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languages.

Bulletin of the National Bank of the Kyrgyz Republic

The publication contains the statistical data on key macroeconomic and financial inadittter&yrgyz
Republic It is published on the official website of the NatioBalnk in the state, official and English
languages.

Monetary Policy Report

The Report informs the public of the decisions made by the National Bank in the monetary policy area
based on the analysis and forecast of the key inflation factors and assefdh®arconomic development

in the external and internal environment of the Kyrgyz Republic. It is published on the official website of
the National Bank in the state, official and English languages.

Balance of Payments of the Kyrgyz Republic

The pubication describes the recent development trends in the external sector and contains the data on the
balance of payments, external trade, international reserves, external debt, and the international investment
position, as well as the metadata and the métion base to draw up the balance of payments. It is
published quarterlyin February, June, August, and November in Kyrgyz, Russian and English languages.

Regulatory Acts of the National Bank of the Kyrgyz Republic

These are the regulations, instructions and other regulatory legal acts adopted by the National Bank of the
Kyrgyz Republic. The estimated frequency of the journal publication is once a month in the state and official
languages.

The publications of the Nianal Bank are distributed according to the approved list, and are also posted on
the official website of the National Bank atww.nbkr.kg/Publications
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PREAMBLE

National Bank of the Kyrgyz Republic has been publishing the Financial Sector Stability Report of
the Kyrgyz Republic since 2012. Tlobjective of the Report is to inform the public on the general
assessment of the stability and soundness of the financial system of the Kyrgyz Republic.

Financial Stability in this publication means smooth and continuous functioning of financial
institutions, financial markets and payment systems enabling to perform functions of the financial
intermediation even in conditions of financial imbalances and shocks.

Results of the monitoring and analysis of financial stability are considered by the NatiokahBa
forming the main directions of the National Bank
development of the strategy for finanetakedit organizations of the Kyrgyz Republic.

The Financial Sector Stability Report of the Kyrgyz Repmuid oriented to financial market
participants and the audience interested in the financial stability issues.
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MAJOR CONCLUSIONS

In 2020, he largescale spread of the COVILO diseaseresulted ina sharp revision of the
prospectgor the world economicdevelopmentdownwards. Many industries were affecteth many
countries m the unfavorablgpandemicenvironment due to disruptions itme supply chains and a
decreasén demand resudd from quarantine restrictions. There was a sharp increase in volatilibein
financial and commodity markets, whiobsultal in pressure on theational currencieesxchange rateis
the developing countries anah inflation. Support fronthe governments anthe central banks in many
countries around the worldontributed to stabilization of the situation in the global findneiarkets
throughthe monetary and fiscal measures.

The COVID-19 pandemicconditionedthe slowdownof economic activity in our country.
Necessary measures taken by the trading partner countries and the Government of the Kyrgyz Republic to
prevent the spea of coronavirus infection, which resulted in a reduction of economic activity in the
country, werehte main factors of the econormacession

In order to mitigate the negative economic consequences of the spread of -COWIDthe
population and theirfiancialcredit organizations, the National Bank adopted a number of regulatory
measures aimed at ensuring uninterrupted provision and protectionfofitrea nc i a l services
rights.

The National Bank monitored the situation and timely regulated the activitiesheof
financiatcreditorganizations. Banking services were provided in full and in compliance with
the sanitary standard<Certain risks for the banking sectarere still obsered but their level was
within acceptable limits and did not pose a threat to stability for the entire financial sector.

The level of risks was generally minimal the systemically importanand significant payment
systemgdue to the risk management mechanisms provided for by the legislation of the Kyrgyz Republic
and thepayment systemaules, thecurrenthigh level of liquidity, the system of insurance deposits and
prepayment, as well as individual decisions oféhwergacy operations center unddre National Bank
ontheemergencgituatiorithe state ofmergency to ensure uninterrupted operatighapayment systems
in the epidemiological situation.

—
Z
Ll
—
Z
O
@)




The Financial Sector StabilitReport of the Kyrgyz Republic, 2020

. MACROECONOMIC AND FINANCIAL ENVIRONMENT

1.1.MacroeconomicConditions and Risks

At the end of 2020, there was an acceleration in the inflation rate influendeoy a number of
non-monetary factors amid various shocks from the domestic demand and the external sector, which
conditioned an increase in food prices.

In the reporting period, there was a negative dynamics of economic activitiue tothe spread
of the COVID-19 pandemic and the restrictive responsmeasuresintroduced by the Government of
the Kyrgyz Republic andthe partner countries to prevent the spread ofthe coronavirus infection.

The tense socigolitical situation in Q4 had an additionaln e gat i ve i mp a cstcomomy.t he ¢

External Conditions

In 2020, the global spread of the COVID disease resulted in a sharp revision of the prospects
for theworld econont development towards the worsening. The pandemic has affected a wide range of
industries in many countries due to disruptionh®supply chains andecrease inlemandresulted from
quarantine restrictions. Subsequently, the wergderieneda sharp increase in volatility in the financial
and commodity markets, whictesulted inpressure on theational currenciegxchange ratem the
developing countries. At the same time, the urgent introduction of¢a@e monetary and fiscal support
measuredy the governments and central banks of the r |latgést countries contributed to some
stabilization of the situation ithe global financial markets.

In 2020, the economy of Kazakhstan was formed under the influenice redgative external and
internal economic conditionslnprecedentedecreasén pricesin the world oil market, whichonditioned
a sharp decline in oil production in Kakhstan, was the main external challenge for the coantrg
dependence dhe economy on the oil and gas markidie quarantine measures introduced due to the
coronavirus pandemic and the subsequent slowdown in economic activity, affecting somehadvalalmos
sectors, wadhe internal challenge. As a result, GBiFKazakhstan decreased by 2.6 peregithe end of
2020.The National Bank of Kazakhstan kept the policy rate unchanged at 9.00 percenirdueased
inflationary pressure and increased risk$urthergrowth in food prices

China was the only global powerdemonstrateconomic growth b2.3 percent in 202@&conomy
in Chinahas escaped recession and has achieved a relatipedyeconomic recoveue toa series ofhe
government stimuis measures to revive economic activity, as welbtaist isolationand population
tracking poliy focused onrestrainingthe virus spread. However, despite the positive dynamics of
economiaecoverythere argisks and uncertaintigs the Chinese ecomay due taensionwith the United
States andrecessionn i t s e c 0 n o0 neylargesivdxport rharket,sas welhas clcs el oiost all
world economy, where an increase in new caséise coronavirus infection is still recorded

The impact of COVIB19 on theeconomy inRussian was largecale and waseflected on
deterioration othe external economic conditionddcrease ilemand and oil prices), introductiontbe
restrictive measures and a decregfssronomic activity in Russidhe Bank of Russia continued to reduce
the key rate from 6.25 to 4.25 percent per annum amid the pandémidiscal and monetary measures
takenin the country to combat the consequences of the cesidted in sligheconanic recovery in the
second half of 2020. In turthe international experts expe@DP growthrecovery in the country in the
medium term, based dhesigns of resumd global econont growthand an increase in oil prices.
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Internal Conditions

Gross Dometic Product

In 2020, a significantly deteriorated external environment, along with the internal political
challenges, influencethe economy of the Kyrgyz Republiblecessary measures taken by the trading
partner countries and the Government of the KyrBgpublic to prevent the spread of coronavirus
infection, which resulted in a decrease of economic activity in the reporting year, starting from March, and
the tense political situation in the country in the second half of the yearhveemain factoref economic
slowdown Finally, at the end of 202ahe rate ofGDP reductiorconstituted-) 8.6 percent compared to
the corresponding periaaf thelast year (in Januafpecember 2019, thgrowthwas 4.6 percent).

In the reporting period, the productiontput growth rate at Kumtowasin the negative zonand
constituted-) 4.8 percentompared td 1.5 percent in 2019. Excluding enterprises for the development of
gold mining fikumtord, GDP decreased by.0 percentif JanuaryDecember 2019an increaseby
4.1percent). The GDP deflatorcreased by 1.9 p.p. compared to the same indicator in Jabaagmber
2019 (3.9 percent) andasformedpositiveat 5.8 percent

Such sectors of the economy as tra@e8(p.p.), construction.5 p.p.), industry-(.4 pp.) and
transport {1.2 p.p.) madene most negative contribution to teeonomic slowdown.

The decline irthe sector ofrade by 15.7 percent compared to Jamniz@gember 2019 was due to
areductionin the volume of wholesale (18.4 percent) and ret&il4 percent) trade.

Gross construction outputecreasedy 15.9 percenamid a reductionof investments in fixed
capital compared to Januafyecember 2019%orm the internal (by 18.9 percent) and external
(by 38.8percent) sources of financinghere wasa decrease in the volume fixed capital investments
the construction of objects of all types of economic activity, exioeptealthcare.

Decreasén industrial productioroutputby 7.5 percent compared to JanuBxgcember 201%as
due to areductionin the productioroutputof petroleum products, textile prodsctlothesand footwear,
leather and leather products, wood and paper prodagtsinting activities, etcAt the same time, there
was an increasea production otthe pharmaceutical and cirécal products.

