5 miljardiem eiro.

Lai gan lidz $im starptautiska aiznpémuma

programmas finanséjums sniedza svarigu

atbalstu valsts kreditspéjas nodrosinasanai
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krizesbridi, turpmak valstsbudZeta un parada
saistibu finanséSanu planots galvenokart
nodro$inat ar aiznemsanas pasakumiem
iek$éjos un aréjos finansu tirgos, ka ari
izmantojot Valsts kases kontos pieejamo
resursu atlikumu, kas 2010. gada beigas
veidoja 8,6% no IKP.

2010. gada notikuso valsts ieksgja
aiznémuma veértspapiru izsolu rezultati, ka
ari starptautiska finansu tirgus dalibnieku
indikacijas Latvijas kreditriska limenim

liecinaja par investoru uzticibas atgriesanos.

Kopéjais pieprasijums péc valsts iekséja
aiznémuma vértspapiriem salidzinajuma ar
2009. gadu ievérojami stabilizéjas. Pieméram,
2010. gada konkuréjosas daudzcenu izsolés
pieprasijums  parsniedza Valsts  kases

piedavato vértspapiru apjomu 2,9 reizes.

Iekséja aiznémuma vértspapiru izsolés tika
sasniegtas veésturiski zemakas vértspapiru
pelnas likmes - 0,8% seSu ménesu
paradzimém, kas ir ievérojams samazindjums
salidzindjuma ar rekordaugstajam likmém
iepriekséjagada, kasatbilstosajiem terminiem

sasniedza pat 13,5%.



Investoriem tika piedavati arvien garaka
termina veértspapiri — divu, tris un piecu
gadu obligacijas, ka rezultata veiksmigi tika
pagarinats vidéjais iekséja parada atmaksas
termin$ un turpmakaja piedavajuma pilniba
aizstatas paradzimes ar tris ménesu atmaksas

terminu.

Iekséja  aizpémuma  vértspapiru izsolu
rezultati raksturo valsts finan$u tirgus
stabilitates atjaunoSanos un investoru
uzticibasatgriesanos. Turklat $adas tendences
nodro$ina valdibai iespéju piesaistit papildu
finansu resursus, gan turpinot aiznémumus
iekséja tirga ar vel garakiem atmaksas
terminiem, gan planojot potencialos

aiznémumus starptautiskajos kapitala tirgos.

Vietéja finansu tirgus stabilitates veicinasana
pozitivi ir ietekméjusi ari starpbanku naudas
tirgus darijumus, kur RIGIBOR procentu
likmes sasniedza vésturiski zemakos limenus
un tadéjadi samazinaja privatajam sektoram

pieejamo finans$u resursu cenu latos.

Aréja tirgus indikacijas, ko ietekmé valsts
kreditriska apdros$inasanas likmes, Latvijas
eiroobligaciju otrreizéja tirgus likmes un

kreditreitings norada uz valsts aiznemsanas

izmaksu samazinasanos atbilsto$i citam

lidziga kreditriska valstim.

Latvijas finan$u situacijas uzlabosanos néma
vera ari kreditreitingu agentiras, nosakot
stabilu kreditreitinga nakotnes vértéjumu,
bet starptautiska reitingu agentura , Standard
& Poor’s” Latvijas kreditreitingu pat
paaugstinaja. Stabils kreditreitinga nakotnes
novértéjums atspogulo parliecibu par valsts

maksatspéju.

Latvijas kreditreitinga paaugstinasana un
stabila kreditreitinga nakotnes novértéjuma
saglabasana apliecina pozitivas finansu tirgus
un ekonomikas attistibas pazimes, veicina
investoru uzticibas atjaunosanos valstij ka
drosam sadarbibas partnerim gan iekséja,
gan starptautiskaja finandu tirga. Sa briza
tendences liecina, ka Latvija, iespéjams, jau
2011. gada spés apliecinat savas aiznemsanas
spéjas, veiksmigi atgrieZoties starptautiskajos

finansu tirgos.

Izsaku pateicibu Valsts kases komandai
par veiksmigu un labi paveiktu darbu valsts
parada vadibas joma $aja - valstij un tas
iedzivotajiem tik nozimigaja laika perioda.

Esmu parliecinats, ka spéjam mums uzticétos
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uzdevumus veikt profesionali augsta limeni.
Ka ari veélos pateikties sadarbibas partneriem
par savstarpéjo profesiondlo sadarbibu,

atbalstu un uzticésanos.
Kaspars Aboling
Valsts kases parvaldnieks

2011. gada janvari

A



Foreword by the Treasurer

2010 for Latvia was definitely a stabilisation
year. During that year the financial situation
and the credit ratings of Latvia have become
stable, and the international reputation of
Latvia has restored. The stabilisation of the
aforementioned processes is a significant
precondition for future development of the
country and progress to its strategic goal —

Latvia joining the euro area in 2014.

In 2010 Latvia continued considerable
fiscal consolidation and implementation
of structural reforms in order to ensure the
state financial sustainability in mid-term
through attaining compliance of the state
budget deficit indicator with the Maastricht
criteria already in 2012. The scope of fiscal
consolidation as compared to the GDP has
been one of the largest in Europe; therefore
the measures taken in Latvia with respect
to ensuring fiscal sustainability are stated
as an example for many European countries.
Pursuant to the interim assessment the
general government deficitin 2010, according
to the ESA95 methodology, will fit into the
limits specified in the agreement with the

international lenders and will not exceed

8.5% of the GDP. The approved state budget
for 2011 also confirms the commenced
direction for further decrease in the deficit,
envisaging that the scope thereof, according
to the ESA95 methodology, it will not exceed
6% of the GDP.

The funds of the international loan program
were still a significant source for covering
the overall financing requirement in
2010. However, upon improvement of the
state macroeconomic indicators and after
negotiations with the international lenders
the financing requested in 2010 within the
international loan program was less than
initially forecasted. In 2010 3.1 billion euros
were available to Latvia within the scope of
the international loan program; however, an
agreement on the borrowing possibility from
the Nordic countries was made with respect
to the major part thereof, i.e. 1.9 billion euros.
Since the end of 2008 Latvia has borrowed
4.4 billion euros within the international
loan program, i.e. slightly over one half of the
total initial range of the program - 7.5 billion

euros.
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Although to date the financing of the
international loan program has provided an
important support for ensuring the state
creditworthiness during the crisis, it is
intended ensure future financing of the state
budget and debt mainly from borrowings in
the domestic and foreign financial markets,
as well as by using the resources accumulated
in the Treasury accounts, which amounted to
8.6% of the GDP at the end of 2010.

The results of the government domestic
securities auctions held in 2010, as well as
the indications of the international financial
market participants on the credit risk level
of Latvia indicated the return of investors’

confidence.

The total demand for the Treasury bills
has significantly stabilised as compared to
2009. For example, in 2010 the demand in
competitive multi-price auctions exceeded
the amount of securities offered by the

Treasury 2.9 times.

The historically lowest interest rates of 0.8%
for Treasury bills with the maturity of 6

months were reached, which is a considerable



decrease as compared to the record high rates
during the preceding year, which reached even
13.5% for the securities with the respective

maturities.

Investors have been offered securities with
longer maturity period- Treasury bonds
with the maturity of two, three and five
years, resulting in successful prolongation
of the average central government domestic
debt repayment period, and replacement
of Treasury bills with the maturity of three

months in further offer.

The results of the government domestic
securities auctions characterise resumption
of the financial market stability in the
country and return of investors’ confidence.
Moreover, such trends ensure the possibility
for the government to raise additional
financial resources both through borrowings
in the domestic market with longer tenors
and planning potential borrowings from the

international capital markets.

Facilitation of the domestic financial market
stability has had a positive impact on the

interbank money market transactions, where

the RIGIBOR rates reached the historically
lowest levels and thus decreased the price
of financial resources in lats available to the

private sector.

The foreign market indicators that are
influenced by the CDS trading levels,
secondary market trading levels of Latvian
Eurobonds and credit rating indicate the
decrease of the state borrowing costs as
compared to other countries of similar credit

risk.

The improvement of Latvia’s financial
situation has been taken into account also
by credit rating agencies that affirmed stable
credit rating outlook, while the international
rating agency S&P even increased Latvia’s
credit rating. Stable credit rating outlook
shows the confidence in the creditworthiness

of the country.

The increase of Latvia’s credit rating and
maintenance of stable credit rating outlook
confirm the positive financial market and
economic development features, facilitate
return of investors’ confidence in the country

as a reliable cooperation partner both in the
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domestic and foreign financial markets. The
current trends are indicative of the ability
of Latvia to prove its borrowing capability
already in 2011 and successful return to the

international financial markets.

I hereby express my gratitude to the Treasury
team for successful and well performed
work with respect to the government debt
management area during the time period so
important to the country and its inhabitants.
I am certain that we are able to perform the
tasks entrusted to us on a professionally
high level. I would also like to thank our
cooperation partners for mutual professional

cooperation, support and trust.

Kaspars Abolins

The Treasurer
January 2011 K
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@ Festive manifestation on the Daugava Embankment. Photo by B.Kolesnikovs,




2010. gads — Latvijas neatkaribas
atjaunosanas 20. gadadiena

1990. gada 4. maijs Latvija bija skaidrs un silts. Smarzoja ievas. Pie
Brivibas pieminekla pavasara ziedi auda nacionalo karogu. Ta vél
nebija oficidla Latvijas svétku diena, bet tautas vairakums jau jutas ka
svétkos.

Pulksten 10.00 sakas Latvijas PSR Augstakas padomes séde par 1918.
gada dibinatas un kops 1940. gada okupétas Latvijas Republikas
neatkaribas atjaunosanu.

Jau 3. maija jaunievélétas Augstakas padomes Latvijas Tautas frontes
deputati Bralu kapos zvéréja nenovérsties no augsta meérka,
nenobities no pretspéka, nesaubigi balsot par Latvijas neatkaribu.
Tacu, ka radija Lietuvas un Igaunijas ipa$i saspilétas attiecibas ar
Kremli péc lidzigu lémumu pasludinasanas marta, vél bija gaidama
siva cina par valsts faktisko politisko, tiesisko un ekonomisko
patstavibu. Tapéc Deklaracija par Latvijas Republikas neatkaribas
atjaunos$anu bija ipasi svarigs Baltijas vienotibas pieradijums, kas
pasaules demokratijai $aja bridi noziméja to pasu, ko Berlines mura
krisana.

Valsts pamatlikuma mainai nepiecieSamas vairak neka divas tresdalas

Avots: www.bank.lv

parlamenta deputatu balsu, un skal$ prieka vilnis satricinaja Vecrigu,
kad 138 no 195 klatesosajiem deputatiem bija apstiprinajusi savu JA
vardu neatkaribai no PSRS.

Ar uzvaras Zestu no sézu zales iznaca tautas prieksstavji. "Uzvara!"
viniem atsaucas sagaiditaji. Saulainaja diena vaigi samirka prieka
lieta. Tris sarkanbaltsarkani ziedi katram! Valsts valoda, himna,
karogs. Tris pasnoteik$anas cela vienotas valstis Dzintarjuras krastos.
Republika, kas dzimusi, nonavéta un augsamcélusies. Tas asins lases,
ko pasaules Brivibas kokam 1991. gada janvara barikadeés ziedoja par
Latviju kritusie, ari lika irt Ribentropa un Molotova pakta slepeno
protokolu kaltajam vazam.

Léni, no pleciem purinadama nebrives slogu, izsléjas Mate Latvija.
Uzvaras prieka tiukstosiem roku vinas plecos uzveéla smago, saldo, par
visu dargako brivibas nastu. Katram patriotam nu japalidz to nest -
ka muzam pulséjosu dzirnakmeni, ka rotéjosu zemeslodi, ka dzivibu
uzturosu sauli. Brinumu, kas 1990. gada 4. maija pacelts, nedrikst

nomest vai zem negaidita smaguma salimt.




@ Meitene ar plakatu ,Brivibu Latvijai”. Fotografs B.Kolesnikovs, Latvijas Veéstnesis

@ A girl with poster ,Freedom for Latvia”.Photo by B.Kolesnikovs, Latvijas Veéstnesis.




2010 - the 20th Anniversary of
Latvia’s Independence Declaration

The morning of 4 May 1990 was sunny and warm. Fragrant bird-
cherry trees were in blossom. The spring flowers at the foot of the
Freedom Monument were laid to form the red-white-red national
flag. It was not yet an official holiday in Latvia but most people felt as
if they were a part of a great celebration.

At 10 a.m. the Supreme Soviet of the Latvian SSR began a meeting on
the restoration of independence of the 1918 Republic of Latvia that
had been occupied since 1940.

The day before the newly elected MPs (Members of Parliament) from
the Popular Front of Latvia gave an oath at the Brethren Cemetery
not to waver from the course adopted to reach the lofty goal, not to
fear the opposing forces, and to vote for Latvia's independence. How-
ever, as the extremely strained relationships of Lithuania and Estonia
with the Kremlin showed after the adoption of similar decisions in
March, a harsh battle for a real political, judicial, and economic inde-
pendence was still ahead. For that reason a Declaration of the resto-
ration of the independence of the Republic of Latvia was of great
importance as proof of Baltic unity that carried the same weight for
world democracy as the fall of the Berlin Wall.

To change the fundamental law of the state, more than two thirds of

Source: www.bank.lv

the parliamentarian votes were necessary and a loud wave of joy
reverberated through the ancient streets of Old Riga when it turned
out that 138 of 195 deputies had voted for Latvia's independence
from the USSR.

The people's representatives walked out of the meeting hall, their
fingers forming the victory sign. "Victory!" the people shouted back.
On this sunny day, cheeks got wet from the bright rain of joy. Three
flowers in the national colours to everybody! The state language, the
national anthem, the national flag. Three countries united in their
struggle for independence. A republic that was born, then killed, then
resurrected. The blood shed for freedom on the barricades of January
1991 helped to destroy the chains struck by the secret protocols to
the Molotov-Ribbentrop pact.

Shaking off the yoke of oppression, Mother Latvia stood tall. In the
joy of victory, thousands of pairs of hands rolled the heavy, sweet,
and most valuable load of freedom on her shoulders. Each and every
patriot must now help to carry it - an ever-rotating earth, an ever-
running millstone or a life-sustaining sun. The miracle of 4 May 1990

should never be dropped or put aside as too heavy.




Latvijas finansu tirgus
Latvia’s Financial Market

IKP pieaugums (salidzinamajas cenas,

% pret iepriek$éja gada attiecigo periodu)

GDP growth

(in comparable prices, in % over previous year)
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Ekonomikas stabilizésanas procesi
un faktori

Péc Latvijas tautsaimniecibas attistibu

sekméjosu pasakumu istenosanas
2009. gada un pakapeniskas globalas ekonomikas
atlabsanas péc straujas lejupslides 2010. gada
Latvijas ekonomika bija

Vvérojamas pirmas

stabilizésanas pazimes.

Viena no svarigakajam stabilizé$anas pazimém ir
IKP pieaugums. 2010. gada katru ceturksni IKP
palielinajas salidzinadjuma ar iepriek$éjo ceturksni,
un treSaja ceturksni, salidzinot ar ieprieks$éja gada
attiecigo periodu, ekonomikas izaugsmes temps
pirmo reizi péc vairak neka divu gadu ilga krituma
bija pozitivs +2,9%. IKP pieaugumu sekméja apjoma
palielindjums galvenaja eksportéjosaja nozaré -
rupnieciba, ka ari mazumtirdzniecibas apgrozijuma

kapums.

Lai ari 2010. gada pirmajos tris ceturksnos
tautsaimniecibas izaugsmes dati ir uzlabojusies, FM
prognozé, ka2010. gadakopuma Latvijasekonomika
tomeér bus neliels kritums - 0,4% apmeéra, kas gan
ir mazak, neka prognozéts ieprieks. FM sagaida,
ka Latvijas ekonomikas izaugsme varétu atsakties
2011. gada.
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Economy Stabilization Processes
and Factors

The first stabilization indications were observed in
the economy of Latviain 2010 after implementation
of measures facilitating development of Latvia’s
economy in 2009 and gradual recovery of global

economy after the rapid downturn.

One of the most significant stabilization indications
istheincrease of the GDP.In 2010 the GDP increased
quarter by quarter, and during the third quarter, as
compared to the respective period of previous year,
the economic growth pace was positive — 2.9% for
the first time after the decline of more than two
years. The increase in the GDP was facilitated by
the increase in volume of the main exporting area —
industrial manufacturing, as well as the increase in

the retail sales.

Although the economy development for the first
three quarters of 2010 have improved, the MF
forecasts that overall in 2010 Latvia’s economy will
face slight decline of 0.4%, although that is less than
previously forecasted. The MF expects economic
growth of Latvia in 2011.

The economic growth in 2011 will depend on

the increase of investment in Latvia’s economy.
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2010. gada IKP palielinajas
tre$aja ceturksni; ekonomikas
izaugsmes temps bija pozitivs
+2,9%.

In 2010 the GDP increased
during the third quarter;

economic growth pace was
positive — 2,9%.

2011. gada ekonomikas izaugsme bus atkariga no
investiciju pieauguma Latvijas tautsaimnieciba. Jau
2010. gada bija vérojams pakapenisks arvalstu tieso
investiciju pieaugums rupnieciba un nekustamo
ipadumu nozaré, kas lauj cerét, ka ekonomikas

atveselosanas turpinasies un klus straujaka.

Latvijas ekonomikas attistiba ir loti ciesi saistita
ari ar aréjas ekonomiskas vides attistibu. Diemzél,
pasaules ekonomikasizaugsme joprojam nav stabila.
Latvijas ekonomiku var ietekmét ari ES dalibvalstu
fiskalas un finansu sektora problémas. Pozitivi
savukart vértéjamas Latvijas aréjo tirdzniecibas
partnervalstu attistibas perspektivas: Zviedrija un
Vacija uzrada ievérojami labakus izaugsmes tempus
neka videji ES. Ari 2011. gadam ekonomikas
attistibas prognozes Zviedrijai un Vacijai, ka ari
Latvijas kaiminvalstim — Igaunijai un Lietuvai - ir
salidzino$i pozitivakas neka ES kopuma. Nemot
véra ievérojamus aréjas vides riskus, FM saglaba
piesardzigu IKP izaugsmes prognozi 2011. gadam

+3,3 % apmeéra.

Inflacija

Patérina cenu limenis 2010. gada decembri,
salidzinot ar 2009. gada decembri, palielindjas
par 2,5%. Sadai tendencei ir labvéliga ietekme uz
ekonomisko aktivitati, un tadéjadi tiek stimuléta

naudas aprite tautsaimnieciba. Minétais nosacijums
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Gradual increase of foreign direct investment in the
industrial manufacturing and real estate industry
was observed already in 2010 that allows expecting
that the economic recovery will continue and

become more rapid.

The development of Latvia’s economy is closely
linked also to the development of external economic
environment. Unfortunately the growth of the
global economy is still not stable. Latvia’s economy
may be influenced also by the fiscal and financial
sector problems of the EU member states. The
development perspective of foreign trade partners
of Latvia in its turn may have positive assessment:
Sweden and Germany show considerably better
growth pace than the EU on average. The economic
growth forecasts of Sweden and Germany, as well as
the neighbouring countries of Latvia — Estonia and
Lithuania for 2011 are comparatively more positive
than those of the entire European Union. In view
of the considerable external environment risks the
MF maintains prudent GDP growth forecast for
2011, i.e. amounting to +3.3 %.

Inflation

The consumer prices in December 2010 compared
to December 2009 increased by 2.5%. Such trend
has a positive impact on the economic activity
resulting in stimulation of cash turnover in the

national economy. The aforementioned condition
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ir svarigs iek$zemes patérina turpmakajai attistibai.
Cenu kapums galvenokart bija vérojams precu
sektora: cenas decembri, salidzinot ar iepriekséja
gada attiecigo periodu, pieauga par 4,3%, savukart
pakalpojumu sektora cenas joprojam turpinija

samazinaties — par 1,2%.

Galvenais 2010. gada cenu limena svarstibu
ietekméjosais faktors bija aréja vide, respektivi,
cenas noteica starptautiskais finansu tirgus,
tapéc lielako dalu no patérina cenu pieauguma var
attiecinat ne tikai uz Latviju, bet ari uz paréjam ES
valstim. Tadéjadi, salidzinot ar aréjas tirdzniecibas
partnervalstim, kuras cenas vél joprojam ir augstaka

limeni, Latvijas konkurétspéja nav samazinajusies.

FM prognozé pamatinflacijas kapumu (inflacija
bez administrativi reguléjamam cenam, izteikti
sezonalam precém un pakalpojumiem, ka ari bez
degvielas cenuietekmes), kasliecina pariespéjamam
ieksejas deflacijas perioda beigam. Vienlaicigi
janem véra bazes efekta ietekme jeb neliels cenu
pieaugums pret iepriekséjo periodu, kas radis daudz
lielaku pieaugumu gada griezuma, jo cenu limenis

tiks attiecinats pret iepriekséja gada kritumu.
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is significant for further development of the
domestic consumption. The price increase was
mainly observed in the goods sector: the prices in
December (as compared to the respective period
of the previous year) increased by 4.3%, while the
prices in the service sector continued decreasing by
1.2%.

The main factor influencing the price level
fluctuations in 2010 was the external environment
or the fact that the prices were determined by
the international financial market; therefore the
major part of the consumer price increase may be
attributed not only to Latvia but also to other EU
countries. Thus the competitiveness of Latvia has
not decreased as compared to the foreign trade

partners, where the prices are still on a higher level.

The MF forecasts increase of core inflation (inflation
excluding administratively regulated prices, typical
seasonal goods and services, as well as excluding the
influence of fuel prices), that indicates the possible
end of internal deflation period. The influence of the
base effect or slight increase of prices as compared
to the preceding period shall be taken into account,
which will cause much larger annual increase since
the price level will be attributed to the decline in the

preceding year.



Bezdarba limenis (attieciga perioda beigas, % no
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2010. gada tresaja ceturksni
nodarbinatibas un bezdarba
raditaji bija uzlabojusies gan
ceturksna, gan gada griezuma,
kas iezimé darba tirgus pozitivas
parmainas.

In the third quarter of 2010 the
employment and unemployment
indicators had improved that
marked positive changes in the
labour market.

Nodarbinatiba

Ievérojams  bezdarbnieku skaita pieaugums
bija vérojams visa 2009. gada laika, sasniedzot
maksimumu 2010. gada marta, kad valstiregistréto
bezdarbnieku ipatsvars no ekonomiski aktivajiem

iedzivotajiem sasniedza 17,3%.

Sakot ar aprili, bezdarba raditaji saka uzlaboties,
un turpmak bija novérojams bezdarba limena
pakapenisks kritums, ko izraisija gan ekonomiskas
aktivitates pieaugums un atsevisku nozaru
(galvenokart - uz eksportu vérsto) attistiba, gan
bezdarbnieka statusuzaudésana. 2010. gada oktobri
bezdarba limenis valsti samazinajas lidz 14,3%, kas

palika gandriz nemainigs lidz 2010. gada beigam.

Jau 2010. gada tresaja ceturksni nodarbinatibas un
bezdarba raditaji bija uzlabojusies gan ceturksna,
gan gada griezuma, kas iezimé darba tirgus pozitivas
parmainas. Lidz ar to var uzskatit, ka sakusies darba
tirgus pakapeniska atveselo$anas péc divu gadu
pastavigas nodarbinatibas raditaju pasliktinasanas.
Tacu japiebilst, ka turpmaka $1 procesa pozitiva
attistiba ir atkariga no valsts ekonomiskas
aktivitates talakas wuzlabo$anas, ko, savukart,
ietekmé ari Latvijas tirdzniecibas partnervalstu

tautsaimniecibu attistiba.
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Unemployment

Considerable increase in the number of unemployed
was observed throughout 2009 and reached its
maximum in March 2010, when the proportion of
unemployed registered in the country against the

economically active population was 17.3%.

As from April the unemployment indicators started
improving, and thereafter gradual decline of the
unemployment level was observed, which was
caused by increase in the economic activity and
development of particular industries (mainly export
oriented), as well as lapse of status of an unemployed
person. In October 2010 the unemployment level
in the country decreased to 14.3% and remained in
this level until the end of 2010.

Alreadyin the third quarter of 2010 the employment
and unemployment indicators had improved both
from the quarterly and annual perspective that
marked positive changes in the labour market.
Therefore it may be considered that a gradual
recovery of the labour market has commenced after
two year continuous decline of the employment
indicators. However, it should be stated that further
positive development of the above process depends
onthe furtherimprovement of the economicactivity
of the country, which, in its turn, is influenced also
by the development of national economies of the

trade partner states of Latvia.
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2010. gada turpinaja palielinaties
latu likviditate, samazinaties
procentu likmes un pieaugt
tirgus dalibnieku parlieciba par
finansu tirgus stabilitati un
veiksmigo attistibu nakotne.

During 2010 the liquidity in the
lats market continued increasing,
the interest rates continued
decreasing, and the confidence
of the market participants in

the stability and successful
development of the financial
market in future grew.

Maksajumu bilance

2010. gada 3. ceturksni saglabajas pozitivs Latvijas
maksajumu bilances tekosa konta saldo (37 milj.

latu jeb aptuveni 1% no prognozéta IKP).

Pozitivi vértéjams tas, ka tekosa konta saldo tuvu
sabalansétam notur produktivitates kapums
apstrades rupnieciba, nodrosinot konkurétspéjas
uzlabosanos un eksporta pieaugumu. Tas ir
ilgtspéjigu attistibu veicinoss faktors atskiriba no
iemesliem, kuri noteica teko$a konta uzlabo$anos
iepriekséjos periodos (arvalstu tieso investiciju
uznémumu zaudé&jumi vai patérina krituma izraisits

importa samazinajums).

Procentu likmes

2010. gada pirmajos tris ceturksnos, pateicoties

ekonomikas pozitivajam tendencém un
makroekonomikas datu uzlabojumiem, ieksgja
finandu tirga bija vérojama lielaka stabilitate.
Turpinaja palielinaties latu likviditate, samazinaties
procentu likmes un pieaugt tirgus dalibnieku
parlieciba par finansu tirgus stabilitati un veiksmigo

attistibu nakotné.

Par augsto latu likviditati iekséja finansu tirga
liecina ari fakts, ka 2010. gada ir notikusas tikai tris
refinansésanas operaciju izsoles LB par nelieliem

apjomiem, bet mijmainas darijjumu izsoles nav
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Balance of Payments

In the third quarter of 2010, the current account
of Latvia’s balance of payments remained in
surplus (37 million lats or approximately 1% of the
forecasted GDP).

A positive development is the fact that an increase
in productivity in manufacturing keeps the current
account close to balance at this stage, ensuring
improved competitiveness and expanding exports.
Unlike the reasons underlying the current account
improvement in the previous periods (losses of
foreign direct investment companies or declining
imports caused by a fall in consumption), it is a

sustainability-promoting factor.

Interest Rates

During the first three quarters of 2010 more stability
was observed in the domestic financial market due
to the positive trends in economy and improvement
of macroeconomic data. The liquidity in the lats
market continued increasing, the interest rates
continued decreasing, and the confidence of the
market participants in the stability and successful

development of the financial market in future grew.

The high liquidity of lats in the domestic financial
market is proven also by the fact that only three

refinancing auctions for small amounts have been
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notikusas jau kops 2009. gada 30. oktobra.
2010. gada 4. augusta LB samazinaja noteikto
refinansésanas pamatlikmi lidz 3,5% un turpinaja
pakapeniski samazinat ari obligato rezervju normu,

lai aktivizétu komercbanku darbibu.

Nemot véra ierobeZoto iedzivotaju un uznémumu
maksatspéju un ar to saistitos kavétos kreditu
maksajumus, ki ari komercbanku kreditu
izsniegSanas politikas izmainas, majsaimniecibam
un uznémumiem pieejamo kreditresursu apjoms
komercbankas tika ierobeZots, tadéjadi mazinot

tautsaimniecibas attistibas iespéjas.

Virziba uz Mastrihtas kritériju
izpildi

Latvijas Konvergences programma
2009. - 2012. gadam un Latvijas ekonomikas
stabilizésanas un  izaugsmes  atjaunosanas
programma, ka ari vienoSanas ar SVE EK un
citiem starptautiska aiznémuma programmas
dalibniekiem paredz virzibu uz Mastrihtas kritériju

izpildi un eiro ievieSanu 2014. gada.

Nemot véra noteikto meérki ieviest eiro 2014. gada
1. janvari, regulari tiek novértéta Latvijas atbilstiba
Mastrihtas kritériju prasibam. 2010. gada vairaki
raditaji atbilda noteiktajiem Mastrihtas kritérijiem.
Visparéjas valdibas budZeta bilances un valsts

vértspapiru ilgtermina procentu likmju raditaji
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held in the BoL in 2010, while the swap auctions
have not been held since 30 October 2010 at all. On
4 August 2010 the BoL decreased the refinancing
rate to 3.5% and continued gradual decrease also of
the mandatory reserve ratio in order to activate the

operations of commercial banks.