The transport sectodemonstrateda significant downward trend of 30.9 percent at the end
of 2020,conditionedby introduction oftherestrictive measures thavmplicatedheinternal and external
transporicommunication

At the end 0£020, agriculture wasie only sector with positive growth, having slightly increased
by 1.1 percent compared to 2019 due to an increase in livestock production (by 2.0 percent).
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Table 1.1.1. Contribution of Individual Activities in GDP

2019 2020
Share, Growth Contribution Share, Growth Contribution
percent rate, in growth, percent rate, in growth,
percent p.p percent p.p

GDP 100 4.6 4.5 100 -8.6 -8.6
Agriculture, forestry and fishery 11.7 25 0.3 135 11 0.1
Industry 19.0 6.6 1.2 21.2 -7.5 -1.4

Mining 1.9 22.2 0.2 1.6 -22.4 -0.4

Processing sectors (Processing industry) 14.7 7.8 11 17.0 -7.2 -11

Provisiqn (supply) of electric energy, gateam 29 3.7 01 23 27 0.1
and conditioned air

Water supply, waste trea.tment gmabcessing, 0.2 38 0.01 0.2 21 -0.00
receipt of recyclable materials
Construction 9.5 10.7 1.0 8.3 -15.9 -1.5
Services 46.5 3.2 15 46.2 -10.0 -4.7

Wholesale and retail trade; repair of cars and 176 59 11 16.2 157 28
motorcycles

Transportation activity and storage of cargo 4.0 4.2 0.2 3.0 -30.9 -1.2

Information and communication 2.7 -0.5 -0.01 2.7 -3.9 -0.10

Other 22.3 1.2 0.3 24.4 -2.6 -0.6
Net (exclusive of subsidies) taxes on products 13.3 4.6 0.7 10.8 -8.6 -1.1

Source NSC KR

Inflation

In general, the formation of treurrentinflation in the country was mainly due to the influence of
nonmonetary factors: the consequences of the intreditestrictionsduethe spread of the COVHR9
disease This caused aincrease in pricefor imported food products, a global trenfithe US dollar
strengthening, as well as an increase in prices for certain types afefadted fronrise inprices inthe
world food markets.

Despite the significant impact severalnonmonetary factors on inflation, the National Bank
managed to keetheinflation ratewithin the mediurrtermtargetsof the monetary policy. Thu@ 2020,
the average annual inflation rate amounted to 6.3 percent, while during the year the annualgrdlation
rates varied in the range from 3.2 to 9.7 percent. Market infladorainedmoderate andonstituted
3.4percent at the end of 2020. The price index for thefood commoditygroup and for paid services in
annual terms made an insificant contrbution to the CP4 (+) 0.7 p.p. and (+) 0.5 p.pccordingly

In difficult economic and political conditions, the National Bardnducteda policy focused on
ensuring price stability and maintaining thestainabilityof the financial systenm the country At the
same time, thenonetary policyinstruments of the National Bank wegenerallyaimed at stimulating
economicactivity.

CONTENT
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Chart 1.1.1. CPI in the Kyrgyz Republic (cumulatively The inflation growth wagrimarily
year-to-date to the corresponding period of the conditionedby a sharp increase in food
previousyear) prices (+17.6 percent) in certain periods

during 2020.In 2020, he total incease in
prices for the groups i
cereal so, idimeat anmaden d at s
more than 60.8 percent of the existing
growth in CPI in annual terms. This is due to
the influence of supply factors anchport
prices movementwhile thefood prices have
increasedignificantly ezen in the producing
countries Within the commodity group, an
increase in pricefor meat products had the
most significanimpact on the growth of the
general price level: prices for them increased
by 23.3 percent (orinput to the CPI
+2.4p.p) in annual terms, while theyave
a relatively large share ithe consumer
Source NSC KR basket.

Large volumes of exported meat and livestock from Kyrgyzstan to the neighboring countries
influenced he dynamics of prices for meat products.

Formation ofthe prices for consumer goods and servieeglusive offood products, is relatively
stable and is close to the target of the National Bank7opércent.

Taking into account thef@arementioned facts, as well as the situatiothie world food markets, in
2021 certain risks of volatility in pricesrfthe main imported food products are expeetaitlan increase
in theworld food prices.
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Chart 1.1.2. Dynamics of the Kyrgyz CPI and the Since the second half of 2020, the
FAO Index FAO index (ood Price Index has
demonstrate@n upward trend in prices due

120 120 . . .
to rise inquotations forcropsand vegetable
115 L . . L.
e 115 oils. The sharp increase iprices for
Lo /f/ - 110 vegetable of since the second half of
= I M g - 105 .. 2020was conditionedby a reduction in
Q 100 o . Ty ~’. % ) .
s o / - 100 £ supply from the largest producing countries.
e 95 In addition, the decline in sunflower
o e o0 harvest in Russia and Ukraine, as well as
80 g5 active demand in the world market,
= S 2 2 8 contributed to risén prices forsunflower oil.
o o o o o During the reporting period, the FAO price
index increased for all commodity items,
= === The annual value of CPI KR
except formeat.
------ The annual change of the FAO index

The price indices in the world food
markets reached their maximum value
duringthe previousthree years, whicposed
inflationary risks for Kyrgyzstan.

FAO index (right scale)

Source NSC KRwww.fao.org
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Labor Market and Wages

Chart 1.1.3. Number of Officially Employed and Unemployed According to the Ministry
People of Labor and Social Development
of the Kyrgyz Republic, as of
600,000+ rss January 1, 2021, the number of
500,000 AN zz unoccupied people in search of
400,000 [ \ . work registered at the state
2 | \ 15 8 employment service increased by
g 2000007 AN U \ | 108 4.8 percent compared to thanse

date in 2019 and amounted to
98.7thousand people. As of
January 1, 2021, the number of
registered unemployed people
increased by 0.7 percent compared
to the same indicator of 2019 and

200,000

100,000 4

0 1=

Services constituted 76.7 thousand people.
s Public administrati i

Public administration The registered unemployment rate

C tructi

In%ﬂsst?f ion made 3.0 percent of the
o Indusin . . .
— G%I\::vEtjh l:;?e of employed population (right scale) economlca"y active pOpUIatlon'

- Growth rate of registered unemployed persons (right scale)

Source: NSC KR

Education (35.0 percent), services (32.1 percent) and industry (13.9 percent) remained the ma E
employment sectors of the alledied population. It can be noted that the official data do not indicate that il
the number of employed population has signifigaotlanged over the past three years. E

Chart 1.1.4. Average Monthly Nominal Wages of the In the reporting period, there @)
Employees at the Enterprises and Organizations by Economi was a multidirectional growth of O
Activity wages in the Kyrgyz Republic At
the end of 2020, the average
40,000 - hi inal
JEUPRRRTt TIRINRNY | monthly nominal wage per an
35,000 - SPURPPRIEEN 4 _° employee increased by 7.7 percent
00’ - . .
o’ e —m——g” compared to thesame indicatoof
80,0007 " 2019 and amounted to KGS 18.5
25,000 - thowsand. The largest increase in the
" _ .- average monthly wagegowth rate
© 20,000 - = = b din administrati d
- — was observedn administrative an
15,000 - support activities (20.0 percent),
e ————0 education (18.8 percent),
100001 go===0====9= information and communications
5.000 . . . . ~ (16.3 percent),in water supply,
2016 2017 2018 2019 2020 waste cleaning, treatment dn
= <0 = Agriculture Industry _ receipt of recyclable materials
Construction = «® == |nformation and communicatiot
««+® «+ Financial and insurance activities= @ < Public administration (15-4percent)-|n 2020, eal wages
==o—= Average monthly nominal wage increased by 1.3 percenbmpared

to the previous year
Source: NSC KR
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State Budget

In 202Q full or partial suspension of tHmusiness entitiésactivities, closure ofheland and air
borders due to the introduction thfe emergencysituationandthe state of emergency in Mardflay, as
well astherestrictive measuretakendue to the threat of theOVID-19 diseasespread, had a negative
impact on the economy of the KyrgiRepublic and, accordingly, dhetax and customs revenues to the
state budget. The government has twice formed an emergency budget, it became necessary to optimize
budget expenditures and direct funds to priority health care expenditures, social profebtextremely
poor citizens andarrangemenand conduct of early presidential elections.

A large gap betweethe government revenues and expenditwresditioneda high level of the
statebudget deficit, which at the end of 2020 amounted to KGS &#liBn or 3.3 percento GDP
(in 201971 0.1 percento GDP). At the same timeén 202Q the budgetary policy made a less noticeable
pro-inflationary contribution to pricenovement compared &xpectations, since the budget deficit at the
end of the yeamas lowercompared to the forecasts the approved budget law. This was due to
overfulfillment of thenontax revenuegplan and optimization of expenditures, while, according to the
Ministry of Finance of the Kyrgyz Republic, all applications receivethftioe statdinanced entitiesor
social payments and protectexbenditurdtems were fully funded.

Table 1.1.2. Main Parameters of the State Budget of the Kyrgyz Republic

Fact Law*
Jan-Dec2019  Jan-Dec2020 2020 2021 2022
Billion % to Billion % to Billion % to Billon %to Billion % to
of KGS GDP ofKGS GDP of KGS GDP ofKGS GDP ofKGS GDP
Total revenues 1485 240 1347 225 139.4 239 1729 27.2 1742 25.2
of which
Tax revenues 1059 17.1 919 154 96.9 16.6 127.1 20.0 1375 19.9
Non-tax revenues 29.1 4.7 30.9 5.2 291 5.0 277 44 254 3.7
Grants 135 2.2 11.9 2.0 134 23 181 238 113 16
Total expenditures 1493 241 1545 258 169.1 29.0 181.4 28.6 181.3 26.2
Current expenditures  122.4  19.8 1338 224 142.2 244 1449 228 1458 21.1
Capital expenditures 26.9 4.3 20.7 35 270 46 364 57 356 5.1
Deficit(-) / Proficit (+) -09 -01 -19.8 -3.3 -29.8 5.1 -85 -1.3 -71 -1.0

*According to the Law of the Kyrgyz LRaevw udfl itch ei Ghy rign
state budget of the Kyrgyz Republic for 2020 and forecast for2022 20 and #AOn the state
for 2021 and forecast for 20220 2 3 0

Source: MF KR
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All social obligations were fulfilledhroughthe external borrowingsfinally, atthe end of 2020
the public debtincreasd by 27.4 percent compared to 2048d amounted to KGS 407.1 billion or
68.04percento GDP. Taking into account the agreements reached on the temporary suspension (until the
erd of 2020) of external debt servicing to the main creditor courdtiesothe coronavirus pandemic and
its negative consequences for the econdt®S 30.7 billion or 5.1 percenb GDP were allocated to repay
the public debt

The current fiscal policy, when the government is forced to turtheadonors for financial
assistance to fulfill its internal obligations, in the long term megylt inan increase ithe obligations to
repay the public external debt and, accordingiyan increase in the budget deficit.