Considering the limited solvency of population and
enterprises and the related delayed loan payments,
aswellasthe changesto the commercialbanklending
policy, the amount of credit resources available
to households and enterprises in the commercial
banks was limited, thus reducing the possibilities

for development of the national economy.

Progress to Performance of the
Maastricht Criteria

The Convergence Program of the Republic of
Latvia 2009 — 2012 and the Economic Stabilisation
and Growth Revival Program of Latvia, as well
as agreements with the IMF, the EC and other
participants of the international loan program
prescribe for the progress towards the performance
of the Maastricht criteria and introduction of the
euro in 2014.

With respect to the set goal of introduction of the
euro as from 1 January 2014 the compliance of
Latvia with the requirements of the Maastricht

criteria is regularly assessed. In 2010 several
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neieklavas noteiktajas kritériju robezas, turpreti
gada vidéja inflacija bija zem pielaujama limena.
2010. gada

bijusi deflacija. Ari valsts

pirmajos  astonos  meénesos
pardda apjoms
2010. gada beigas pilniba atbilst Mastrihtas kritérija
noteiktajai robezai un nesasniedz 60% apjomu no
IKP. Nemot véra planotos pasakumus finansésanas
nepiecieSamibas nodrosinasanai, tiek prognozéts,
ka valdibas parads ari turpmakajos gados pilniba

ieklausies Mastrihtas kritérija noteiktajas robezas.

Japiebilst, ka LB, neskatoties uz svarstigo
valiutas poziciju latu tirga, ir nodrosinajusi lata
stabilitati un ta kursa svarstibu ierobezosanu
ieprieks noteikta koridora robezas pret eiro,
ievérojot stingru monetaro politiku un saglabajot
+/- 1% robezu no fikséta gramatvedibas kursa
1 EUR =0,702804 LVL.
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indicators complied with the set Maastricht criteria.
The general government budget balance and the
government securities’ long-term interest rate
indicators did not fit within the set limits of criteria,
while the annual average inflation was below the set
threshold. During 2010 Latvia faced deflation. The
amount of the government debt at the end of 2010
also completely complied with the limit specified in
the Maastricht criterion and was considerably lower
than 60% of the GDP. Considering the planned
measures for ensuring the financing requirement it
is forecasted that the government debt will remain
below thelimits specified in the Maastricht criterion

also during the next years.

It should be noted that irrespective of the unstable
foreign currency position in the lats market the
BoL has ensured the stability of the lats and limited
exchange rate fluctuations within the limits of the
previously determined corridor against the euro
through compliance with a steady monetary policy
and remaining within a +/- 1% corridor of the fixed
exchange rate of EUR 1 = LVL 0.702804.



Latvijas Republikas kreditreitings
Credit Rating of the Republic of Latvia

Latvijas kreditreitinga vésture ilgtermina
saistibam arvalstu valata

2010. gada reitingu limenos tapat ka visa

<21 >

In 2010 the rating levels like the entire economy

ekonomika paradijas pozitivas iezimes - showed positive traits: since February 2010 (S&P),
Latvia’s credit rating history for long-term
foreign currency obligations kops 2010. gada februara (S&P), marta March 2010 (Moody’s) and September 2010 (also
(Moody’s) un septembra (ari Fitch) reitingu Fitch) the rating agencies have set a stable outlook
A/ A2
agenturas  Latvijai ir noteikusas stabilu for Latvia, and at the end of the year, on 7 December
s nakotnes  vértéjumu, un gada  beigas, 2010, S&P even increased the credit rating of Latvia

BBB+/Baal

S&P ari

kreditreitingu (no BB) uz BB+ limeni.

7. decembri, paaugstindja Latvijas

Tomeér, lai ari dala reitingu agentaru bazu, kas tika

to BB+ level (from BB).

However, although part of the rating agency

concerns declared when downgrading the credit

SR i paustas, samazinot valsts kreditreitingu 2008. un rating of the country in 2008 and 2009 have not
2009. gada, nav istenojusas, reitingu agenturas, come true, the rating agencies, save Moody’s, still
o iznemot Moody’s, Latvijai vél joprojam saglaba maintain the rating of Latvia below the investment
i I— reitingu zem investiciju kategorijas. 2010. gada grade category. At the end of 2010 Latvia’s long-
BB/Ba2
52833583 358858°8S8 Reitinga notikumi 2010. gada

Rating Events in 2010

mmmm  Moody's Standard&Poor's

12. februaris: S&P paaugstina
outlook no negativa uz stabilu,
reitings saglabats BB limeni

mmmmm  Fitch mm— R&I
7. decembris: S&P

paaugstina reitingu no BB
uz BB+, outlook saglabats

stabils

Avots: Fitch, Moody’s, S&P, R&I

Source: Fitch, Moody’s, S&P, R&I 3. septembris: Fitch paaugstina

outlook no negativa uz stabilu,
reitings saglabats BB+ limeni

7 December: S&P upgrades the
rating from BB to BB+, outlook
maintained affirmed stable

31. marts: Moody’s paaugstina
outlook no negativa uz stabilu,
reitings saglabats Baa3 limeni

12. februaris: R&I saglaba reitingu
BB+ limeni (outlook negativs)

12 February: S&P increases the
outlook from negative to stable,
rating affirmed on the BB level

3 September: Fitch increases
the outlook from negative to
stable, rating affirmed on the
BB+ level

31 March: Moody’s
increases the outlook from
negative to stable, rating

12 February: R&I maintains affirmed on the Baa3 level

rating at the BB+ level (outlook

> Avots: Valsts kase
negative)

Source: the Treasury



2010. gada reitingu limenos
tapat ka visa ekonomika
paradijas pozitivas iezimes,
reitingu agenturas ir noteikusas
stabilu nakotnes vértéjumu un
S&P ari paaugstinaja Latvijas
kreditreitingu.

In 2010 the rating levels like the
entire economy showed positive
traits: the rating agencies have
set a stable outlook, S&P even
increased the credit rating of
Latvia.

beigas Latvijas kreditreitings ilgtermina saistibam
arvalstu valuta bija BB+ (Fitch), BB+ (S&P) un Baa3
(Moody’s) ar stabilu nakotnes vértéjumu (outlook)

no visam agentaram.

Latvijas kreditreitingu kops 2008. gada nosaka ari
Japanas reitingu agentara R&I. Ar R&I sadarbiba
tika uzsakta 2008. gada beigas, kad Latvija véléjas
izpétit Japanas investoru interesi un Latvijas
delegacija, kura bija parstavji no FM, Valsts kases,
LB un citam Latvijas institucijam, devas vizité uz
Japanu. Japanas reitingu agenttras R&I reitings
ir vienigais, kam saglabats negativs nakotnes
novértéjums. Tas noteiktais kreditreitings ir BB+

limeni.

Agentiras, paaugstinot valsts kreditreitinga
nakotnes vértéjumu lidz stabilam, noradija uz
ekonomiskas izaugsmes atjauno$anos salidzino$i
isa laika, ievérojamu fiskalo konsolidaciju, valatas
kursa stabilitates nodrosinasanu un finansu sektora

stabilitates atjauno$anos.
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term foreign currency credit rating was BB+ (Fitch),
BB+ (S&P) and Baa3 (Moody’s) with a stable outlook

from all the agencies.

Since 2008 Latvia’s credit rating has been set also
by the Japanese rating agency R&I. The cooperation
with R&I commenced at the end of 2008, when
Latvia intended to explore the interest of Japanese
investorsand the Latvian delegation, whichincluded
also representatives from the MF, the Treasury, the
BoL and Latvian institutions, visited Japan. The
rating of the Japanese rating agency R&l is the only,
which maintained a negative outlook in 2010. The

credit rating assigned by it is at the BB+ level.

Upon increasing the credit rating outlook of the
country to stable the agencies pointed at the revival
of economic development in a comparatively short
period of time, the considerable fiscal consolidation,
ensuring the stability of the currency exchange rate
and resumption of the stability of the financial

sector.



Reitingu agentura

S&P
(2010. gada 12. februari)

Moody’s
(2010. gada 31. marta)

Fitch
(2010. gada 3. septembri)

Reitingu agentuara

S&P
(2010. gada 7. decembri)

Rating agency

S&P
(12 February 2010)

Moody'’s
(31 March 2010)

Fitch
(3 September 2010)

Rating agency

S&P
(7 December 2010)
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Nakotnes vértéjuma nomainas argumenti

—valdibas ieviestas reformas;

—pasakumi budzeta deficita samazinasanai;

— ekonomisko raditaju uzlabojumi un algu samazinajumi, kas veicinas eksporta un tekosa
konta saldo uzlabosanos.

— Latvijas ekonomikas stabilizacija;

—recesijas grutaka posma parvarésana un devalvacijas riska mazinasanas;
—labaka budzeta izpilde — mazaks deficits;

—banku sektora atbalstam bija vajadzigs mazak lidzeklu neka prognozéts;
—laba likviditates situacija.

—finansu un ekonomiskas situacijas uzlabosanas Latvija;
—valsts aréjas likviditates raditaju pozitivas tendences;
—makroekonomisko raditaju uzlabosanas;

—veiksmigi istenotie budZeta konsolidacijas pasakumi.

Reitinga nomainas argumenti

—ekonomikas sabalansétibas pazimes, konkurétspéjas uzlabosanas;

—par spiti 2009./ 2010. gada recesijai parada limenis saglabajies méreni zema limeni;
—pasakumu budZeta deficita samazinasanai turpinasana;

— tekos$a konta parpalikums.

Arguments for future change of rating

- reforms implemented by the government;

- measures to reduce deficit;

- improvement in indicators and wage cuts, which will promote export and improvement
of current account balance.

- stabilisation of Latvia’s economy;

- overcoming the hardest stage of recession and decline in devaluation risk;
- better budget performance —lower deficit;

- less funds were necessary for support of the banking sector;

- good liquidity position.

- financial and economic stabilisation in Latvia;

- positive tendencies in the state’s external liquidity;

- improvement of macroeconomic indicators;

- successful implementation of budget consolidation measures.

Arguments for change of rating

features of the balanced position of economy, improvement of competition;

in spite the recession of 2009/2010 the debt ratio stayed on a reasonably low level;
- continuation of measures for decrease of budget deficit;

current account surplus.



Latvijas un citu Eiropas valstu reitingu izmainas
2009. un 2010. gada (Moody’s)

Changes in ratings of Latvia and other European
countries in 2009 and 2010 (Moody’s)
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Avots: Moody’s, Valsts kase, uz 2010. gada beigam.
Source: Moody’s, the Treasury, as of end of 2010.

Péc daudzajiem reitinga samazinajumiem 2009.
gada ari citam Eiropas valstim, kas tuvas Latvijai
geografiski vai ekonomiskas attistibas zina:, tapat

ka Latvijai izmainu reitingos 2010. gada bija maz.

Gada beigas Latvijas kreditreitinga noveértéjuma
limenis butiski atskiras no tuvakajam kaiminvalstim
— Lietuvas un Igaunijas, kas pirms krizes bija loti
lidziga limeni ar Latviju. Latvijai jacensas péc
iespéjas mazinat atskiribas starp tas un Lietuvas,

Igaunijas kreditreitingu limeniem.

Lai nodro$inatu koordinéta un saskanota viedokla
sniegSanureitinguagentaramunpilniguunobjektivu
informaciju par notikumiem valsti, 2010. gada
11. janvari izveidota darba grupa sadarbibas
uzlabosanai ar starptautiskajam kreditreitingu
agenturam, kuras galvenais uzdevums 2010. gada

bija pilnveidot sadarbibu ar reitingu agentiaram.

1 Seit tiek analizétas reitinga izmainas $adam valstim: Baltijas valstim (Latvijai, Lietuvai, Igaunijai),
citam jaunajam ES dalibvalstim ar lidzigu ekonomikas attistibas limeni (Bulgarijai, Rumanijai,
Ungarijai), Eirozonas valstim ar zemu kreditreitingu (Griekijai), ne-ES valstim, geografiski tuvam un
reitinga zinam lidzigam Latvijai (Islandei, Horvatijai, Turcijai).
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After numerous decreases of rating in 2009, in 2010
also other European countries, which are close to
Latvia geographically or in terms of economic
development’, had few changes in ratings like

Latvia.

Attheend of theyearthelevel of Latvia’s creditrating
considerably differed from its closest neighbouring
countries — Lithuania and Estonia, which had been
on avery similar level to Latvia prior to crisis. Latvia
shall strive to decrease the difference between the
level of its credit ratings and those of Lithuania and

Estonia.

On 11 January 2010 a work team for improvement
of cooperation with international rating agencies
was formed in order to ensure rendering coordinated
and harmonised opinion to the rating agencies and
complete and objective information on the events
in the country, and its main task in 2010 was to

improve the cooperation with rating agencies.

1 Rating changes of the following countries have been analysed: the Baltic States (Latvia,
Lithuania, Estonia), other new EU Member States with similar economic development
level (Bulgaria, Romania, Hungary), the Euro zone countries with low credit rating
(Greece), non-EU countries that are geographically close and similar in terms of
economic development to Latvia (Iceland, Croatia, Turkey).



Centralas valdibas aiznemumi
Central Government Borrowing

Valsts konsolidéta budzeta finansiala bilance
2010. gada

Central government consolidated budget
financial balance in 2010

milj. latu /million, LVL
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Avots: Valsts kase
Source: the Treasury

Valsts budzeta izpildes tendences

Istenojot stingru fiskalo disciplinu, valsts budzeta

deficits 2010. gada bija mazaks neka planots.

Valsts konsolidéta budzeta ienémumi
2010. gada veidoja 3,8 mljrd. latu, izdevumi -
4,7 mljrd. latu, bet finansialais deficits 2010. gada
bija -911,7 milj. latu. Finansialais deficits 2010.
gada bija par 119,2 milj. latu mazaks neka likuma
»Par valsts budZetu 2010. gadam” noteiktais valsts
budZeta deficita apjoms, kuram pieskaititi ar
Saeimas atlauju palielinatas apropriacijas valsts

budzeta papildu izdevumi.

2010. gadavalstsbudZetaizpildes nodrosinasanaiun
valsts (centralas valdibas) parada parfinansésanai,
valsts budZeta izpildes cikla un saistibu izpildei
nepiecieSamas likvido naudas lidzeklu rezerves
nodros$inasanai tika veikti aiznémumi iekséja tirgu,
ka ari sanemti lidzekli starptautiska aiznémuma

programmas ietvaros.
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%ove&nment Budget Performance
rends

By implementing strict fiscal discipline central

government budget deficit in 2010 was smaller

than planned.