Macroeconomic Risks

Severgaestrictive measures to prevent the spread of coronalisaasetaken by the Government
of the Kyrgyz Republic since the second half of March 2629)lted irsharp decline in economicayth
until the end of 2020. Macroeconomic riskere still observedintil the end of the reporting year due to
the tense political situation after the parliamentary electemg]the currentepidemiological situation in
the country.

According to forecasts of the National Baittke inflation rateis expected to acceleragkghtly in
2021 ,howeverit will remain in singlevaluesin the absence of other shocks and an increase in administered
prices. Suchnflation dynamics will be mainl conditioned bythe growth ofthe world and regional food
prices in the first half of 202V&luein the CPI- 45.4 percent)While in the second half of 202the effect
of pro-inflationary factors will be exhausted and by the end of 202LCPIldynamts in annual termgill
be gradually stabilizd The nflation risks associated with the planned increase in excise taxée on
alcohol and tobacco products in the first quarter of 2021 and the discussed increase in tariffs for pu
transport will affect prices throughout the year.

Chart 1.1.5.Status of the Public Debt The difficult situationin the

labor market and the need to take further

4500 70 fiscal measures to reduce the state
;’gg:g budget deficit willprevent froma faster
2 3000 recovery of domestic demand in the
X o500 A S near future. A high share of external
g 200.0 - § borrowing is still observedin the
= 1500 structure of public dat. Therefore the
100.0 - sensitivity of external public debt to
50.0 | changes in the exchange rate of the
0.0 - i
e 5 =z oz g nagative st on (e suswbabiiy of
N N N N N
#, State domestic debt public debt.

= State external debt
— State external debt in percent to GDP (right scale)

Source NSC KR
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1.2.Structure of the Financial Sector
Institutional structure of the financial sector in the Kyrgyz Republic is represented by the
commercial banks and other financial institutions.

Table 1.2.1. Institutional Structure of the Financial Sector
(number of the financial institutions

Financial institutions 2016 2017 2018 2019 2020
Commercial banks 25 25 25 24 23
Other financial companies, including: 704 688 695 667 646
(Nggrég?'nmgﬁlgir:g\mal credit organizations 673 657 664 636 616
Microfinance organizations, including 162 150 142 137 134
microcredit companies 103 96 95 89 87
microcredit agencies 53 47 39 39 38
microfinance companies 6 7 8 9
Specialized FinancigCredit Organization 1 1 1 1 1
Credit offices 0 0 2 2 2
Credit unions 116 110 106 95 92
Exchange offices 394 396 413 401 387
0JSC "Guarantee fund" 1 1 1 1 1
Insurance companies 19 19 19 19 17
Investment funds 9 9 9 9 9
Stock exchanges 1 1 1 1 1
Pension funds 2 2 2 2 2

Source: CBs, NBFCOs, NSC KR

At the end of 2020, assets tife banks and the NBFCOs constituted KGS 317.9 billion or
53.1percent to GDP.

In 2020, the total loan portfolio of the financial sector constituted KGS 185.7 billion or 31.0 percent
to GDP. The share of t he ban kial8ectorma@easedhbyd.6 pphaad | o ar
at the end of 2020 made 87.5 percent (Chart 1.2.1).

Chart 1.2.1. Structure of the Loan Portfolio Chart 1.2.2. Sectoral Structure of the Loan
Portfolio in the Financial Sector
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watz4 Share of NBFCO I.oan portfolio . Industry m Agriculture
mmmm Share of the banking sector loan portfolio = Trade and commerce = Construction and mortgage
—e— Loan portfolio of the financial sector (right scale) 1 Consumer loans = Other
Source: CBs and NBFCOs Source:CBs and NBFCOs
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The high concentration of loans was still observed in the trading sector (banks) and agriculture
(NBFCOs) within the sectoral structure of the loan portfolio in the financial sdt¢teaggregateshare of
the loan portfolio of the financial sector in taforementionedsectors of the economy at the end of
2020constituted44.0 percent of totassuedoans and amounted to KGS 81.7 billion (Chart 1.2.2).

CONTENT
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1.3.Financial Markets

In 2020, thedynamics of the US dollar exchange ratedeveloped mainly under the influence
of negative external economic factors. The effect of external shocks was largely offset by the current
freely floating exchange rate, as well as by thtlat i o n a | inteBentioksd which smoothed
significant fluctuations in the US dollar exchange rateagainst the Kyrgyz som. The volume of

operationsin the money marketdecreasedsignificantly compared to 2019T h e
increased in the longetterm segment i the government securities marketT h e

increased h the context of changes in the external environment and thaurrent internal conditions
Nat i

int he mar ket of

1.3.1.Currency and Money Market

Currency Market

Chart 1.3.1.1. Dynamics of Interventions of the NBKR

in the US Dollar Market
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Bankds notes

The situation in the domestic
foreign exchange market and the behavior
of its participants largely depended on the
external economic situation.

The negative economic
consequences of the pandemic were the
main reason for the national currency
depreciationin the reporting period and
were largely conditioned by the reduction
in the volume of the foreign economic
operations and the volatile environment in
the world commodity and financial
markets.

In 2020, the US dollar exchange
rate against the Kyrgyz somdreased by
18.9 percent, from KGS 69.5117 to KGS
82.6498 /USD 1. A similar trend of the US
dollar strengthening was observed in the
markets of most developed and developing
countries. At the same time, the available
sufficient stock of international reses
and the possibility to take operative
measures by the National Bank through the
foreign exchange interventions ensured the
ability to maintain a stable situation in the
domestic foreign exchange market.

In 2020, he decline in business
activity worldwide and in the countryvas
due toa slight decrease in the volume of
operations ompurchase and sale of foreign
currency €14.5 percent,down to KGS
1,001.2 billion). The volume afperations
decreased for all major types of currencies.

participants
participants
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Money Market

The money market is a component of the financial market that provides the economy with financial
resources for a period of 12 months or less. The money npakéties théenderswith the opportunity to
receiveprofit by investingtheir money, andhe borrowersi with the opportunity of flexible liquidity
managemenfThus, the money market performs the function of efficient distribution of financial resources
in the economy. In 2020, activity in the interbank credit market decreased compared to thes yessipu
andtheinterest ratetncreased compared 89172019.The interest rates in the money market ansong
the factorof theirformation in the capital market.

In 2020, the volume odperationgn the interbank credit market amounted to KGS 30lliohj
which isby 23.4 percent lowetompared t@019.In the reporting period, 11 standarperationsn foreign
currency wereconducted irthe amount of KGS 1.2 billion, standasgerationan the national currency
were notconducted, and all other opg¢ionswereconductedn repo terms. Thaverageveighted rate in
the interbank marketignificantly increased compared to 3.02 percent registered in 2019, up to 3.75 percent
In general, thevolatility of rateswas generally low and comparable to 2019e Berageweighted
maturitiesincreased from 4.6 days in 2019 up to 7.0 days in 2020

The volume of overnight loans provided by the National Bardufgport theshortterm liquidity
of the banks increased by 12 times compared to 201@randnted to KGS,533.7 million at the end of
2020 The volume of fundplaced by thecommercial banks on overnight deposits amounted to KGS
1,175.6 billion (+20.4 percent compared to 2019).

1.3.2.Securities Market

During the reporting period, there was a sligbtrease in the volume of investment inEils of
the Ministry of Finance of the Kyrgyz Republic compared to the previous year due to the low activity o
the participants. The volume of borrowings changed mainly due to the decline in the volume of issue
3- and 6month securitiesThe results of auctions showed thife weighted average yield of $Bills
increased from 5.1 percent in 20dPto 5.9 percent in theeportingperiod. Thevolume ofsales, taking
into account additional placements, decreaseth KGS 5.4 billion in 2019down to KGS 1.0 hillion
in 2020.

Operationsn the secondary markeh ST-Bills purchasedale were notonductedn the reporting
period.

The dynamics of indicatorsnithe ST-Bonds market, on the contraryindicated existing
attractiveness of these ass#istheinternal and external investors and their desire to rethegsks in
the long term by purchasing these securities with a relatively high yield. In the structiFfeBonds
circulation, the main holders wetlge institutional investorswith the share 056.1 percent.

In addition, during the reporting period, there was a slight increase in the activity-tfsigdents.
Thenonr e s i demandrefi@ctedstabilization of thee x t e r n a | expectatiens. Theveighted
average yield oST-Bondsincreasedipto 11.0 from 10.3 percent in 2019. The rajemsvamid a negative
situation intheexternal financial markets and accelerated inflatédg whichresulted iran increase in the
cost of funds provided forohger periods. The total sales of-Bdnds, taking into account additional
placements in 2020increased by 41.1 percent compared to the previous yeara@odinted to
KGS 16.2billion.

In thereportingperiod, the participanls o0 p e in thé secomdargnarket of STBonds increased
by 3.2 times (up t&KGS 4.1 billion in nominal terms).