In2010 the central government consolidated budget
revenue reached 3.8 billion lats while expenditure
was 4.7 billion lats. Thus the financial deficit of
the central government consolidated budget was
-911.7 million lats which is 119.2 million lats below
the amount set in the annual state budget law 2010
with additional state budget expenses made on
the basis of the appropriation increased with the

parliament’s approval added to it.

In 2010 to insure the state budget performance
and refinancing of the state (central government)
debt, borrowings in the domestic market were
made, as well as funds from the international loan
program were obtained in order to comply with the
state budget performance cycle and obligations for

ensuring the necessary liquidity reserve.



Valsts vértspapiru pardotais apjoms sakotnéja
izvieto$ana 2010. gada

Primary placement of government securities in
2010

milj. latu /million, LVL
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Aiznémumi iekséja finansu tirgu:
Valsts kase pakapeniski atgriezas
pie garaka termina vértspapiru
izsolem

2010. gada vidu starptautiskd finandu tirgus
satr1c1na]umu un finansu sektora problému
rezultata, kas galvenokart saistitas ar sarezgijumiem
Griekijas un Irijas ekonomika, finansu tirgus
dalibnieki kluva piesardzigaki, ierobeZojot savas
investiciju stratégijas. Tomér Latviju tas ietekméja
pozitivi, jo ipasi gada otraja pusé, kad uzmaniba no
Baltijas valstu finan$u problémam tika pievérsta

citam Eiropas valstim.

2010. gada laika Valsts kase pakapeniski ir
samazinajusi paradzimju emisijas  biezumu
un apjomus. 2010. gada kopéjais neto valsts
vértspapiru emisiju apjoms samazinajas par 27,6
milj. latu péc nominala. Sesu un divpadsmit ménesu
paradzimju emisijas notika galvenokart ar mérki
uzturét vértspapiru tirgu un nodrosinat pietiekamu
ieguldijumu apjomu institucionaliem investoriem.
Piedavajums valsts vértspapiruizsolés tika orientéts
uzgarakaterminavalstsvértspapiriem, kassamazina
ar valsts iek$éjo paradu saistitos parfinansésanas
riskus un nodrosina parada apkalpo$anas izmaksu

fiksésanu relativi zemakos limenos.

No valsts iek$éja aiznémuma instrumentiem
2010. gada finansésanas nepieciesamibas segSanai

izmantotas istermina valsts iek$éja aiznémuma
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Borrowings in the Domestic
Financial Market: the Treasury
Gradually Returns to Longer Term
Securities Auctions

In the middle of 2010, as a result of international
financial market shock and financial sector
problems that were mainly related to problems in
the economies of Greece and Ireland, the financial
market participants became more cautious and
limited their investment strategies. However, that
had a positive impact on Latvia, especially during
the second half of the year, when the focus from the
financial problems of the Baltic States shifted to

other European peripheral countries.

During 2010 the Treasury gradually decreased the
frequency and scope of securities issues. The total
net decrease of government domestic securities’
issues in 2010 was 27.6 million lats according to
nominal. Treasury bills maturing in six and twelve
months were mainly issued with an aim to maintain
the securities’ market and ensure sufficient amount
of investments for institutional investors; the
demand of investors at the government securities’
auctions was oriented on securities of longer term,
which would decrease the refinancing risks related
to government domestic debt and ensure fixing of

debt servicing costs at a relatively lower levels.

The only central government domestic borrowing



Valsts iek$éja aiznémuma vértspapiri apgroziba
Government domestic securities outstanding
2009. gada beigas

End of 2009

milj. LVL; % no kopsummas/million LVL; % of total

214 192 182 125 78 32
26% 23% 22% 15% 10% 4%
3 ménesu 5 gadu
- 3 month - 5 year
6 ménesu 10 gadu
- 6 month - 10 year
1 gada 11 gadu
1 year 11 year

2010. gada beigas
End of 2010

milj. LVL; % no kopsummas/million LVL; % of total

242 214 138 60 59 51 32
31% 27% 17% 8% 7% 6% 4%
6 ménesu 3 gadu 11 gadu
- 6 month - 3 year 11 year
1 gada 5 gadu
1 year - 5 year
2 gadu 10 gadu
- 2 year - 10 year

Avots: Valsts kase
Source: the Treasury

paradzimes ar dzéSanas terminu tris, se$i un
12 meénesi, ki ari vidéja termina valsts iekséja
aiznémuma obligacijas ar dzésanas terminu divi, tris

un pieci gadi.

Pozitivu efektu uz latu parada profila pagarinasanu
2010. gada radija starptautiska aiznémuma
programmas apgusana, kas jau gada sakuma
lava atteikties no isdka termina (tris ménesu)
paradzimju emisijas un péc katras nakamas
aiznémuma dalas sanems$anas nostiprinaja
investoru parliecibu par tirgus stabilitati,
laujot pariet uz garaka termina (seSu un

12 ménesu) paradzimju emisiju.

2010. gada otraja ceturksni péc pozitivu

makroekonomikas datu publicéSanas ievérojami

palielinajas investoru uzticibas limenis.

Pieauga ari interese par vidéja termina obligacijam,
tadel paradzimju piedavatais apjomsun biezums tika
samazinats, Valsts kasei parsvara koncentréjoties

uz vidéja termina obligaciju emisiju.

Valsts kases piedavajuma orientésana galvenokart
uz garaka termina vértspapiriem samazinaja ar
valsts iek$éjo paradu saistitos parfinansé$anas
riskus un nodros$inaja parada apkalposanas izmaksu
fiksésanu (ipasi gada otraja pusé) vésturiski
zemakajos limenos.

Latu procentu likmes ieksgja tirga gada laika

ir piedzivojusas strauju kritumu, pieméram,

seSu  meéneSu  valsts paradzimju likmes
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instrument used for covering 2010’s financing
requirement were issues of short-term domestic
Treasury bills maturing in three, six and twelve
months, as well as mid-term domestic Treasury

bonds maturing in two, three and five years.

Use of the international loan program had a
positive effect on the prolongation of the lats debt
profile in 2010 and allowed to give up issue of
short-term (three month) Treasury bills already at
the beginning of the year, and after receipt of each
successive tranche secured the investor confidence
in the market stability, thus allowing transfer
to issues of longer term (six and twelve month)

Treasury bills.
During the second quarter of 2010, after publishing

of positive macroeconomic data, the level of

confidence of the investors considerably increased.

Also the interest in mid-term bonds increased;
therefore the amount and frequency of offered
short-term Treasury bills was decreased, and the

Treasury mainly focused on the issues of mid-term

bonds.

Orientation of the offer of the Treasury mainly
on longer term securities reduced the refinancing
risks related to the government domestic debt and
ensured fixing of debt servicing costs (especially
during the second half of the year) at the historically

lowest levels.

The lats interest rates in the domestic market have



Valsts vértspapiru konkuréjosajas izsoles
noteiktas vidéjas svértas procentu likmes
Average weighted interest rates at the
competitive auctions of government domestic
securities
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samazinajusas no 9,2% lidz 0,909%, bet
12 meéne$u paradzimju likmes samazinajusas no
10,2% lidz 1,492%. 2010. gada iekséja aiznémuma
vértspapiru izsolés tika sasniegtas veésturiski
zemakas vértspapiru pelnas likmes — 0,808% sesu

méne$u paradzimém (24. novembri).

Vietéja finansu tirgus stabilitates veicinasana
pozitivi ir ietekméjusi ari starpbanku naudas
tirgus darijumus, kur RIGIBOR procentu
likmes sasniedza vésturiski zemakos limenus
un tadéjadi samazindja privatajam sektoram
pieejamo finansu resursu cenu latos. Pieméra,
12 ménesu RIGIBOR likme no 10,72% gada sakuma

samazinajas lidz 2,24% gada beigas.

Valsts istermina paradzimju likmes samazinajas
vienlaicigi ar naudas tirgus likmém, dazubrid gada

otraja puseé pat atrodoties zem RIGIBID limena.

Otraja pusgada samazindjas ari vidéja un
ilgtermina latu vertspapiru likmju starpiba
pret EUR SWAP likmém - par aptuveni
150 b.p.

2010. gada beigas latu procentu likmes atradas
vesturiski zemakaja limeni, atseviskiem terminiem
lata likmes ir zem eiro likmju limena. Nemot véra,
ka likviditates apjoms latu tirga turpina saglabaties
augsta limeni, tuvakajos ménesos nevar prognozét

strauju latu procentu likmju pieaugumu.

Piedavajuma seguma proporcija konkuréjosajas

daudzcenuizsolés gadalaikalielakoties bija augstaka
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faced rapid decline during the year, e.g. the rates of
6-month government bonds decreased from 9.2%
to 0.909%, and the rates of 12-month government
bills decreased from 10.2% to 1,492%. In 2010
the historically lowest securities’ interest rates —
0.808% for 6-month Treasury bills were reached
(24 November).

Facilitation of the stability of the domestic financial
market had a positive impact also on the interbank
money market transactions, where the RIGIBOR
rates reached the historically lowest levels and
consequently decreased the price of financial
resources in lats available to the private sector. For
example, the 12-month RIGIBOR rate decreased
from 10.72% at the beginning of the year to 2.24%
at the end of the year.

The interest rates of the government short-term
Treasury bills decreased concurrently with the
money market interest rates, and were even below
the RIGIBID level at times during the second half
of the year.

During the second half of the year the difference
between interest rates of the mid-term and long-
term securities in lats against the EUR SWAP rates
decreased by approximately 150 BPS.

At the end of 2010 the lats interest rates were at the
historically lowest level, and for certain maturity
periods the lats interest rates are below the euro
rate level. Considering the fact that the liquidity in
the lats market remains on a high level, no rapid

increase of lats interest rates may be forecasted
during the first half of 2011.



Ses$u un 12 ménesu paradzimju pelnas likmes un
attiecigas RIGIBID un RIGIBOR likmes

Six and 12 months Treasury bills interest rates
and the respective RIGIBID and RIGIBOR rates
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parviens, t.i., pieprasijumsparsniedzapiedavajumu -
reizém pat 5-6 reizes. Vidéji piedavajuma seguma
proporcija istermina un vidéja/ ilgtermina latu

vértspapiriem neatskiras.

Komercbankas tradicionali bijusas galvenas valsts
iek$éja aiznémuma vértspapiru investores. Ari2010.
gada to ieguldijumi saglabajusi stabilu ipatsvaru

apgroziba esos$o valsts vértspapiru apjoma.

Pozitivi uzsver institucionalo iegulditaju (pieméram,

pensiju fondu) apnemsanas pastavigi veikt

ieguldijumus Latvijas valsts paradzimes.

Aiznémumi aréeja
finansu tirgu

Starptautiska aiznémuma
programma

2008. gada beigas Latvijas valdiba lema versties
péc finansiala atbalsta pie starptautiskajiem
aizdevéjiem, kam par iemeslu bija globala finansu
ierobezota finansu resursu

krize, Latvijas

pieejamIba un valsts sniegtais likviditates atbalsts

banku

Par finansu

stabilize$anas

atbalsta

sektora pasakumiem.

sniegSanu  Latvijai
7,5 mljrd. eiro apmera 2008. gada decembra beigas
vienojas EK, SVF, Pasaules Banka, ERAB un vairakas

ES dalibvalstis.

2010. gada beigas no starptautiskajiem aizdevéjiem
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The bid-to-cover ratio in the competitive multi-price
auctions during the year was mainly above one, i.e.
the demand exceeded the supply — sometimes even
5-6 times. The average bid-to-cover ratio for short-

term and mid-/long-term lats securities did not
differ.

Traditionally, commercial banks have been the
main investors in government domestic securities.
Also in 2010 their

stable proportion in the amount of outstanding

investments maintained

government domestic securities.

Positivefeedback shouldbegiventothe commitment
of institutional investors (e.g. pension funds) to
continue investments in Latvian government
securities.

Borrowings in the External
Financial Market

International Loan Program

At the end of 2008 due to the global financial crisis,
Latvia’s limited financial resource availability and
the liquidity support provided by the government
for the banking sector stabilisation the government
of Latvia decided to request financial loan from
the international lenders. At the end of December
2008, the EC, the IMF, the World Bank, the EBRD
and several EU Member States agreed on provision
of financial loan to Latvia in the amount of 7.5

billion euros.



Divu, tris un piecu gadu obligaciju pelnas likmes
un attiecigas EUR SWAP likmes

Interest rates of two, three and five year Treasury
bonds and the respective EUR SWAP rates
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Pozitivi jaatzimé institucionalo
iegulditaju apnemsanas pastavigi
veikt ieguldijumus Latvijas valsts
paradzimeés.

Positive feedback should be given

to the commitment of institutional
investors to continue investments in
Latvian government securities.
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Valsts vértspapiru sakotnéjas tirdzniecibas aktivitate konkuréjosajas daudzcenu izsoles

Activity of primary market of government securities in the competitive multi-price auctions

milj. latu /million, LVL
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starptautiska aiznémuma programmas ietvaros
sanemti aizpémumi 4,4 mljrd. eiro apmeéra un
noslégti ligumi ar Ziemelvalstim (Daniju, Igauniju,
Norveégiju, Somiju un Zviedriju) par aiznémuma
iespéjul,9mljrd. eiro apmeéra (finanséjums pieejams
lidz 2011. gada beigam). Kaut arl no programmas
lidzekliem bez Ziemelvalstu dalibas 2011. gada
vel ir pieejami 1,2 mljrd. eiro, 2011. gada netiek
planoti turpmaki aiznémumi programmas ietvaros,
iznemot Pasaules Bankas pédéjo aizdevuma dalu

100 milj. eiro apmeéra.