In 2020, the National Bank increased the volume of tswges to absorb excess liquiditytoe
banks and prevent stimulation of inflationary processes. Thus, in #ileemthere was redistribution of
t h e i nfundsdntfavar atheshorterterm notes of the National Bank. Th&ay notes were primarily
in demanghowever, it should be noted thatthe r t i @dtiyityaimthie snérkedf 14-day notes increased
significantly, while the volumes & longer instruments remained lowm. 2020, he volune of sales of the
Nat i on ahoteBircredséd by 2.1 times, up to KGS 276.7 billion.
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1.4.Real Estate Market

At the end of 2®0, there was an increase of therice indext in the real estate market of the
Kyrgyz Republic due to the rise in prices for individual houses and apartments compared to 281

There was also an increase in the average wage level, which favorably affected the housing
affordability index.

Risks to the financial sector from the real estate market remain moderate, which was
conditioned by insignificant share of the mortgage loartsn the total loan portfolio of the banks.

At the end of 2020, property price indicreased byl.0 p.p. (up tol3.5 percent)the property
basis price index by 28.1 p.p. (up to 136.0 percernit) the Kyrgyz Republic due to growth in prices for
individual housegy 18.0 percent anfibr apartment$ by 9.4 percenttompared to 2(

Chart 1.4.1. Price Index Growth Rate in the Chart 1.4.2. Basis Price Index Growth Rate in

Real Estate Market the Real Estate Market
20 - 140
130 -
10 - 120 -
€ . 110
[0} c
o (4]
o O © 100 A
o [}
o
90 A
-10 - 80 -
70 A
-20 - 60 T T T r )
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
—— Property Price Index —— Property Price Index
Source:SALR GKRNBKR calculations Source:SALR GKR NBKR calculations

As of December 31, 2020, the average pfarel square meter of housing (apartment) in Osh
increased by 4.6 percent (up ¥®GS 37.5 thousand), in Bishkek by 11.2 percent (up to
KGS 550 thousand) compared to 2019. The average foicé square meter ahdividual houses in Osh
increased by 24.0 percent (up K&S 66.7 thousand), in Bishkek by 14.7 percent (up t&KGS
57.6thousand).

In 2020, he number of transactions the real estatpurchase and satkecreased by 17 percent
and amounted to 3B33. In particular, the numbeif transaction®n purchase and sale tife apartments
decreased by 18.7 percent, dimeltransactions on purchase and sale of the hdasesasetly 15.2 percent
compared to 2018nd amounted to 21,987 and 24%6,accordingly

1 The Laspeyres index method was used in developing price index for the real estate.
In general, the Laspeyres index is computed as follows:

L=(L=(B |-

wee e Paco

where

K = number of real estate types;

Qoi = number of real estate of type i in the base period;

Poi = price of real estate of type i in the base period;

Pti = price of the real estate of type i in the current period.
2Currently, a mortgage loan is usually a leegn loan extended on security of the title to real estate in the Kyrgyz Republic.
3 The year 2010 was taken as the base period
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Chart 1.4.3. Dynamics of Price Changes fo  Chart 1.4.4. Dynamics of Price Changes fo
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There was a decrease in the level of commissioning of housing fundsthe end of 2020, the
decrease in the aggregate level of commissioning of housing funds constituted 34.5 percent compareq
2019 due to the reduction in the volume of housing fundsrissioning in all regions of the country,
exclusive of Issyiul, Naryn and Talas regions (Table 1.4.1).

Chart 1.45. Dynamics of Housing
Commissioning and Loan Extended for
Construction and Mortgage*
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4 Data for the peod.
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Table 1.4.1. Geographic Structure of Commissioned Housing

2019 2020
Total Share of total Total Share of
commissioned area, % commissioned total area, %
area thous. sg.m area thous. sq.m
Bishkek city and Chui region 662.4 48.0 305.6 33.8
Oshcity and Osh region 265.9 19.3 201.2 22.3
Other regions of KR 451.8 32.7 396.5 43.9
Total 1,380.1 100.0 903.3 100.0

Source: NSC KR

As of December 31, 202Ghere wasa decrease in the volume of loanextendedto finance
construction and mortgage loans compared to 201%o0, in 2020, the volume of loamxtendedfor
construction decreased by 40.6 percedoinnto KGS 4.1 billion), and the volume of mortgagans- by
19.0 percentdownto KGS 5.9 billion). There was maingl a decrease in the volume of loans issued in
foreign currencyn the construction sectofhere was a@ecline in the volume ahortgagdoans issued in
thenational and foreign currencies.

Chart 1.4.6. Loans Extended for Construction and

Mortgage®
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5 Data for the period.
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At the end of 2020, residential houses are generally constructed and commissioned at the expense
of the population (93.6 percent of their total commissiofiing)

As of December 31, 2020, the share of loans for construction and mortgages decreased by 0.3 p.p.
and amounted to 19.1 percent (Chart 1.4.7) in the total loan portfolio of the commercial banks.

Chart 1.4.7. Total Share of Loans for Mortgage and
Construction in the Loan Portfolio of Commercial Banks’
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—— | 0ans for construction and mortgage (right scale)

Source: CBs, NBKR

The total volume ohonperformingloans for mortgage and construction increased by 24.6 percent
and amounted to KGS 3,036.1 million. At the same tim&020,the aggregateshare oonperforming
loansfor the aforementioneskectors decreased by d.p.and amounted to 17.8 percent of the total volume
of nonperformingloans in the banking sector (Chart 1.4.8). The volumaasfperformingloans for

mortgage and construction in fagge currency increased by 9.0 percent and amounted to KGS
1,962.9million.

CONTENT

Chart 1.4.8. Dynamics of Norperforming Loans
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Box 1. Housing Affordability Index

As of December 31, 2020, the level of the housing affordability in the KyRgpublic increased fror
5.9to0 6.0 years compared to 2019. This is due to the growth rates of real estate prices (by 9.4 percent) ¢
the growth rates of the average monthly nominal wages (by 7.7 percent) (Chart 1).

Chart 1. Housing (Apartments) Affordability Chart 2. Housing (Apartments) Affordability

Index without Minimal Consumer Budget Index including Minimal Consumer Budget
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Sources: NSC KRSALR GIR, NBKR Sources: NSC KRSALR GIR, NBKR

According to the results of 2020, to purchasepartment of 54 square meters in the Kyrgyz Republic
should save the average monthly nominal wage of the family, where the income is received by two pe
6.0years with other conditions being equal.

According to the resultsf 2020,a family of three peoplen the Kyrgyz Republiovith the minimum
consumer budget )§GS16,075.6 (43.5 percent of the total family incomvé) need10.6 yearsn order to purchas:
housing (Chart 2).
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Box 2. Stress Testing of Impact from Price Changes in the Real B¢ Market on the Banking Sectof

As of December 31, 202€he share of loans secured by pledged real estate constituted 34.3 percel
total number of loans in the loan portfolio of the bariikee volume of pledged real estateplatigevalue) amountec
to 73.5 percent of the total collateral for the loan portfolio.

Credit risks for the banking sector arenditionedby possible decrease in the valugplifdgedreal estate
below theloan paymenbalance andurtherpotential refusal o borrowerfrom loanrepayment

Stress testing is focused on quantitative assessment of possible losses from outstanding |
identification of the most vulnerable banks (groups of banks

Scheme 1. Results of Stress Testing of Impact from Price Chgas in the Real Estate Market on the
Level of Credit Risk of the Banking Sector

Risk of capital

Potential losses of Potential losses of :
: adequacy ratio
the banking sector large banks e
"Historical" scenario* \
(decreasein price forreal — » = - e e
estate by 23% per a year)
- - W
\ "Alternative" scenario
decrease in price for real KGS -6.6 billion KGS -8.0 billion 3 banks
estate by 40% per 2 years)
KGS-21.2 billion KGS-17.2 billion 5 banks

* At the end of 2008, prices for real estate in Kyrgyzstan decreased by 23 percent

In addition to stress test, threshold level of decrease in prices for real estatbawkepotentially suffe
losses, was calculatedhe banking sector potentiallyuffers lossesif prices for the real estate decrea
by 33.5percent, large bankdy 26.8 percent. The risk ofpital adequacy ratigolation by the banking sector, ¢
well as bythelarge banks, arises whernices for theeal estate decrease by 53.5 and 43.8 peraecdydingly

The possible difference in the estimated value of pledged real estate, which may be less than tt
value by approximately 20 percent, we taken into account by the banks in calculations of the stresBakistg
into account aforementioned facts, prices for real estate can decrease by 20 percent

CONTENT

8Stress test was conducted on the basis of sutvdyas ot Deoemeer ci al

31,2020.
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IIl. BANKING SECTOR

Growth of the main indicators of the banking sector: assets, capital, deposit base, loan portfolio
and indices of financial intermediation was observed at the end of 2020 compared to 2019.

At the end of the reporting period, systemic risks of the banking sector are available and
estimated as moderate. The banking sector is characterized by a high level of capital adequacy, indicating
the availability of the potential to further increase tHevel of financial intermediation, efficiency and
sustainability of the banking sector in the future.

2.1.Major Trends of the Banking Sector

As of December 31, 202023 commercial banks (including the Bishkek branch of the National
Bank of Pakistan)an8 12 banksé branches worked in the terri
there were 16 banks with foreign participation in the capital, including 11 banks with foreign participation
in the amount of more than 50 percent. All banking institutiorie@tountry are universal by the type of
business.

Assets

Generally, the growth in the volume of the banking sector assets was observed at the end of 2020.

— Assets of the banking sector amounted to KGS 289.3 billion, having increased by 16.2 percerdgccompa
E to 2019 (Chart 2.1.1).
= Chart 2.1.1. Dynamics of Assets in the Banking The growth of assets was mainly
Z Sector provided by increase of:
O - the loan portfolio by 11.0 percent or
O 350 ; 30 KGS 16.1 billion;
300 |25 - liquidity in the form of cash and cash

on correspondent accounts by 23.4 percent or
- 20 KGS 7.3 billion.