Linears (Piedavajuma seguma proporcija (pa labi))
Linear (Bid-cover Ratio (on the right))

Avots: Valsts kase
Source: the Treasury

At the end of 2010 loans amounting to 4.4 billion
euros were borrowed from the international
lenders within the scope of the international loan
program and agreements on the borrowing option
amounting to 1.9 billion euros were made with
the Nordic countries (Denmark, Estonia, Norway,
Finland and Sweden) (the financing is available until
the end of 2011). Although there are 1.2 billion
euros still available from the program funds apart
from the aid provided by the Nordic countries, no

further borrowings within the program are planned



Valsts iek$éja aiznémuma vértspapiru investoru
struktuara otrreizéja tirga

Government domestic securities investors in the
secondary market

milj. latu /million, LVL

1000

I I o v Vv VI VI VI IX X XI XII

2010

Kreditiestades
Credit institutions

- Paréjie rezidenti
Other residents

Nerezidenti

Clients - non residents
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Kops programmas sakuma 2008. gada Latvija
pieprasijusi mazak finanséjuma, neka bija pieejams.
Tas saistits ar Latvijas ekonomikas stabilizésanos,
ka ari fiskalas situacijas un likviditates uzlabosanos.
2010. gada otraja pusé sarukusi ari atskiriba,
par kadu Latvija var aiznemties no atseviskiem
starptautiskiem aizdevéjiem un par kadu
Latvija varétu potenciali aiznemties publiskajos
starptautiskajos finansu tirgos. Tasrada salidzinosas
prieksrocibas aiznémumiem publiskajos
starptautiskajos finansu tirgos. Lidz ar to turpmaki
aiznémumi programmas ietvaros javérté konteksta
ar iespéjam aiznemties publiskajos starptautiskajos
finansu tirgos. Papildus janem véra starptautiska
aiznémuma programmas aiznémumu ietekme uz
parada atmaksas grafiku, jo SVF aizdevuma dala
ir jasak atmaksat jau 2014. un 2015. gada, kad ir
salidzinosi liela noslodze uz parada atmaksas profilu

vidéja termina.
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in 2011, save the last portion of the loan from the

World Bank amounting to 100 million euros.

As from the beginning of the program in 2008 Latvia
has requested less financing as available. That was
due to the stabilisation of Latvia’s economy, as well
as improvement of the fiscal situation and liquidity.
During the second half of 2010 the difference
of borrowing costs for Latvia’s borrowings from
particular international lenders and borrowings
from the public international financial markets
decreased. That ensures comparative advantage for
borrowings from the public international financial
markets. Therefore further borrowings within the
program shall be assessed from the perspective
of ability to borrow from the public international
financial markets. Additionally, the influence of
borrowings within the international loan program
on the debt repayment schedule shall be considered,
since the repayment of the loan from the IMF shall
be started already in 2014 and 2015, when there
will be comparatively large load on the mid-term

debt repayment profile.

Turpmaki aiznémumi
programmas ietvaros javeérteée

konteksta ar iespéjam aiznemties
publiskajos starptautiskajos
finansu tirgos.

Further borrowings within the
program shall be assessed from the
perspective of ability to borrow
from the public international
financial markets.




Latvijas emitéto eiroobligaciju pelnas likmes
otrreizéja tirga virs EUR SWAP

Latvia’s Eurobond yields in the secondary
market
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Kopéja finanséjuma tabula no starptautiskajiem aizdevéjiem*

Total financing provided by the international lenders*

Sanemtais finansialais atbalsts/ Pieejamais finanséjums/
milj. EUR/million EUR Received financial aid Available financing
Gads/ Year
Aizdeveéjs/
Financial KOPA/
lender 2008 2009 2010 2011 TOTAL
ES/EU 2200 700 200 3100
UL Le 600 200 300 600 1700
Pasaules Banka/ World Bank 200 100 100 400
ERAB/ EBRD 100 100
Ziemelvalstis /
Nordic Countries™ 1900 1900
Cehijas Republika, Polija/
Czech Republic, Poland 300 300
Kopa/ Total 600 2700 1100 3100 7 500
Sanemts lidz 2010. gada beigam:
Received by the end of 2010: 4 400
* summas noapalotas uz augsu / The amounts are rounded up
** noslegts ligums par aiznemsanas iespéju lidz 2011. gada beigam / an agreement made on the borrowing option until the end of 2011
Avots: Valsts kase
Source: the Treasury
Aiznémumi no Loans from EIB and CEB
EIB un EPAB
On 30 October 2008 the Minister of Finance signed
2008. gada 30. oktobri finansu ministrs an agreement with the EIB on the loan for ensuring

parakstija ligumu ar EIB par aizdevumu ES state budget co-financing for the EU structural

s i Kehesee feda e fund and Cohesion -fund pr?]ects during the 2007
Ists budseta lidzfi . drosinas ) — 2013 programming period. On 26 February
Voo PUOESA TTaTnansqiina - nogrosinasand 2009 the agreement amount was increased to 750

2007. - 2013. gada programmeésanas periodam. million euros, 225 million euros whereof have been

Liguma summa 2009. gada 26. februari tika received. According to the agreement the deadline

palielinata lidz 750 milj. eiro, no kuriem sanemti for submission of the loan disbursement request is
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225 milj. eiro. Atbilstosi ligumam aizdevuma
izmaksas pieprasijuma iesniegSanas termin$ ir
2011. gada 30. oktobris un nakamo aizdevuma dalas
izmaksu, kas nedrikst parsniegt 150 milj. eiro, butu
iespéjams pieprasit, sakot ar 2011. gadu. Tadéjadi,
nemot véra Valsts kases aiznems$anas stratégiju
vidéjam terminam, aiznémums no EIB uzskatams

ka papildu resursu piesaistisanas iespéja.

2009. gada 30. aprili Latvija parakstija ligumu ar
EPABprojektulidzfinansésanaiizglitibas, pilsétvides
un lauku vides sakartosana 50 milj. eiro apjoma.
Ir sanemta pirma aizdevuma dala - 25 milj. eiro.
Lémumi par turpmaku aiznémuma izlietojumu tiks
pienemti péc ieprieks sanemto lidzeklu izvietojuma
informacijas iesniegSanas bankai, kas javeic lidz

2011. gada beigam.

Latvijas kreditriska novértéjums
finansu tirgos

Valsts CDS limenim ir batiska loma Latvijas jaunu
aizdevumu resursu cenas noteik$ana no investoru
puses, Ipa$i, nemot véra Latvijas eiroobligaciju
relativi zemos tirdzniecibas apjomus. Valsts CDS
limenisietver tirgus gaidas par kreditriskaizmainam
nakotné, ka ari loti atri reagé uz iek$politiskajiem

notikumiem.

2010. gada Latvijas finansu situacijas stabilizacija

un  kreditreitinga  pieaugums  atspogulojas
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30 October 2011, and the next tranche, which shall
not exceed 150 million euros, may be requested as
from 2011. Therefore, considering the mid-term
borrowing strategy of the Treasury, the loan from
the EIB shall be deemed as the additional resource
attraction possibility.

On 30 April 2009 Latvia signed an agreement
with the CEB on the co-financing of projects in the
educational sphere, improvement of city and rural
infrastructure for the total amount of 50 million
euros. The first portion of the loan amounting to 25
million euros has already been received. Decisions
on further use of the loan will be taken after
submission of the information on the allocation of
the previously received funds to the bank by the end
of 2011.

Latvia’s Credit Risk Assessment in
Financial Markets

Latvia’s CDS trading level’s has a significant role
in determening price for new loan resources by
investors, especially considering the relatively low
volumes of Eurobond trading. The state CDS trading
level includes market expectations with respect to
future credit risk changes as well as provides a very

fast response to the domestic policy events.

The stabilisation of the financial situation and
increase of creditrating of Latviain 2010reflected on
the secondary trading levels of Latvia’s Eurobonds,
as well as on Latvia’s CDS levels. In 2010 the



Latvijas CDS pelnas liknes izmainas (2010. gada
1. janvari un 2010. gada 14.decembri)

Changes in Latvia’s CDS yield curve
(on 1 January 2010 and 14 December 2010)
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Kops 2010. gada sakuma Latvijas
CDS samazinajas par 50% un
2010. gada beigas atradas zem
300 b.p. robezas.

Latvia’s CDS decreased by 50% as
from the beginning of 2010 and
was below the 300 BPS level at
the end of 2010.

Latvijas eiroobligaciju otrreizéjos tirdzniecibas
limenos, ka ari Latvijas CDS kotaciju limenos.
2010. gada Latvijas eiroobligaciju pelnas likmes
otrreizéja tirga virs EUR SWAP turpinjja
samazinaties, gada beigas nokritot lidz 200-250 b.p.

Sakara ar kopéjo  situacijas  uzlabosanos
starptautiskajos un iekséja tirga, ko veicinaja valsts
budzeta izdevumu konsolidacijas un ekonomikas
stimulésanas pasakumi, IKP pieauguma atgriesanas
un kopéja paaugstinata latu likviditate vietéja tirgu,
kops 2010. gada sakuma Latvijas CDS samazinajas
par 50% un 2010. gada beigas atradas zem 300 b.p.

robezas.

Latvijas CDS limena samazinajums un ta
pietuvinasanas lidziga kreditriska grupas valstu
limenim lauj secinat, ka Latvijas valsts potencialas
aiznems$anas izmaksas starptautiskaja tirga butu

atbilstosas citam lidziga kreditriska valstim.

Latvijas CDS limena samazinajums kops 2010.
gada sakuma bijis viens no straujakajiem starp
jaunattistibas valstim (tas bijis vél lielaks tikai
Ukrainai), tadéjadi apliecinot tirgus dalibnieku

uzticibas paaugstinasanos Latvijas kreditspéjai.

Salidzinot Latvijas CDS termin-struktaras izmainas
kops 2010. gada sakuma, svarigi atzimét, ka
Latvijas istermina kreditriska novértéjums vairs
nav augstaks ka ilgtermina kreditriska novértéjums,
kas apliecina valsts veikto ekonomikas un finansu

sektora stabilizé$anas pasikumu pozitivo ietekmi.

< 34 >

Latvia’s Eurobond spreads in the secondary market
over EUR SWAP continued decreasing, reaching
200-250 BPS at the end of the year.

Due to overall improvement of the situation in
the international and domestic markets that
was facilitated by the state budget expenditure
consolidation and economy stimulation measures,
return of the GDP growth and the overall increased
lats liquidity in the domestic market Latvia’s CDS
decreased by 50% as from the beginning of 2010
and was below the 300 BPS level at the end of 2010.

Decrease of Latvia’s CDS level and its approaching
the level of the group of countries of similar credit
risk allows concluding that the potential borrowing
costs of Latvia in the international market would

correspond to other countries of similar credit risk.

Decrease of Latvia’s CDS level since the beginning
of 2010 was one of the most rapid among the
emerging market countries (it was more rapid
only in the Ukraine), thus confirming the increase
of the confidence of market participants in the

creditworthiness of Latvia.

Upon comparing Latvia’s CDS term-structure
changes since the beginning of 2010 it is essential
to mention that Latvia’s short-term credit risk
assessment is not higher than the long-term credit
risk assessment, which proves the positive impact
of the economy and financial sector stabilisation

measures implemented by the government.



Valsts iek$éja un aréja parada ipatsvars kopéja
parada, %

Proportion of the government domestic and
external debt in the total debt, %
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Ar12011. gada Valsts kase
turpinas regularos komunikacijas
pasakumus ar investoriem.

The Treasury will continue
further regular communication
with the investors also in 2011.

Informacijas nodrosinasana
finansu tirgus dalibniekiem un
investoriem

Turpinot 2009. gada iesakto komunikaciju ar
investoriem klatieneé (2009. gada decembri
Latvijas delegacija devas uz Eiropas un ASV
galvenajiem finan$u centriem, lai prezentétu
Latvijas progresu krizes parvaré$ana), ari
2010. gada Valsts kase nodros$indja investoriem
informaciju par aktualitatém Latvijas ekonomika.
2010. gada maija Zagreba ERAB, ka ari SVF/Pasaules
Banku pilnvarnieku ikgadéjas tiksanas laika 2010.
gada oktobri investori izteica atzinibu par Latvija
istenotajiem budZeta konsolidacijas pasdkumiem,
ka ari novertéjusi regulari sniegto informaciju
par aktualajam norisém Latvijas ekonomika. Par
investoru uzticibas atgriesanos liecina sadarbibas
banku pastiprinata interese par Latvijas atgriesanos

starptautiskaja finansu tirga.

Ari 2011. gada Valsts kase turpinas regularos
komunikacijas  pasikumus ar investoriem,
t.sk. iknedélas galveno notikumu apskatu
nodro$inasanu, valsts parada vadibas ceturksna
biletena sagatavoSanu, investoru prezentacijas
aktualizésanu un valsts pardda vadibas gada

parskata sagatavosanu.

< 35>

Ensuring Information to the
Financial Market Participants and
Investors

Continuing the onsite communication with the
investors commenced in 2009 (in December 2009
the Latvian delegation visited the main financial
centres of Europe and the USA to present the
progress of Latvia in crisis overcoming), in 2010 the
Treasury continued provision of information on the
current developments in Latvia’s economy. In May
2010 in Zagreb during the annual meeting of the
EBRD, as well as in October 2010 during the annual
meeting of the IMF/WB the investors expressed
their appreciation with respect to the budget
consolidation measures implemented in Latvia, as
well as the regularly provided information on the
current developments on the economy of Latvia.
The return of the investors’ confidence is proven
by the increased interest of cooperation banks in
the return of Latvia to the international financial

market.

The Treasury will continue further regular
communication with the investors also in
2011, including provision of weekly updates of
main events, preparation of government debt
management quarterly bulletin, updating of
investor presentations and preparation of the

annual government debt management report.



Centralas valdibas parads nominalvértiba un
% no IKP*

Central government debt in nominal value and
as % of the GDP*
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Centralas valdibas parada
struktuara

Nemot véra 2010. gada veikto aiznemsanos un
parada dzésanu, 2010. gada laika centralas valdibas
parads ir palielinajies par 773,3 milj. latu un saskana
ar operativajiem datiem uz 2010. gada 31. decembri
bija 4 942,6 milj. latu nominalvértiba jeb 39% no
IKP, nesasniedzot likuma “Par valsts budZetu 2010.
gadam” 7 500 milj. latu apmeéra noteikto maksimalo

parada limeni uz gada beigam.

2008. gada

aiznémuma

apstiprinatas starptautiska
programmas ietekmeé
2010. gada vel vairak palielinajas aréja parada
ipatsvars centralas valdibas parada.

2010.gadaLatvijairsanémusivairakasstarptautiska
aiznémuma programmas aiznémumu dalas,
tadéjadi kopéja valsts parada apjoma aréja parada
ipatsvars ir pieaudzis no 78% gada sikuma lidz
84% 2010. gada beigas, savukart iekséja parada
proporcija attiecigi samazinajusies no 22% gada
sakuma lidz 16% 2010. gada beigas.
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Central Government Debt
Structure

Considering the borrowing activities carried out by
the central government and the debts matured in
2010, the government debt has increased by 773,3
million lats during the twelve month period of
2010, and in accordance with the interim data as of
31 December 2010 has reached 4 942,6 million lats

in nominal value or 39% of the forecasted GDP.

The annual state budget law prescribes the
maximum permissible amount of the outstanding
government debt as at the year end. In 2010 it was
set 7.5 billion lats.

Under the influence of the international loan
program approved in 2008 the proportion of the
external debt in the central government debt

increased even more in 2010.