The share of loan portfolio in the
structure of assets constituted 56.2 percent,
having decreased by 2.6 p.p. compared to 2019.
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Source: NBKR

Loan Portfolio

In 2020, growth of the loan portfolio was obseruedll sectors of economy.
At the end of the reporting period, the level of dollarization of the loan portfolio in the banking
sector decreased by 2.2 p.p. compared to 2019 and amounted to 32.9 percent (Chart 2.1.2).

9 The data are submitted according to periodic regulatory reporting of the commercial banks (PRBR).
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Chart 2.1.2. Dynamics of LoanPortfolio in the Chart 2.1.3. Structure of Loan Portfolio by

Banking Sector Maturity
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The major shares were accounted for the-@mnm loan&’ 1 44.1 percent or KGS 71.6 billion, and
for the mediurterm loanst extended for 8B yearsi 41.0 percent or KGS 66.6 billion in the structure of
loan portfolio by maturity (Chart 2.1.3).

|_
Liabilities E
At the end of 2020, liabilities of the banking sector of the Kyrgyz Republic amounted to E
KGS 243.5billion, having increased by 17.7 percent compared to 2019. @)
At the end otthe reporting perioddeposits of individuals and ndimancial enterprises increased O
by 19.1 percent and amounted to KG88L 5 bi I | i on (Chart 2. 1. fgn T
financial enterprisesd deposits in the banksbo

The share of liabilities in foreign currency in the total volume of attracted functsased by
2.9 p.p. and amounted #2.0 percent (Char2.1.5).

Chart 2.1. 4. Structur Chart 2.1.5. Banksd
the Reserve Sources Currency
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Source: NBKR Source: NBKR

10 ong-term loansare thdoansextendedor more than three years.
11 Mediumterm loansare thdoansextendedor 1-3 years
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Financial Results

Chart 2.1.6. Profitability Indicators of the Banking The deterioration of profitability
Sector indicators in the banking sector at the end
of 2020 was observed compared to 2019

3,500 - 10 .
L9 due to increase of LLP expenses.
3,000 L 8 - ROA constituted 0.9 percent;
U) 2,500 1 -7 . - ROE formed at 5.5 percent.
.,86 2,000 2 g Net profit of the bankingsector
§ 15007 L4 &  decreased by 20.4 percent and amounted to
E 1,000 -3 KGS 2.3 billion (Chart 2.1.6).
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Source: NBKR

Capital Adequacy

With statutory minimum capital adequacy at 12.0 percent, at the end of 2020, this figure amounted
to 24.9 percent (Chart 2.1.7), having increased by 0.&prppared to 2019.

Chart 2.1.7. Dynamics of Capital Adequacy Ratios At the same time, the actual level

of capital adequacy in the banking sector,
generally formed according to the results of
25 1 -\-_\.’_./I 2020, can further increase the volume of
23 - risky and earning assets by two times,
without exceeding established level of

21 -
‘\‘\./‘/‘ capital adequzy.
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—m— Capital adequacy ratio (K2.1.) not less than 12% of certain potential to increase the level of
——Tier | capital adequacy ratio (K2.2.) not less than 6% financial intermediation and efficiency of
—e—Leverage ratiog 2 nowess than 8% the banking sector activity in the future.

Source: NBKR
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2.2.Banking Sector Risks

2.2.1.Credit Risk

A credit risk is one of the main risks that accompany banking activity.
In the reporting period, the share of roerforming loans in the loan portfolio of banks increased
from 8.0 percent up to 10.5 percent compared to 2019 (Chart 2.2.2).

Chart 2.2.1. Dynamics of Loan Portfolio Chart 2.2.2. Loan Portfolio Quality
180,000 100 - - 18,000
- 16,000
160,000 s 80 1 L 14,000
12,000 ®
) 60 - 2
@ 140,000 = - 10,000 £
X 8 o
5 / 5 0l - 8000 §
S 120,000 = L 6,000 E
g / 20 L 4,000
100,000 7 L 5 000
0 - - 0
80,000 2016 2017 2018 2019 2020
#wew Share of non-performing loans
60,000 . . . . . _
2016 2017 2018 2019 2020 mmmees Share of performing loans
—ae— \/olume of non-performing loans (right scale)
Source: NBKR Source: NBKR

In order to assess the quality of the loan portfolio, the commercial banks use a loan classificatic
system, which contributes to determining the possible level of potential losses from bad loans a
compensating them in time through creation of apprapriegerves (Chart 2.2.3).

The indicator of the risk of default on assets (the ratio of special loan loss provisions and loar

portfolio) increased by 1.7 p.p. compared to 2019 and constituted 6.2 percent.
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Chart 2.2.3. Indicators of the Loan Portfolio Quality Aggregate reserves created by the

commercial banks increased by 2.0 p.p.

14 compared to 2019 and constituted
12 Va 9.0percent of the total loan portfolio.

10 /,A Meanwhile, the share of special
o ~__ / loan loss provisions in 2020 constituted

percent

o\\‘_‘,_j 69.3 percent of the total reserves
6

) '\\F./ L / (Chart2.2.4).

2016 2017 2018 2019 2020

—— Share of non-performing loans in the loan portfolio
—a#— Share of overdue loans for more than 90 days in the loan portfoli

—e— Share of loans in the status of interest non-accrual in the loan po

Source: NBKR

Chart 2.2.4. Total and Special Reserves Chart 2.2.5. Volume of Nonperforming Loans by

Sectors of Economy

million of KGS

16,000 18,000
16,000
14,000
12,000
10,000
8,000 -
6,000 A
4,000 A
2,000 A

0 4
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020

million of KGS

) Other =Consumer ®Mortgage @ Construction
mmoom Special LLP  ##2%% General LLP —e—LLP expenses

Trade 5 Agriculture  ®Industry

Source: NBKR Source: NBKR
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As of the end of 220, the highest concentration of credit risks was still observed in the trade sector
economy (Chart 2.2.5).
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Financial Status of Household¢

The financial sustainability indicators of households decreased slightly because the growth of
population debt to the financial sector outran the growth of their incomes.

As of June 30, 2020, the househol de2XMlpgkedt r at i
compared to the same period in 2019 (Chart 2.2.6).

Chart 2.2.6. Indicators of Householdé Financial Chart 2.2.7. Factors of Population Balance

Soundness Financial Soundness
70 - ! 80,000 - |
1
1
1
60 4 ! / 70,000 4 :
1
I 60,000 '
50 - 1 .
» : 50,000 - !
S 401 ! %) :
O \ © 40,000 |
L 30 ! :
! 30,000 4 i
1
20 ! .
! 20,000 | : ;
10 A ! 1
i 10,000 - !
1
0 -1 - T T T £ : £ T o :I r ,
HI HI !

2016 2017 2018 2019 2016 2017 2018 2019 HI HI

2019 2020 2019 2020
mm Financial assets/GDP £ZFA Debt/GDP Average income Average expenses
sOte" L/ vy € d=teDept/Disposable income —— Average nominal salary

At the end of the first half of 2020, the share of remittances decreased by 1.9 percentage poin
down to 34.5 percent of the population gross incomes (Chart 2.2.8). Meanwhile, remittances of migr
workers were still a significant source of househotwime.

Chart 2.2. 8. Structure o0 In the first half of 2020, in the
Sources structure of househol ds

share was accounted for labor income,

100 - - 320,000 which constituted 69.0 percent of the

- 280,000 population gross incomes (Chart 2.2.9).
| - 240,000

60 ] / (D
- 160,000 ¥
U E— 4
40 1 i - 120,000 2
: - 80,000 2
20 + ! =
| - 40000 E

0 3 )

2016 2017 2018 2019 HI
2019 2020

Internal sources of households income - KR

80 -

percent

mm Foreign sources of income - workers' remittances
—&—|nternal income (right scale)
—e— Remittances (right scale)

2According to the official statistics data of NSC KR based
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Chart 2.2.9. Structure of

500,000
400,000
300,000

200,000 i

million of KGS

100,000

2016 2017 2018 2019 ' HI 2019 HI 2020

mother cash inflow

zincome from private subsidiary farming

social transfers

mincome from employment (including entrepreneual)

In the structure of household expenditures, the main share fell on consumption (Chart 2.2.10),
which limited the growth of savings and investments.

Chart 2.2.10. Structure of

350,000

—
T

[9))]
= 2
z .

c
@) 2

€

2016 2017 2018 2019 HI 2019 HI 2020
mfood products ez non-food products E paid services

@taxes, fees, paymenmother cash expenses

A significant share of consumer expenditures, that constituted 85.1 percent of total expenditures in

the first half of 2020, may affect the ability of households to meet their obligations in case of revenue
reduction.
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Box 3.The Survey Results of the Commaegial Banks Clients
(Sectoral Structure)

According to the results of the commercial banks survey, at the end of the reporting pe
significant share of extended | oans (47.3 p
productionsector of the econonty thereby reflecting contribution of the banking sector in creation o
countrybés GDP, meanwhile, 18.1 percent of iz«

Chart 1. Sectoral Structure of Loans as of Domestic banks forwarded 50.2 perct
December31, 2020 of the loan portfolio to the production sect
(GDP) and 14.5 percerit to finance imports.