In 2010 Latvia received several instalments of the
international loan program, thus the proportion of
the external debt in the central government debt
increased from 78% at the beginning of the year up
to 84% at the end of 2010, while the domestic debt
proportion, in its turn, decreased from 22% at the
beginning of the year to 16% at the end of 2010.



Centralas valdibas aiznemsanas
stratégija un 2011. gada planotas
aktivitates

Aiznems$anas apjomu un centralas valdibas parada
limeni vidéja termina ietekmé kopéjas finansésanas
nepiecieSamibas apjoms, ko veido valsts budZeta
izpildes nodro$inasanai un valsts parada saistibu
refinansésanai nepiecieSamo resursu apjoms
attiecigaja ~ perioda. Kopéjas  finansésanas
nepiecieSsamibassegSanaipiemérotakiefinansésanas
instrumenti ir noteikti Valsts kases izstradataja

vidéja termina Resursu piesaistisanas plana.

2011. gada paredzéts saglabat pieeju starptautiska
aiznémuma programmas lidzekliem - no EK un
SVE, balstoties uz misiju rezultatiem, tacu pieprasit
aizdevuma lidzeklus planots tikai nepieciesamibas
gadijuma. Papildu finanséjumam nepiecieSsamibas
gadijuma pieejami lidzekli no Ziemelvalstim
1,9 mljrd. eiro apméra. Tadéjadi paredzéts vairs
neuzturét tik augstu likvido naudas lidzeklu rezervi

Valsts kases kontos.

Valsts kase 2011. gada turpinas informét eso$os
un potencidlos investorus par norisém Latvijas
ekonomika un valsts parada vadiba, ka ari sekot
lidzi aiznems$anas izmaksu attistibai. Uzlabojoties
priek$nosacijumiem jaunu emisiju veiksanai, t.sk.

uzlabojoties Latvijas kreditreitinga novértéjumam,
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Central Government Borrowing
Strategy and Activities Planned in
2011

Theamountofborrowingandthecentralgovernment
debt level in the medium term is influenced by the
total financing requirement, which is the amount of
resources necessary for ensuring the state budget
execution and refinancing of the government debt
in the respective period. The financial instruments
most appropriate for ensuring the total financing
requirement are specified in the mid-term Funding

Plan developed by the Treasury.

In 2011 it is intended to maintain access to the
funds of the international loan program, based on
the results of review missions; however, it is planned
to request the loan funds solely in case of necessity.
Funds offered by the Nordic countries amounting
to 1.9 billion euros are available for additional
financing in case of necessity. Thus it is planned not
to maintain so high reserve of liquid resources in

the accounts of the Treasury.

In 2011 the Treasury will keep informing the
current and potential investors on the processes
in the economy of Latvia and government
debt management, as well as will follow up
the development of borrowing costs. Upon

improvement of preconditions for new bond issues,



jau 2011. gada varétu atgriezties starptautiskajos

finansu tirgos.

Iekséja tirgu Valsts kase turpinas rikot regularas
valsts vértspapiru izsoles, galvenokart piesaistot
resursus ar seSu un 12 méne$u paradzimém,
ka ari vidéja un ilgtermina obligaciju emisijas
programmam, atsakot 10 gadu obligaciju izsoles.
Iekséjas veértspapiru izsolés piesaistito resursu neto
emisijas apjoms 2011.-2014. gada planots lidz 100

milj. latu katru gadu.
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including upon improvement of Latvia’s credit
rating assessment, the return to the international

financial markets is anticipated already in 2011.

The Treasury will continue organising regular
auctions of government securities in the domestic
market, mainly raising resources through 6 and 12
months Treasury bills as well as medium and long-
term Treasury bond issuance programs, resuming
the auctions of 10-year Treasury bonds. The net
issue amount of resources raised in the domestic
securities auctions in 2011-2014 is planned up to

100 million lats each year.
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Valsts parada portfela vadiba
Government Debt Portfolio Management

Aktualizéta Latvijas Valsts parada
vadibas stratégija

Valsts kase péc nepiecieSamibas parskata Latvijas
Valsts parada vadibas stratégiju un parada portfela
struktaras raditaju atbilstibu makroekonomiskajai
un finansu tirgus situacijai un prognozém. Ari
2010. gada Valsts kase ir aktualizéjusi Latvijas Valsts
parada vadibas stratégiju, parskatot valsts parada
vadibas mérkus, pienémumus un pamatprincipus,
ka ari formuléjot vidéja termina uzdevumus Latvijas
kreditspéjas atjaunosanai. Pamatojoties uz Cost-at-
Risk modela rezultatiem, kas, nemot véra procentu
likmju vésturiskas svarstibas, lauj modelét optimalo
nakotnesparadastruktiru,kaarinemotvérafinansu
tirgus un pasaules makroekonomikas perspektivu
novértéjumu, aktualizétaja stratégija palielinats
valsts parada portfela finansu risku vadibas duration
(procentu likmju vidéjais svértais fiksétais periods)
limenis no 3,35 +/- 0,35 gadiem uz intervalu
3,40-4,00 gadi.

Valsts parada portfela raditaju
izpilde

2010. gada ieveéroti visi stratégija noteiktie parada
strukturasraditaji. Attiecibauzminimalolatuparada

ipatsvaru parada portfeli (35%) atkapes ir saistitas

Updated Latvian Central
Government Debt Management
Strategy

In case of necessity the Treasury reviews the
Latvian Central Government Debt Management
Strategy and compliance of the central government
debt portfolio structure parameters with the
macroeconomic and financial market situation and
forecasts. In 2010 the Treasury kept updating the
Latvian Central government debt management
strategy by reviewing the government debt
management goals, assumptions and basic
principles, as well as setting the mid-term tasks for
renewal of Latvia’s creditworthiness. Based on the
results of the cost-at-risk model, which taking into
account the historic fluctuations of interest rates
allows modelling the optimum future debt structure,
as well as taking into account the assessment of
the financial market and global macroeconomic
perspective, the duration period of the government
debt portfolio financial risk management (weighted
average fixed period of interest rates) has been

increased from 3.35 +/- 0.35 years to the interval of
3.40-4.00 years.

Compliance with the Government
Debt Portfolio Parameters

In 2010 all debt structure parameters specified in
the strategy have been complied with. The minimum
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Valsts parada portfela strukturas raditaji

Parameters of the central government debt portfolio structure

Faktiskie parada strukturas Faktiskie parada strukturas Stratégija noteiktie
raditaji 31.12.2009./ raditaji 31.12 2010/ parada strukturas raditaji/
Raditaji/ Parameters Parameters as of 31.12.2009 Parameters as of 31.12.2010 Strategy
Latu parada ipatsvars/ The
share of the lats debt in
the portfolio 19,7% 16,1% >=35%*
Dzésanas profils/ Maturity < 1 gadu/ < B e < 1 gadu/ < Db ez < 1 gadu/ < B e e
profile year year year
14,3% 24,3% <7,9% < 24,7% < 25% < 50%
Fikseto likmju ipatsvars/
Fixed rate proportion 66,3% 75,6% >=60%
Vidéjais svértais fiksétais
periods gados/ Duration 3,4-4,0
(years) 3,08 3,62 (3,35 (+/-0,35))
Valatu kompozicija
tirajam valutu paradam/
Foreign Currency Net Debt
Composition EUR 100,04% EUR 100,05% EUR 100% (+/- 5%)

* Stratégija ir noteikts, ka latu parada ipatsvaram valsts parada portfeli ir jabut vismaz 35% ar nosacijumu, ka latu parada ipatsvars ir vidéja termina janodrogina vismaz 35%
apmera, ja tas atbilst Latvijas valsts makroekonomikas, kapitala tirgus un visas finansu sistémas attistibas tendencém un ja Valsts kases rikotajas valsts iek$éja aiznémuma
vidéja un ilgtermina vértspapiru sakotnéjas izvietosanas izsolés piedavato vidéjo svérto ienesiguma likmju uzcenojums ir mazaks par 100 b.p. virs aiznemsanas iespéju EUR
valuta limena.
* It is stated in the strategy that the lats debt share in the government debt portfolio shall be at least 35%, provided that the lats debt share of at least 35% shall be ensured
in mid-term, if that complies with the Latvia state macroeconomic, capital market and the entire finance system development trends, and if the weighted average yield of
medium-term and long-term government domestic securities offered at the auctions held by the Treasury is less than 100 BPS above borrowing opportunity level in EUR.
Avots: Valsts kase
Source: the Treasury

ar to, ka, nemot véra ievérojamos aiznemsanas lats debt share in the debt portfolio (35%) deviation
apjomus no SVF, EK wu.c. starptautiskajiem is related to the fact that, taking into account the
aizdevéjiem, 2010. gada nebija iespéjams piesaistit considerable funds borrowed from the IME, the
aiznémumus latos tada apmera, lai kompensétu EC and other international lenders, in 2010 it was
valsts parada apjoma pieaugumu arvalstu valitas. not possible to borrow funds in lats in the amount
Si raditaja atkape atbilst stratégija atrunatajam that would be adequate for compensation of the

nosacijumam.* Palielinoties pieprasijumam péc increase of government debt in foreign currencies.
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iek$éja aiznémuma veértspapiriem, varétu notikt
ari lielaka apjoma vidéja termina vértspapiru
izsoles, ka rezultata bus iespéjams atsakt ilgtermina
vértspapiru izsoles ieks$éja tirgu. Ta ka pédéjais
Latvijas eiro aiznémums publiskaja finansu tirga
tika veikts 2008. gada, noveértét aiznemsanas
likmju konvergenci ir grati. Lai ari ir iespéjams
veikt teorétisku latu un eiro aiznémumu likmju
salidzinasanas aprékinu vidéjam un ilgterminam,
tomeér nevar apgalvot, ka likmju konvergence butu
vértéjama ka pilnvértiga. lerobeZojoss apstaklis
latu aiznémumu palielinasanai bus ari latu tirgus

kapacitate.

Veiksmigi pielietoti atvasinatie
finansu instrumenti finansu risku
vadiba

Lai istenotu stratégiju un ievérotu taja noteiktos
parada vadibas portfela raditajus, 2010. gada tira
parada valatu atklatas pozicijas samazinasanai un
kopéja parada portfela fikséto likmju ipatsvara un
duration raditaja palielinaganai izmantoti valatu un
procentu likmju mijmainas darijumi — gan noslégti
jauni, gan partraukti ieprieks noslégtie darijumi, ka
ari mainiti jau noslégto darijumu nosacijumi.

Ta ka 2010. gada 1.-2. ceturksni eirozona bija

vérojama ilgtermina un istermina procentu likmju

limena samazinasanas tendence, ka ari 2010. gada
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Discrepancies to ensure the above parameter
comply with the condition set out in the strategy.*
Upon increase of demand for domestic securities
more mid-term securities auctions might be held,
and that could result in the possibility to resume
auctions of long-term securities in the domestic
market. Since Latvia’s last Eurobond issue in the
public financial market was in 2008, it is hard to
assess the borrowing rate convergence. Although it
is possible to prepare a comparative calculation of
theoretical lats and euro borrowing rates for mid-
term and long-term, the convergence of rates would
not be reflected fully. The lats market capacity
would also serve as restricting circumstance for the

increase of borrowings in lats.

Successful Application of
Derivatives in Financial Risk
Management

To implement the strategy and to comply with the
debt portfolio parameters specified therein in 2010
currency and interest rate swap transactions were
used to decrease the net debt currency exposure
and to increase the share of fixed rates and duration
in the debt portfolio — both new agreements were
concluded and the previously signed agreements
were terminated, as well as the conditions of the

concluded transactions were changed.



Valsts kase, veicot procentu
likmju riska vadibas pasakumus,
2010. gada ir panakusi

parada apkalposanas izmaksu
samazinajumau.

As a result of applying interest

rate risk management measures
in 2010 the Treasury decreased

debt servicing costs.

3. ceturksni ilgtermina procentu likmes atradas
vésturiski zemakajos limenos, spéka eso$o procentu
likmju mijmainas darijumu tirgus vértiba 2010. gada
pirmajos tris ceturksnos palielinajas un sasniedza
visaugstako vértibu kop$ $o darijumu noslégsanas
briza. Saskana ar aktualizéto stratégiju Valsts kase,
lai palielinatu duration raditaju, ka arilai samazinatu
darfjuma partneru risku, noléma partraukt
atseviskus procentu likmju mijmainas darijumus.
Rezultata Valsts kase, veicot procentu likmju riska
vadibas pasakumus, 2010. gada ir panakusi parada

apkalposanas izmaksu samazinajumu.

Turpmaka darbiba
2011. gada

2011. gada Valsts kase valsts parada portfela vadibas
pasakumus balstis uz stratégija noteiktajiem
pamatprincipiem un istenos tos, ievérojot finansu
risku hierarhiju, par primarajiem riskiem uzskatot
parfinanséSanas, likviditates risku un valatu
risku. Lai paplasinatu darijumu partneru loku
un palielinatu sadarbibas apjomu, Valsts kase ari
turpmak uzturés aktivu komunikaciju ar sadarbibas
partneriem. Valsts kase plano ari parskatit parada
portfela raditaju aktualitati, tadéjadi mekléjot
vislabakas iespéjas ilgtermina mazinat parada

vadibas izdevumu slogu uz valsts budZetu.
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As in the first two quarters of 2010 the long-
term and short-term interest rates in the euro
area tended to decrease, and in the third quarter
of 2010 interest rates were at their historically
lowest levels, the market value of valid interest
rate swap transactions increased in the first three
quarters of 2010 and reached its highest value since
the conclusion of those transactions. Pursuant
to the updated strategy, in order to increase the
duration indicator, as well as to decrease the
risk of transaction counterparties, the Treasury
decided to terminate particular interest rate swap
transactions. As a result of applying interest rate
risk management measures in 2010 the Treasury

decreased debt servicing costs.

Further Activities in 2011

In 2011 the Treasury will ground the Latvian
central government debt portfolio management on
the priorities set in the strategy and will implement
thereof through adhering to the financial risk
hierarchy, by considering refinancing, liquidity and
foreign exchange risks as the primary risks. In order
to extend the range of counterparties the Treasury
will maintain active communication with its
cooperation partners. The Treasury plans to review
the relevance of the debt portfolio parameters
thus looking for the best options for long-term
minimisation of the debt management expenditure

burden on the state budget.