60 - . .
Generally, foreign banks also provided loans
50 - .
the production sector of economy (44.9 perce
40 In 2020, the share of loansrfvarded to finance
g 301 imports constituted 21.1 percent of the Ic
g 20 portfolio (Chart 2).
10 - §
0 - |
Loans for the Loans forthe Loans for Other loans
production production import
sector, internal sector, export  financing
consumption oriented
oriented
%2019 ® 2020
Source: CBs

Chart 2. Sectoral Structure of Loans by the Groups of Banks as of December 31, 2020

60 - 60 -
m | oans for the
® Loans for the production sector
production internal
50 4 sector, interne 50 consumption
consumption oriented
oriented
40 4 40 - Loans for the
I;;?(?c?jci?gr:he production sector
2 % N sector, export % export oriented
8 30 - % oriented S 30 —~ )
g % Q 22
3 % Loans for Loans for import
20 % import 20 4 financing
% financing
10 4 % 10 A
% 2 Other loans = Other loans
Large banksMedium banksSmall banks Domestic banks  Foreign banks

Source: CBs

CONTENT

13 The production sector means the activity of the bank clients connected with the production of goods and services

(construction,comnunication and automobile repair shop services, transport services, real estate leasing, hotels,

restaurants, etc.)
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Box 4. Results of
Borrowers solvency
At the end of 2020,

t he

t he

Sur v e@lientsf

| evel

15

of debt
index* increased by.4 p.p. compared to the same indicator in 2019 and constiizgurcent.

Co

b

Char't 1. DTI L e vamgést By the groups of banks, the largest debt bur
Borrowers was observed in the major borrowers ofldrge banks
85percent of the borrow
1y At the same time, the lowest level of debt burden
12 observed at the same level in the major borrowers o
a0l medium banks and constituted 3.8 percent.
g 6
4 4
2 4
0
2019 2020
mDTI Level
Source: CBs, NBKR
Table 1. Debt Burden of 15 Banksdé Largest B
Banking Large Medium Small
sector banks banks banks
Loan balancehillions of KGS 40.8 235 8.3 9.0
Share of Ioan_s ir_1 15 Iarges; borrowc_ars in the total vol 248 256 165 39.9
of loan portfolio in the banking sectan, %
Rat_io_of expenses for | o 6.2 85 3.8 5.9
total incomejn %

Source: CBs, NBKR

In 2020, the level of debt burden in the foreign banks was higher than in the domestic

(Table2).
Table 2. Debt Burden in the Domestic and Foreign Banks at the end of 2020
Domestic Foreign
banks banks
Loan balancehillions of KGS 17.9 229
Share of loans in 15 largest borrowers in the total volume of loan portfolio i 234 26.0
banking sectorin % | |
Rati o of expenses for | oan dehnt% ser 3.0 10.3

Source: CBs, NBKR

DTl (debttoi ncome) is the ratio of the amount of the borr
principal andinterest paymets for the reporting period) to the main annual income of the borrower declared at the
time of issuing a loan
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Security of the borrowersd | oans

At the end of 2020, the LTV actual le¥&in the banking sector amounted to 72.6 percent.
existing level of collateral indicates a relatively high level of the loans secured by the pledged [
(Chart 2).

Chart 2. LTV Level on All Borrowers and Chart 3. LTV Level on All Borrowers and on 15
on 15 Largest Borrowers of Each Largest Borrowers by t
Commercial Bank as of December 31, 202I December 31, 2020

80 1 100
70 0
80 A
60 -
70 -
50 -
— 60 4
= =
c © o
8 40 - S 50 ’f
9 %
30 d 40 T
309 =
20 7
20 -
10 -
10 -
0 - 0 A A ..-"'3 ﬁ
2019 2020 Large banks Medium banks Small banks
% 0n 15 largest borrowers of each commercial bank »On 15 largest borrowers of each commercial bank
& On all borrowers m On all borrowers
Source: CBs, NBKR Source: CBs, NBKR

Meanwhile, the LTV value in the large banks is lower than in the small and medium banks
the banking sector as a whole (Chart 3).

CONTENT

151 TV (loan-to-value ratio) is the ratio of issued loans to the value of collateral.
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2.2.2 Liquidity Risk

Since April 1, 2020, the National Bank reduced the value of the economic liquidity ratio (K3.1.)
from 45.0 to 30.0 percemd maintain the stability of the banking sectlue tothe spread of coronavirus
infection

In addition, compliance with prudentiastandards for shoeterm liquidity (K3.2) and instant
liquidity (K3.3) has been temporarily suspendétte April 30, 2020.

This measure, along with other decisions of the National Bank, was aimed at the timely fulfillment
by thecommercial banks of theghortterm obligations taheclients.

At the end of 2020, current liquidity ratio increased from 64.0 percent (as of the end of 2019) to
64.9 percent (Chart 2.2.11).

Chart 2.2.11. Liquidity Indicators in the Chart 2.2.12. Growth Ratesof Money Supply (M2)

Banking Sector and Monetary Base
80 45 -
70 ™~
\./_-l\._. 35
60
= c |
2 5 3 25
(] [
QO | e em em em e e e e e e e o
40 AN 15
N
20 \&c\_
5 4
20 T T T T ]
2016 2017 2018 2019 2020 5 2016 2017 2018 2019 2020
—&— Current liquidity ratio$ 3 )
-15 4
—e— Ratio of liquid assets to general assets
= = =Threshold level of current liquidity ratig (3 ) % Monetary base & Monetary supply/( 2 )
Source: NBKR Source: NBKR

Liguidity ratio of the banking sector increased due to excess of liquid assets growth rates over
current liabilities.

Table 2.2.1. Maturity of Financial Assets and Liabilities
as of December 31, 2020, millions of KGS

Maturity
Name uptol 1-3 3-6 6-12 morethan Total
month months months months 12 months

Total financial assets 113426 12,228 14,019 26,128 139,482 305284
mcludmg loans and financial leasing 7016 6232 9395 24155 115049 161846
to the clients

Total financial liabilities 131,926 11571 21,445 32,099 42,358 239,400
including deposits of individuals and 54 95 7509 11392 22143 19289 115282
time deposits of legal entities

Gap -18,500 658| -7,426| -5971| 97,124 65,884
including on loans and deposits -47913| -1,297( -1,998] 2,011 95,760 46,564
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2.2.3.Concentration Risk

Concentration of the Largest Sources of Financing

The results of fAreverseo stress tteshodkrelgteds h o w
to outflow from one to five large clients, when the liquidity ratio decreases below the threshold level of
30percent.

Loan Concentration

Potential default from one to five largest borrowers in separate banks may decrease regulatory

captal belowprudentialstandard of the NBKR.

Chart 2.2.13. Sectoral Concentration of the Loa Decrease of the concentration level
Portfolio of loans to agriculture was observed in the
sectoral structure of loan portfolio. At the

end of 2020, the share of loans issued to
finance agriculture  decreased from
20.2percent to 19.9 percent (CharR.13).

100 -

80 -

60 -

percent

40 A

24 72 7% 74 %
g

20 A

2016 2017 2018 2019 2020

Loans for agriculture
#Loans for other sectors of economy
& Loans for trade

CONTENT

Source: CBs, NBKR
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2.2.4.Currency Risk

At the end 0f202Q the annual average level ofirrency riskin the banking sectowas at a

moderatdevel.
Chart 2.2.14. Dynamics of USD/KGS Nominal Exchang In general, the banks kept open
Rate currency positions of assets and liabilities
% 350 within the limits set by the prudential
L 300 standards of the National Bank of the
80 ) L 25.0 K i
: yrgyz Republic.
70 - (200 In 2020, the risk of currency
- 150 £ " o : .
2 60 1 oo S  Position overestimation in the banking
" 3] . .
x ! \'h J Vol 50 <=  sectorwas minimum (VaR: Q.1.7 percent
A 'S P W, ) . -
50 }‘\ f/W\A“""-’“ e L 0.0 of the net total capital, Chart 2.2.15) i.e. the
40 Ly r 50 banks adhered to a conservative policy
[ 100 when conducting operations with foreign
Ve =~ =~ © © o o o o o 0
4 4 4 94 4 4 4 4 & & o currency and were vakly exposed to
-~ N~ -~ N~ — N~ — N~ -~ N~ -~ .
I 2 322 232332 3 2 currency risk.
o o o o o o o o o o o
—USD Annual rate growth (right scale)

Source: NBKR

Chart 2.2.15. Dynamics of Open Currency Chart2.2.16. Currency Position of the Banks
Position (OCP) and Revaluation Risk (VaR)
in percent of NTC
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Box 5. Credit and Currency Risks

At the end of 2020, 20.4 percent of the total loan portfolio was accounted for the
which were repaid in foreign currency, while the income of the borrowers was generatec
national currency (Chart 1). This volume of the loan portfolio was patigrexposed to credit an
currency risks.

The impact made by the currency risk on the credit risk is given in Chart 2 that displ:
proportion of norperforming loans by groups of loans:

- Group 17 19.4 percent, basic incomes of the borrower gaeerated in the nation:
currency, and the loans are repaid in foreign currency;

- Group 2i 8.2 percent, basic incomes and loans payable by the borrower are gene
the same currency;

- Group 31 9.5 percent, basic incomes of the borrowergaeerated in foreign currenc
and the loans are repaid in the national currency.

Chart 1. Loan Portfolio by Groups of Loang® Chart 2. Share of Nonrperforming Loans by
Groups of Loang’

100 - - 60 1 -
Group 1. Basic incomes of tt Group 1. Basic incomes
borrower are generated in th the borrower are generat
223 20.4 h h .
national currency, and the 50 in the national currency,
80 - loans are repaid in foreign and the loans are repaid
currency 15.8 foreign currency
40 A
= 60 1 ® Group 2. Basic incomes and = ® Group 2. Basic incomes
9 Ioan§ payable by the borrow: g 30 | and loans pa)_/able by the
@ are in the same currency [ borrower are in the same
= 40 0 currency
20 1
20 - m Group 3. Basic incomes of tt m Group 3. Basic incomes
borrower are generated in 10 1 the borrower are generat
foreign currency, and the loa in foreign currency, and t
1.0 3.6  are repaid in the national loans are repaid in the
0 - currency 04 national currency
2019 2020 2019 2020

Source: CBs, the volume of loan portfolio is speciéedusive of overdraft loans.