Naudas lidzeklu un likviditates vadiba
Cash and Liquidity Management

Likvido resursu atlikums Valsts kasé 2006. gada
31. janvaris — 2010. gada 30. decembris

Balance of liquid resources at the Treasury

milj. latu /million, LVL
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2010. gada, pamatojoties uz finansésanas
nepiecieSamibu un situaciju finan$u tirgos,
Valsts kase nodros$indjusi nepieciesamo likvido
naudas lidzeklu apjomu, ka ari izvietojusi uz laiku
brivos naudas lidzeklus. 2010. gada likviditates
nodro$inasanai izmantoti galvenokart Latvijai
pieskirta starptautiska aiznémuma programmas
resursi, ka ari pieejamie lidzeklu atlikumi Valsts
kases kontos un iekséja finansu tirga piesaistitie

resursi.

2010. gada Dbeigas Valsts kases kontos

pieejamo resursu atlikums sasniedza
1,1 mljrd. latu (t.sk. finansu  sektora
stabilizacijas pasakumiem iezimétie resursi -
aptuveni 456 milj. latu), kas ir 8,6% no IKP.
Japiebilst, ka visu gadu tika uzturéta augsta
likviditates pozicija, kas radija papildu parliecibu par
Latvijas spéju segt savas saistibas. Atgustot finansu
tirgus dalibnieku uzticibu, 2010. gada konsekventi
samazinajas un stabilizéjas finansu tirgus likmes
un valsts vértspapiru likmes sasniedza vésturiski
zemakos limenus. Likvido naudas lidzeklu apjoms
2010. gada beigas, salidzinot ar 2009. gada beigam
(resursu atlikums uz 2009. gada beigam — 1,3 mljrd.
latu), nav pieaudzis, bet ir nedaudz samazinajies.

To veicinaja starptautiska aiznémuma programmas
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In 2010, based on the financing requirement and
situation in the financial markets, the Treasury
ensured the necessary liquidity reserve, as well as
deposited temporarily free resources. The resources
of the international loan program assigned to
Latvia, as well as available cash balances in the
Treasury accounts and the resources raised in the
domestic financial market were mainly used for

ensuring liquidity in 2010.

At the end of 2010 the balance of the resources
available in the Treasury accounts reached 1.1
billion lats (including the resources marked for
financial sector stabilisation measures amounting
to ~456 million lats) that is 8.6 % of GDP. It should
be noted that high liquidity position was maintained
throughout the year, which caused additional
confidence on the ability of Latvia to perform its
obligations. After resumption of the confidence of
financial market participants the financial market
rates consistently decreased and became stable and
the government securities’ interest rates reached
their historically lowest levels. The amount of liquid
funds at the end of 2010 as compared to the end
of 2009 (the balance of resources as at the end of
2009 was 1.3 billion lats) has not increased, but
it has slightly decreased. It was supported by the



Visu gadu tika uzturéta augsta
likviditates pozicija, kas radija
papildu parliecibu par Latvijas
Spéju segt savas saistibas.
Atgustot finansu tirgus
dalibnieku uzticibu,

2010. gada konsekventi
samazinajas un stabilizéjas
finansu tirgus likmes, un valsts
vértspapiru likmes sasniedza
vesturiski zemakos limenus.

High liquidity position was
maintained throughout the
year, which caused additional
confidence on the ability of

Latvia to perform its obligations.

After resumption of the
confidence of financial market

participants the financial market

rates consistently decreased
and became stable and the
government securities’ interest
rates reached their historically
lowest levels.

ietvaros panakta vienoSanas ar Ziemelvalstim par
aizdevuma 1,9 mljrd. eiro apméra saglabasanu ka
aiznémuma iespéju, neiznemot to uzreiz. Sada
iespéjalaujsanemtaizdevumu programmas darbibas
laika - tad, kad tas bus visvairak nepieciesams, $adi

samazinot valsts parada apkalposanas izmaksas.

Saskana ar starptautiska aiznémuma
programmas  ietvara  SVF 2009. gada
27. julija nosutito Nodomu véstuli uz laiku brivos
naudas lidzeklus 2010. gada Valsts kase turpinaja

izvietot tikai Latvijas Banka.
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agreement made with the Nordic countries within
the international loan program on maintaining the
loan of 1.9 billion euros as a borrowing option. Such
an option allows to receive a loan during the validity
of the borrowing program, at the moment when
it will be the most necessary, thus decreasing the

government debt servicing costs.

Pursuant to the 27 July 2009 Letter of Intent sent
to the IMF within the international loan program,
in 2010 the Treasury continued depositing the

temporarily free resources in the Bank of Latvia.



Valsts budzeta aizdevumi
State Budget Lending

2010. gada izsniegto valsts budZeta aizdevumu
sanéméji (decembra dati)

Recipients of state budget loans granted in 2010
(data as at end of December)

73,8% 19,2% 3,5%
3,4%

- Valsts struktaru kontroléti un finanséti komersanti
Companies controlled and financed by state structures
- Pagvaldibas

Municipalities

Nefinangu komersanti
Non-financial entities

- Finansu iestades

Financial entities

Avots: Valsts kase
Source: the Treasury

Lai pilnveidotu valsts aizdevumu izsnieg$anas
procesu  un  samazinatu  kopéja  valsts
aizdevumu portfela riska limeni, 2010. gada
19. janvari stajas spéka jauni Ministru kabineta
noteikumi, kas nosaka stingrakus valsts
aizdevumu izsniegsanas nosacijumus, t.i.,
maksimalo valsts aizdevuma atmaksas terminu
(30 gadu investiciju projektu istenosSanai, pieci
gadi projekta dokumentacijas izstradei), atlikta
maksajuma terminu (maksimalais apmérs - tris
gadi), kapitalsabiedribai, kuras pamatkapitala
iegulditas  pasvaldibas  kapitaldalas,  valsts
aizdevuma atmaksa janodro$ina ar attiecigas
pasvaldibas galvojumu, valsts aizdevumu izmaksas
notiek, tikai pamatojoties uz darbizpilditaju vai

precu piegadataju iesniegto rékinu pamata.

Saskana ar Likumu par budZetu un finansu vadibu
valsts aizdevumus var sanemt pasvaldibas, valsts
specidla budZeta izpilditaji, kapitalsabiedribas,
kuras valsts vai pasvaldibas dala pamatkapitala
atseviski vai kopsumma parsniedz 50%, un
vairaku pasvaldibu veidotas kapitalsabiedribas,
kuras pasvaldibu dala pamatkapitala kopsumma
parsniedz 65%, ka ari tie zinatniskie institati un
augstskolas, kam ir noteikts atvasinatas publiskas

personas statuss, un ostu parvaldes.
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In order to improve the state budget lending
procedure, as well as to reduce the overall risk of
state budget loan portfolio on 19 January 2010 new
Cabinet of Ministers regulations came into effect,
which prescribe more strict provisions for granting
state budget loans, i.e. a maximum state budget
loan maturity period (30 years for implementation
of investment projects, five years for development
of project documentation), a deferred payment
deadline (maximum of three years), repayment of
the state budget loan by a joint stock company with
local government ownership shall be secured solely
by a guarantee of the respective local government,
the state loans are disbursed solely based on the
invoices issued by the contractors or suppliers of
goods.

Pursuant to the law On Budget and Financial
Management, the state budget loans may be granted
to the local governments, special state budget
executors, joint stock companies, where the state or
local government share of stock capital individually
or in total exceeds 50%, and companies established
by several local municipalities, where the local
government share of the stock capital exceeds 65%
in total, as well as those scientific institutes and

higher education establishments that have been
assigned the status of a derived public entity, and
port authorities.



Pagvaldibu parads gada beigas (decembra dati)

Debt of local municipalities as at the year end
(data as at end of December)

milj. latu /million, LVL
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Kopéjais 2010. gada izsniedzamo valsts aizdevumu
apmeérs tika noteikts 245 milj. latu apmeéra, kas
ietver gadskartéja valsts budzeta likuma noteikto
valsts budZeta aizdevumu kopéjo palielinadjumu
208 milj. latu apméra un iepriekséjos gados
izsniegto valsts aizdevumu atmaksas 2010. gada

37 milj. latu apmeéra.

2010. gada vislielakais valsts aizdevumu apjoms
izsniegts pasvaldibam 86,6 milj. latu apmeéra jeb
74% no kopéja valsts izsniegto aizdevumu apjoma.
Lielaka dala valsts aizdevumu pasvaldibam tika
izsniegti ES lidzfinanséto projektu istenosanai —
93%. Atlikusi dala no pieskirtajiem valsts
aizdevumiem pasvaldibam izsniegti budZeta un
finan$u vadibai, apkures sezonas nodro$inasanai
un kurinama iegadei, to infrastruktaras projektu,
kuros pasvaldibas faktiskais ieguldijums nav
mazaks par 90% no kopéjam izmaksim un
nepiecieSama aiznémuma apmeérs nav lielaks par
10% no kopéjam izmaksam lidz pilnigai objekta
nodosanai ekspluatacija 2010. gada, isteno$anai
un to pasvaldibu projektu istenosanai, par kuriem
2009. gada pasvaldibas noslédza valsts aizdevumu
ligumus, tacu finanséjums projektu istenosanai bija

nepieciesams ari 2010. gada.
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The total amount of state budget loans to be
granted in 2010 was determined to be 245 million
lats, which comprised the total increase of the state
budget loans specified in the annual state budget
law amounting to 208 million lats and repayments
of the state loans granted during the preceding

years amounting to 37 million lats in 2010.

In 2010 the largest amount of the state budget
loans was granted to the local governments - in
the amount of 86.6 million lats or 74% of the total
amount of loans granted by the state. The major
part — 93% of the state budget loans issued to the
local governments were for the implementation
of EU co-financed projects. The remaining part of
the granted state budget loans were issued to the
local governments for the budget and financial
management, ensuring the heating season
and purchase of fuel, implementation of those
infrastructure projects, where the actual investment
of the local government was not less than 90% of
the total expenses, and the amount of the necessary
loan did not exceed 10% of the total expenses until
complete commissioning of the object in 2010, and
implementation of those local government projects,
the state budget loan agreements whereon had been
made by the local governments in 2009 while the

financing for implementation of the projects was



Valsts struktaru kontrolétiem un
finansétiem  komersantiem (VAS  “Latvijas
Valsts  celi”)  izsniegts valsts  aizdevums
22,6 milj. latu jeb 19% no kopéja izsniegto valsts
aizdevumu apjoma. Valsts aizdevums VAS ,Latvijas
Valsts celi” tika izsniegts ES lidzfinanséjuma
nodro$inasanai darbibas programmas
sInfrastruktara un pakalpojumi” 3.2.1.1.aktivitates
Valsts 1.skiras autocelu marsrutu sakartosana”
projektiem un 3.3.1.1.aktivitates “TEN-T autocelu

tikla uzlabojumi” projektu istenoganai.

2010. gada valsts budZeta  aizdevumus
4,2 milj. latu apmeéra jeb 4% no kopsummas sanéma
ari virkne nefinan$u komersantu ES lidzfinanséto
projektu isteno$anai. Par sanemtajiem lidzekliem
projektus isteno Skultes ostas parvalde, Pavilostas
ostas parvalde, Ventspils brivostas parvalde,
SIA ,Cesvaines siltums”, SIA ,Jelgavas udens”,
Latvijas Sporta pedagogijas akadémija, Ventspils
Augstskola, Rézeknes Augstskola un Liepajas

Universitate.

Atlikusais valsts aizdevumu apjoms izsniegts VAS
»Latvijas Hipotéku un zemes banka” (4,0 milj. latu

apmeéra jeb 3 % no kopsummas).

Savukart Likuma par budZetu un finansu vadibu
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necessary also in 2010.

Thestatebudgetloansweregranted to the merchants
controlled and financed by state structures (State
JSC Latvijas Valsts celi) — 22.6 million lats or 19% of
the total amount of the state budget loans granted.
The state loan was issued to state JSC Latvijas
Valsts celi to ensure the EU co-financing for the
projects of Activity 3.2.1.1 “Arrangement of Routes
of the State Motor Road of the 1°* Category” of
the activity program “Infrastructure and Services”
and for implementation of the projects of Activity
3.3.1.1 “Improvements of the TEN-T Motor Road
Network”.

In 2010 the state budget loans amounting to
4.2 million lats or 4% of the total amount were
granted to several non-financial merchants for
implementation of the EU co-financed projects.
Skulte Port Authority, Pavilosta Port Authority,
Ventspils Freeport Authority, SIA Cesvaines
siltums, SIA Jelgavas udens, the Latvian Academy
of Sport Education, Ventspils University College,
Rézekne Higher Education Institution and Liepaja
University are implementing projects by using the

received funding.

The remaining amount of the state budget loans
was issued to state State JSC Mortgage and Land
bank of Latvia (4.0 million lats or 3% of the total

amount).



8.! panta pirmaja dala noteikto mérku realizacijaiz,
neparsniedzot 10% no likuma “Par valsts budzetu
2010. gadam” noteikta IKP apjoma, 2010. gada
tika izsniegts valsts aizdevums VAS , Privatizacijas
agentura” 144 milj. latu apmeéra AS “Parex banka”

restrukturizacijas nodros$inasanai.

2011. gada valsts aizdevumu joma
planotais

2011. gada saskana ar likumu “Par valsts budzetu
2011. gadam” valsts budzeta aizdevumu kopéjais
palielinajums noteikts 208 milj. latu apméra, no
kuriem 96 milj. latu ir pasvaldibu aiznémumu

kopéjais palielinajums.

2 ,Likuma par budZetu un finansu vadibu” 8.! panta pirmaja dala noteiktie merki
ir: samazinat visparéjos ekonomiskos riskus, izvairities no socialekonomiskas
krizes vai mazinat tas ietekmi, nodrosinat finansu lidzeklu pieejamibu arkartas
situacijas gadijuma.
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In order to attain the goals specified in Article 8' of
the law On Budget and Financial Management?, not
exceeding 10% of the amount of the GDP specified
in the annual state budget law 2010, a state loan

amounting to 144 million lats was granted to JSC
Latvian Privatisation Agency in 2010 for ensuring
the restructuring of JSC Parex bank.

Planned Development in the State
Budget Lending for 2011

Pursuant to annual state budget law for 2011,
the total increase of state budget loans in 2011 is
determined to be 208 million lats, including a total
increase of local government loans amounting to 96

million lats.

2 The goals specified in Article 8' of the law On Budget and Financial
Management are as follows: to reduce general economic risks, to avoid socio-
economic crises or to reduce the impact thereof, to ensure the availability of
financial resources in the case of emergency.