16 Breaking of loans into groups is presented in this chart. For example, the volume of loans for Group 1 as of December 31, 202
amounted to KGS 32.7 billion or 20.4 percent of the total loan portfolio.

17 This chart shows the shares of Auarforming loansn the loan portfolio by each group of loans. For example, the volume of
non-performing loans for Group 1 as of December 31, 2020 amounted to KGS 6.3 billion or 19.4 percent of the loan portfolio for
Group 1 (KGS 32.7 billion).
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2.2.5.Interest Rate Risk

At the end of the reporting period, there was an increase imtidrest rate riskdue to higher
growth rates of riskveighted assets compared to the net total capital.

Average value of interest rate risk during the period of 202@20 was within accessible limits
(2.4-4.4 percent of net total capital).

Chart 2.2.17. Dynamics of Interest Rate Risk (VaR)
in percent of NTC
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226fiCont agiondo Ri sk

~

Thepurpose of this analysis is to assess the i
can set off chaimeaction upon occurrence of problems with liquidiitypne bank
At the end of 2020, the volume of interbdo&ntransactions amounted to K@8.1 billion*2,

Chart 2.2.18. Distribution of Interbank Loan The loans in the interbank market are
Transactions M'ade during 2020 between Resider generally covered by collateral in the form of
Banks, Depending on Collateral highly liquid government securities (Chart
2.2.18) in the banking sector of the Kyrgyz
88.6% .
Republic.

In general, the probability of the
Acontagiono ri sk emater:i
interbank credit market of the country is
minimal, which is caused by highly liquid
collateral.

1.5% = 3.99%"4

6.0%
m ST-Bills ® ST-Bonds® Notes Without collateral

CONTENT

Source NBKR

18 The total volume of trasactions made between the resident banks during 2020 is meant here.
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2.2.7.Country Risk

According to the data submitted by the commercial banks, the aggregate volume of disposed assets
of nonresidents as of December 31, @p2onstituted KGS 41.3 billion or 13.5 percent of total banking
sector asset3.he highest concentration of placement was observed in the OECD couri@iéspercent
(KGS 2.7 billion)ofnonr e si dent asdetsdi sposed

Chart 2.2.19. Geographic Structure of Assets The main share of the assets placed
abroad was focused on correspondent or

100 ~ deposit accounts and constituted KGS
39.2 billion or 95.0 percent of totadisposed

80 1 assets of nonesidents.

60 | Attheend of 2020, banks
to nonresidents of the Kyrgyz Republic

40 - totaled KGS 30.0 billion or 12.6 percent of the
total liabilities of the banking sector.

20 Significant volume of these resources was
drawn by the nomesident banks in the form of

0 - , , , , loans and deposits, which amounted to

2016 2017 2018 2019 2020 KGS28.8 billion or 96.0 percent of the
total liabilities to nonresidents. 59.6 percent
of the liabilities to nofresidents were
accounted for the OECD countries, 15.0 and

percent

m Kyrgyzstan ®Russia # OECD countries ® Other

E Source: NBKR 10.6 percenti for Russia and Kazakhstan,
Il.I_J accordindy (Chart 2.2.20).
% Chart 2.2.20. Geographic Structure of Chart 2.2.21. Authorized Capital by Countries
QO Liabilities
100 + 7 7 7 100 1 % %
801 | 80 % % 2 / /
i z 601 / / /
3 5
40 4 = 40 A
20 4 20 A
0 . . . . 0
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
mKyrgyzstan #Russia «OECD countries = Other mKyrgyzstan ®Russia #«OECD countries = Other
Source: NBKR Source: NBKR
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At the end of 2020, foreign capital amounted to KGS 9.4 billion or 30.0 percent of the total
authorized capital of the banking sector. The structure of foreign chpitaluntrieds distributed among
(Chart 2.221):

- residents of the OECD countrie$4.5 percent;

- residents of Kazakhstan23.7 percent;

- residents of Russial.3 percent;

- residents of other countri€sl0.5 percent.

CONTENT
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23.fiReverseo Stress Testing of the Ba

231fiReversed Stress ®Testing of Credit Risk

Maximumal | owabl e s har e 24dnfthe foaneportfoloy whichnugoa catego@zeds

as fHpreadf ormingd | oans can reduce the CAR (capita
12percent, is calcul ated by theceditsiskof t he fAreverse
This method allows detecting a buffer stock of capital (net total capital) of banks, which can cover
the additional all ocations to LLP in connection
categorpeofoimdFngdo | oans
Mor eover, t he maxi muar fgaromitrhg or alt cea nosf, fAwhoenr e ¢

will be reduced to the threshold level of 12 percent, can be calculated by means of this method.

Based on the results of tihgesecirasof Becesnbed31,52020,e s s
the maxi mum all owabl e share of HAperf @remifrogdniingan
the banking sector, amounted to approxima®&lQ percent (Chart 2.3.1).

Thus, the banking sector can sustain aifigant deterioration in the quality of the loan portfolio,
which may require the creation of additional LLP approximately upOtd @ercent of net total capital

(Chart 2.3.2).
— Chart 2.3.1. Maximum Possible Share of Chart 2.3.2. Additional LLP, in Creating thereof
prd i Per f o#Ilmans thad May Become CAR Decreases to 12 Percent
LL iANoemer formi g0 Loans percent of NTC
E percent of performing loans
8 100 1 80 -
90 - \ 70 |
80 -
70 - 60 -
. 60 - st RRnaa., . 90 ";1'5""“"---------" """"
c T U e e c ] 50.5 . 50.0 50.2
8 507 58.6 6L.7 59.0 3 40 494
g 50.7 >4.1 g
40 9% 30
30 -
20 | 20 -
10 - 10
0 . . . . 0 . . . .
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020

) Interquartile range
Interquartile range

Median MeQian

= = = = Weighted average value = === Weighted average value
Source: NBKR Source: NBKR
19 Exclusive of troubled banks.
VExclusive of fAnormal d | oan category, which are risk free.
2Herewith, transition of fdApeswpfeorf mir mga gbledEsmoatmysby thrsencdtagdriast e gor y
(Asubstandardo, fAdoubtfuld and Al osseso) .
2Exclusive of Anormal o | oan category, which are risk free.

23When CAR decreases to the threshold level of 12 percent.
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232N Reversed Stress Testing of Liquidi

Chart 2.3.3. Scope oDeposits Outflow when K31 May
Drop to 30 Percent

percent of clientsdé total
160 -
140 -
120
= 100
c
8
S 801
o
60 -
45.3 R LTI o ——==== S 40.1
20 1 31.2 31.9 270
0 . . . .
2016 2017 2018 2019 2020

Interquartile range
Median
= === \Weighted average value

Source: NBKR

The reserve of liquid assets,
which can cover a massive outflow of
deposits of the client:
without violating the NBKR prudential
standard on the current liquidity, was
calculated for the evaluation of the
liquidity risk in the bankingector.

Shockis the maximum volume of
the outflow of the ind
financial enterprisesd
reduce the liquidity ratio down to the
threshold level of 30 percent.

The results of the |
testing show (Char2.3.3), that as of the
end of 2020 the actual amount of liquid
assets of the banking sector was able to
cover the deposits outflow of an average
of 40.1 percent of the
base (Table 2.3.1).

CONTENT
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233N Reversed StressiskTesting of Market R

The

results of the fAreverseo stress testd.i
the end of 2020 has little sensitivity to the interest rate and currency risks.

Interest Rate Risk

ng o

Scenario 1i decrease of average weighted interats on loans, when the level of capital adequacy

decreases to
The

the threshold level (12 percent).
results of the fAreverseo str

ess testin

g ir

interest rate risk. Decrease of the averagedstaates on loans by 15.7 p.p. can reduce the level of capital
adequacy ratio to 12 percent (Table 2.3.1).

Gen

erally, the results of the firever seo

by low level of interest rate risk.

CurrencyRisk (Revaluation Risk)

Maximum increase level of tHéGS/MUSD exchange rate, which will influence capital adequacy
and net profit, is calculated for valuation of the currency risk in the banking sector.

Scenario 1i maximum increase level of the KGS/U®Rchange rate, when the level of capital
adequacyq2.1) declines to the threshold level (12 percent).

Cal

culations of the Areverseo st

ress testi

risk of assets and liabilities revaluation andfaams availability of low sensitivity to currency risk (Table

2.3.1).

stres

ng

Scenario 27 maximum increase level of the KGS/USD exchange rate, when net profit of the
commercial banks decreases to zero level.
The results of stress testing indicate that the camialebanks can stand the impact of currency
risk (Table 2.3.1).

Table 2.3.1. General Results of the AReverseo
Banking sector
Credit risk
Scenario 1 Share_of performing loans transferring to the categofy nfepre r f o r 590
loans,in percent
Interest rate risk
Scenario 1 Decrease of weighted average interest rate on loans, when CAR decli 15.7
12%,in percentage points '
Currency risk
S io1|Growth rate of USD/KGS (N) exch
cenario in percent change of currency,
— rate by 100 percen
ST Gr owt_h rate of USD/ KGS (N) exc (KGS/USD)
zero level,jn percent
Liquidity risk
. Outflow of c¢clientsd deposit and
SEIED I loans, when current liquidity ratio declines to 30fepercent A0l
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[II. NON-BANKING FINANCIAL -CREDIT ORGANIZATIONS

In general, the state of the nebanking financial-credit organizations (NBFCOs) system is
assessed as stable. Increase of major indicators: assets, loan portfolio, resource base is observed. Stress
test results indicate that the credit risk of the NBFC®gstem is moderate.