Valsts galvojumi
State Guarantees

2010. gada izsniegtie galvojumi

State guarantees issued in 2010

milj. latu /million, LVL

89 12,97

- ERAB par VAS "Privatizacijas agentura" saistibam
AS "Parex banka" restrukturizacijas nodrosinasanai
EBRD on the JSK "Latvian Privatisation Agency"
obligations for ensuring the restructuring of JSC "Parex bank"

- Studiju un studéjoso kreditésanai
Study and student crediting

Avots: Valsts kase
Source: the Treasury

2010. gada 1. junija stajas spéka jauni Ministru
kabineta noteikumi Nr.501 ,Kartiba, kada
gadskartéja valsts budZeta likumprojekta ieklauj
pieprasijumus  valsts varda  sniedzamajiem
galvojumiem, un galvojumu sniegSanas un
uzraudzibas kartiba”, kas tika izstradati, lai
pilnveidotu valsts galvojumu plano$anas procesu un
samazinatu kopéja valsts galvojumu portfela riska
limeni. Noteikumi nosaka kartibu, kada pretendenti
var pieteikties valsts galvojuma sanemsanai, kur un
kada veida tiek publicéta informacija par iespéjam
sanemt valsts galvojumu, definéti galvojumu
sniegSanas pamatnosacijumi, ka ari precizétas
normas par galéjo atmaksas terminu, uzraudzibu
un noteikta valsts galvoto kreditu parkreditésanas
kartiba.

Valsts  galvoto  aizdevumu  atlikums uz
2010. gada decembra beigam ir 597,1 milj. latu,
kas salidzinajuma ar valsts galvoto aizdevumu
atlikumu uz 2009. gada beigam - 713,8 milj. latu
ir samazinajies par 116,7 milj. latu, jo 2010. gada
valsts galvoto aizdevumu atmaksas par 57,7%

parsniedza valsts galvoto aizdevumu izmaksas.
Galvojumus izsniedz, pamatojoties uz aiznéméju
iesniegtajiem biznesa planu izvértéjumiem, studiju

un studéjoso kreditésanas programmas ietvaros, ka
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On 1 June 2010 new Cabinet of Ministers
Regulations (No.501) Procedure for Inclusion of
Requests for State Guarantees in the draft annual
state budget law and Procedure for Granting and
Supervision of Guarantees came into effect, which
were developed in order to improve the procedure
for planning the state guarantees and to decrease
the risk level of the total state guarantee portfolio.
The Regulations determine the procedure, according
to which the applicants apply for state guarantees,
where and when the information on the possibility
for receipt of state guarantee is published, define the
basic conditions for issuing state guarantees, as well
as specify the regulations for the final repayment
deadline, supervision thereof and the procedure for

re-financing of the state guaranteed loans.

The state guaranteed debt outstanding at the end
of December 2010 was 597.1 million lats, that
compared to the guaranteed debt outstanding at
the end of 2009 amounting 713.8 million lats has
decreased by 116.7 million lats, since the repayment
of the state guaranteed loans in 2010 exceeded the

disbursements of the state guaranteed loans by
57.7%.

The guarantees are issued on the basis of the

evaluation of borrowers’ business plans or issued



2011. gada izsniedzamie galvojumi

Planned guarantees in 2011

milj. LVL/million, LVL

71

30

29

VAS "Latvijas Hipotéku un zemes banka"

Latvian Mortgage and Land Bank

VAS "Valsts nekustamie ipagumi"

State-owned JSC "Valsts nekustamie ipagumi"

(State Real Estate Agency)

Studiju un studéjoso kreditésanai
Study and student crediting

SIA "JP Terminals"
"JP Terminals" Ltd.

SIA "Latvijas Piens"
"Latvijas Piens" Ltd.

Biedriba "Latvijas Olimpiska komiteja"

Latvian Olympic Committee

Avots: Valsts kase
Source: the Treasury

ari”Likuma par budZetu un finangu vadibu” 8.' panta
pirmaja dala noteikto meérku realizacijai®. Valsts
galvojumus izsniedz Ministru kabineta noteiktaja
kartiba un tos nodro$ina ar komerckilu, nekustama

ipasuma kilu vai citu nodros$inajumu.

2010. gada izsniegti likuma ,Par valsts budZetu
2010. gadam” paredzétie valsts galvojumi par
studiju un studéjoso saistibam par kopéjo summu
12,97 milj. latu.

Papildus saskana arlikuma ,,Par valsts budzetu 2010.
gadam” 8. pantu, kura noteikts, ka finan$u ministrs
var Likuma par budZetu un finangu vadibu 8." panta
pirmaja dala noteikto meérku realizacijai sniegt
valsts varda galvojumus, 2010. gada tika izsniegts
galvojums ERAB par VAS , Privatizacijas agenttra”

saistibam 89 milj. latu apjoma.

3 ,Likuma par budZetu un finansu vadibu” 8.! panta pirmaja dala noteiktie mérki
ir: samazinat visparéjos ekonomiskos riskus, izvairities no socialekonomiskas
krizes vai mazinat tas ietekmi, nodrosinat finansu lidzeklu pieejamibu arkartas
situacijas gadijuma.

< 50 »

according to the procedure set for the Study
and Student Crediting program, as well as for
implementation of goals specified in Article 8' of the
law On Budget and Financial Management.: State
guarantees are issued according to the procedure
set forth by the Cabinet of Ministers and they
are secured by commercial pledge, real property

mortgage or other means of security.

In 2010 state guarantees for obligations under
study and student crediting program prescribed by
the annual state budget law 2010 were issued for
the total amount of 12.97 million lats.

Additionally, pursuant to Article 8 of the annual
state budget law 2010, which prescribes that the
minister of finance is entitled to grant guarantees
on behalf of the state for implementation of the
goals specified in Article 8" of the law On Budget
and Financial Management, in 2010 state guarantee
was issued to the EBRD for the liabilities of the state
JSC Latvian Privatisation Agency amounting to 89
million lats for ensuring the restructuring of JSC

Parex bank.

3 The goals specified in Article 8' of the law On Budget and Financial
Management are as follows: to reduce general economic risks, to avoid socio-
economic crises or to reduce the impact thereof, to ensure the availability of
financial resources in the case of emergency.



2011. gada planotie pasakumi

Saskana ar likuma “Par valsts budZetu 2011.
gadam” 7. pantu planots sniegt valsts galvojumus
par kopéjo summu 162 milj. latu, no kuriem lielaka
dala ir valsts uznémumu atbalstam - galvojums VAS
“Latvijas Hipotéku un zemes banka” 71 milj. latu
apméra un VAS “Valsts nekustamajiem ipasumi”
30 milj. latu apmeéra. Galvojumiem studiju un

studéjoso kreditésanai paredzéti 28,7 milj. latu.

Saskana ar likuma “Par wvalsts budZetu
2011. gadam” 11. pantu papildus
7. panta minétajiem galvojumiem, planots
sniegt valsts galvojumu par AS “Citadele banka”
aiznémumu no EIB 71 milj. latu apmeéra atbilstosi
EK saskanotajam akciju sabiedribas AS “Parex

banka” Valsts atbalsta restrukturizacijas planam.
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Planned Development for 2011

Pursuant to Article 7 of the annual state budget law
2011, it is planned to issue state guarantees for the
total amount of 162 million lats. The major part of
the guarantees to be issued is support to banks —
guarantee for State JSC Mortgage and Land bank
of Latvia in the amount of 71 million lats and the
State JSC “Valsts nekustamie ipasumi” (State Real
Estate Agency) in the amount of 30 million lats.
28.7 million lats are planned for the study and

student crediting.

Pursuant to Article 11 of the annual state budget
law 2011, in addition to the guarantees specified
in Article 7 thereof, it is planned to guarantee
the loan of JSC Citadele bank from the European
Investment Bank amounting to 71,000,000 lats in
accordance with the JSC Parex bank State Support
Restructuring Plan approved by the European

Commission.



Par Valsts kasi
About the Treasury

Valsts kases juridiskais statuss un
struktuara

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

Valsts kases wirsmeérkis — but dinamiskai un
musdienigai, uz sniegto pakalpojumu kvalitates
pilnveido$anu orientétai iestadei, kas saskana ar
labako finansu vadibas praksi efektivi un drosi vada
un uzrauga valsts finansu vadibas procesus atbilstosi
valsts un tas iedzivotaju interesém.

Valsts kasei ir $adas funkcijas:

1. valsts budZeta izpildes un finansu uzskaites
organizésana;

2. asignéjumu pieskirsana un maksajumu veiksana
no valsts budZeta ienémumiem;

3. valsts parada vadiba;

4. normativajos aktos noteikto ES politiku
instrumentu, Eiropas Ekonomikas zonas finansu
instrumenta un Norvégijas valdibas divpuséja
finan$u instrumenta maks3jumu iestades un
sertifikacijas iestades funkcijas un nacionalas
atbildigas amatpersonas uzdotas nacionala fonda

funkcijas;

5. citas normativajos aktos noteiktas funkcijas.
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Legal status and structure of the
Treasury

The Treasury is a direct administration 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 — to be a dynamic
and modern organization focusing on the
improvement of service quality, which according to
the best financial management practice effectively
and safely manages and supervises the state’s
financial management processes according to the
state and inhabitants’ interests.

The Treasury has the following functions:

1. organisation of execution and financial
accounting of the central government budget;

2. allocation of budget assignations and making
payments from the central government budget
revenue;

3. central government debt management;

4. functions of the Paying Authority for the EU policy
instruments, European Economic Area financial
instrument, and Norwegian government bilateral
financial instrument as established in legislative
acts, as well as certification institution functions
and the National Fund functions delegated by
the National Authorising Officer;

5. other functions prescribed in legislative acts.



Kontakti // Contacts

Parvaldnieka vietnieks finansu resursu
vadibas jautajumos

Deputy Treasurer, on financial resource
management issues

Janis Pone
kase@kase.gov.lv

Finangu resursu departaments
Financial Resources Department

Girts Helmanis
frdekase.gov.lv

Finansésanas departaments

Financing Department

Antra Bérzina
fd@kase.gov.lv

Starptautiskas sadarbibas departaments

International Cooperation Department

leva Zilite
ssde@kase.gov.lv

Finangu risku vadibas departaments

Financial Risk Management Department
Armands Tapins
frvdekase.gov.lv

Prognozésanas un finansu planosanas departaments

Forecasting and Financial Planning Department

Jevgeénija Jalovecka
pfpdekase.gov.lv

/ Parvaldnieks

/ Treasurer
Kaspars Abolins
kase@kase.gov.lv

Parvaldnieka vietnieks valsts budZeta izpildes
un uzskaites, parskatu un norékinu jautdjumos

Deputy Treasurer, on state budget execution,
accounting, reporting and transaction issues

BudZeta izpildes un uzraudzibas departaments

Budget Execution and Monitoring Department

Parskatu departaments

Reports Department

Informatikas departaments

Informatics Department

Norékinu departaments

Operations Department
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Eiropas lietu departaments

European Affairs Department

Birojs
Office

Juridiskais departaments

Legal Department

Iekséja audita departaments

Internal Audit Department

Kvalitates un risku vadibas departaments

Quality and Risk Management Department

Personala departaments
Personnel Department

Gramatvedibas departaments

Accounting Department

Infrastrukturas apsaimnieko$anas departaments

Infrastructure Maintenance Department

Klientu apkalpoganas un pakalpojumu
attistibas departaments

Client Management and Service
Development Department
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® Latvijas Republikas neatkaribas atjaunosanas divdesmitgades svétki. Fotografs B.Kolesnikovs, Latvijas Vestnesis.
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@ Celebration of the 20th Anniversary of Latvia’s Independence Declaration.Photo by B.Kolesnikovs, Latvijas Véstnesis.
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Citats no Latvijas Valsts prezidenta V. Zatlera uzrunas konferencé
,1990. gada 4. maija Latvijas Neatkaribas deklaracija:
starptautiskie un iek$politiskie aspekti”:

,Sajos 20 gados més esam paveikusi parsteidzosi daudz. Latvijas

tauta otro reizi viena gadsimta laika panaca savas valsts
neatkaribu. Més pievienojamies pasaules nozimigakajai kolektivas
aizsardzibas organizacijai — NATO, ekonomiski attistitako valstu
apvienibai - Eiropas Savienibai - un pilniba integréjamies dazadas
starptautiskas institacijas.

Latvija relativi isa laika posma notikusi pareja no totalitaras
padomju sistémas uz Rietumu tipa demokratiju, ko ieziméja
fundamentalas reformas politiskaja sistéma, ekonomika, izglitiba
un socialaja sféra. Ir atjaunots privatipasums un funkcionéjosa
tirgus ekonomika. Butiski nostiprinatas latviesu valodas ka
vienigas valsts valodas pozicijas.”

Avots: www.president.lv

Quote from an Address by President Zatlers at the opening of the
conference “The Latvian Declaration of Independence of May 4,
1990: International and Domestic Aspects”

“Well, we can say that during these twenty years, we have man-
aged to achieve a surprising amount. For the second time in one
century, the people of Latvia won their country’s independence.
We joined NATO - the world’s most important collective defen-
ceorganisation. We joined the European Union - an alliance of the
world’s most economically developed countries. We have become
fully integrated into various institutions of international
co-operation. Latvia holds democratic parliamentary elections, we
have a free press and other media, citizens enjoy the right to join
political parties and non-governmental organisations, our courts
are independent, and we have implemented high standards of
human rights.

In a relatively brief period of time, Latvia has moved from the
totalitarian Soviet system to a Western-type democracy. This
process has been accompanied by fundamental reforms in poli-
tics, the economy, education and the social sphere. We have rein-
stated private property and created a functioning market
economy. The positions of the Latvian language as the only state
language in Latvia are becoming very much stronger.”

Source: www.president.lv




Latvijas neatkaribas atjaunosanas 20. gadadienas
pieminas monéta un marka

Coin and stamp to commemorate the 20th
Anniversary of Latvia’s Independence Declaration.

@ Moneétas priekspuse (averss) @ Monétas aizmugure (reverss) Centri - @ Latvijas Republikas neatkaribas deklardcijas
Centra - zars ar trim plaukstosiem simbolisks Mates Latvijas téls ar dzirnakmeni pasludinasanas 20.gadadienai veltita past-
ziediem. Latvijas Bankas plecos. Latvijas Bankas fotografija. marka. Saeimas Kancelejas fotografija.

fotografija. @ Reverse An image symbolising Mother Latvia with @ Stamp devoted to the 20th Anniversary of
@ Obverse A branch with three a millstone - load of freedom - on her shoulders is Latvia’s Independence Declaration. Chan-

opening buds is placed in the placed in the centre. Bank of Latvia photo. cery of the Parliament photo.
centre. Bank of Latvia photo.
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® 2010. guda 4. maijs. Saeimas sviniga séde Latvijas Naciondlaja opera. Fotogrifs T.Kalnins, Valsts prezidenta kanceleja.

@ May 4, 2010. A ceremonial meeting of Parliament at the Latvian National Opera. Photo by T.Kalnins, Chancery of the President.
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