The weighted average interest rates on loans of the microfinance organizations and credit unions
slightly decreased compared to 2019.

3.1.Main Trends

The system of nebanking financiakredit organizations subject to licensing and regulation by the
National Bank as obecembei3l, 2020 in the Kyrgyz Republic, included: the specialized financial and
credit institutionT A FCCUDO QJ cgedit; unidghs, 18 microfinance organizations (including
9 microfinance companies, 87 microcredit companies and 38 microcredit agenciesi6aexti3ange
offices and 2 credit bureaus

Resources
Chart 3.1.1. Dynamics of NBFCOs Liabilities and At the end of the reporting period,
Capital NBFCOs liabilities increased by 2.1 percent
compared to 2019 and were formed in the
30,000 6

amount of KGS 12.3 billion. NBFCOs capital
-5 demonstrated an increase by 11.9 percent and
4 totaled KGS 16.1 billion (Chart 3.1.1).
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Assets

Chart 3.1.2. Dynamics of NBFCOs Assets and According to periodic regulatory reporting,
Loans the total assets of NBFCOs in 2020 increased by
7.4 percent and amounted to KGS 28.4 biffton
This increase was due to growth in the loan
L5 portfolio of NBFCOs (Chart 3.1.2).
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Source: NBKR

Lending remains the main activity of NBFCOs. AsOiécember31, 2020, the loan portfolio of
NBFCOs increased b4 7 percent and was formed in the amount of K@G3 Billion.

At the end of the reporting period, the number of borrowers decreased by 1.4 percent compared to
2019 and amounted to 433,364 borrowers.

During the reporting period, there was a decrease in the share @étangredit resources and an
increase in the share of shaahd mediurterm loans within the maturity structure of the loans provided
by NBFCOs. (Chart 3.1.3).
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Chart 3.1.3. Structure of the NBFCOs Loan Portfolio by Maturity2®

2019 2020 6.3%
40.6%
52.0%
40.1%
53.1%
m Short-term loans = Medium-term loans &Long-term loans | Short-term loans & Medium-term loans ® Long-term loans

Source: NBKR

24 Exclusive of SFCQOs
25 Data for the period.
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The main regions where the major share of NBFCOs loan portfolio is concentrated (72.0 percent
of the total loan portfolio) are Bishkek city, Chui, Osh and Jakald regions, which is due to theghest
level of business activity in these regions of the republic.

Revenue Positiof

Chart 3.1.4. Dynamics of NBFCOs Revenue
Position?’
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Source: NBKR

26 ROA andROE indices are provided in annual terms.
27 Exclusive of SFCOs.

At the end of 2020, net profit of
NBFaOs increased by 3.1 percent compared
to 2019 and amounted to KGS 2.4 billion. In
2020, ROA decreased by 1.2 p.p. and
amounted to 8.7 percent. ROE decreased by
2.3 p.p. and constituted 15.7 percent
(Chart3.1.4).
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3.2.Risks of Nonbanking Financial-Credit Organizations

Major risk factors of the activities of NBFCOs are the quality of the loan portfolio, sectoral and
institutional concentration, as well as status of the NBFCOs external debt.

Quality of the NBFCOs LoarPortfolio

As of the end of the reporting period, the share ofpeniorming loans in the loan portfolio of
NBFCOs constituted 6.6 percent, meanwhile, their nominal volume increased by KGS 668.4 million or
77.8 percent compared to 2019 (Chart 3.2.1).

At the end of 2020, the structure of NBFCOs +panforming loans demonstrated increase in the
share of defaulting loans issued to agriculture (by 2.7 p.p.), and decrease in the share of defaulting loans to
trade (by 10.1 p.p.) compared to 2019. The sharefafifimg loans issued to agriculture and trade in the
total nonperforming loans of NBFCOs constituted 2@nd 3.5 percent, respectively (Chart 3.2.2).

Chart 3.2.1. Quality of NBFCOs Loan Portfolio Chart 3.2.2. Structure of NBFCOs
Non-performing Loans by Sectors of Economy
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s Share of non-performing loans Agriculture = Trade and commerce m Other sectors
memm Share of performing loans
=== N ON-performing loans (right scale)
Source: NBKR Source: NBKR

Sectoral Concentration

NBFCOs loan portfolio is concentrated in the sphere of agriculture (28.4 percent of NBFCOs total
loans), as well as consumer loans and trade (27.4 percent énget@nt of the total loan portfolio,
accordingly, Chart 3.2.3). Lending of agriculture is associated with significant dependence on climate
conditions.
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Institutional Concentration

According to the results of the reporting period, the share of assets of three largest NBFCOs
increased by 2.0 p.p. compared to 2019 and amounted to 54.5 percent of the total assets of NBFCOs sector

(Chart 3.2.4).

Chart 3.2.3. Sectoral Structure of NBFCOs
Loan Portfolio

Chart 3.2.4. |Institutional Structure o
NBFCOs Assets
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Box 6. Concentration Indices based Assessment of NBFCOs Sector Actitfty

The Herfindahl-Hirschman Index

HerfindahtHirschman® index was calculated for the purposes of concentration risk analysis
NBFCOs sector. As of the end of 2020, Herfindidilschman index for the NBFCOs sector constitu
1,472.0 points. According to the rule of thuifhbresulting value indicates avalilility of moderate
concentration of NBFCOs assets or moderate concentration of microfinance market.

Chart 1. Dynamics of the Gini Index and Assets The Gini Index

of 6 Largest NBFCOs The Gini index was calculated fc

estimating the uniformity of th&lBFCOs

100 - - 0.6
assets distribution. As of the end of 20:
80 the index value constituted 0.48 with
L 0.4 simultaneous decrease of concentrai
£ 60 -
g g level (Chart 1).
[T c
9 40 ZZ -
20 | @ E
E 0 k — — .
T 2016 2017 2018 2019 2020
I_ mwww BT Innovations i Oxus
% sa&a&4 Salym Finance =msma Bailyk Finance
—— Frontiers M Bulak
@)

==e== Gini index (right scale)

Source: NBKR

28 Concentration indices are calculated on the basis of data submitted by 6 largest NBFCOs.
20 B i'Gi Q¢
30 The following rule of thumb was used for determining the level of market concentration:

- index value is below 0.1 (or 1,000)nsignificant market concentration;

- index value is from 0.1 to 0.18 (or from 1,000 to 1,80@yerage market concentration;

- index value is above 0.18 (or 1,800high market concentration
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External Debt Status of NBFCOs

As of the end of the reporting period, the external debt of NBFCOs amounted to USD 73.8 million.
Major part of the external debt of NBFCOs are loans provided by the foreign finared#l organizations
(88.1 percent of total external debt of NBFCOs), tredrest (11.9 percent) are loans of the international
financial institutions.

At the end of 2020, external debt of the largest NBFCOs decreased by 14.7 percent compared to
2019and amounted to USD 62.6 million.
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3.3.Stress Testing of NBFCOs Sector

Stress Testing of the NBFCOs Credit Risk

Stress testing was conducted to assess the effect of deterioration of the loan portfolio quality on the
NBFCOs sector.

Three scenarios were considered when conducting stress testing:

- scenario 150% of loangransition from one category to another;

- scenario2: 75% of loans transition from one category to another;

- scenario 3100% of loans transition from one category to another.

The transition of loans from one category to another occurs uniformly bycsuebories as:
Aistandardo, Aunder supervisiond, Asubstandar do,

The level of loan loss provisiofisin the loan portfolio of NBFCOs increased frat@8.6 to
232.3percent, depending on the scenario in conducting this stress t€iag 8.3.1).

Chart 3.3.1. Results of Stress Testing of the Credit Risk as of Decemi&dr 2020
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Source: NBKR

It should be noted that the deterioration of the loan portfolio quality entails a gradual decline in
equity and net profit of NBFCO# case of thdirst scenario implementation, the NBFCOs sector remains
profitable, but the level of profit decreases down to KGS 642.4 million. In case of the second and third
scenarios implementation, the NBFCOs sector will experience losses in the am&®s 0.9 and
764.2million, respectively (Chart 3.3.1).

31 MFOs create general and special loan loss provisions for relevant categories of classifications implementing the following
allocations indicated in percentage from the amount of assets:

- Standard, in % | fromOto5
- Assets under supervision, in % T 10

- Substandard, in % T 25

- Doubtful, in % T 50

- Losses, in % i 100
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Table 3.3.1. Results of Stress Testing of the Credit Risgercent

Share of norrperforming
loans in the loan portfolio

of NBFCOs
Scenario 1: transition of 50% of loans from one categoantiher 21.2
Scenario 2: transition of 75% of loans from one category to another 28.5
Scenario 3: transition of 100% of loans from one category to another 35.8

Source: NBKR

Implementation of the first scenario may result in an increase in the shareménfiomming loans
in the loan portfolio of NBFCOs by 14.6 p.p., to the level of 21.2 percent. In the case of the second scenario,
nonperforming loans may increase by 21.p.pto the level of 28.5 percent, and in the implementation of
the third scenarid by 29.2 p.p. and may reach the level of 35.8 percent.
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IV. PAYMENT SYSTEMS

The period from the end of March till December 2020 was characterized by an increase in the
level of operational risk in the payment system of the Kyrgyz Republic due to the Ca¥Ipandemic
and introduction of the emergency situation and the state of emergency regimes in Bishkek and a number
of other regions of the Kyrgyz Republic.

In addition, a high level of operational risk was recorded in October 2020 due to the temporary
suspension of the national and cro¢mrder payments/transfers during the unstable social and political
situation in the country.

The level of risks was withiracceptable limits in the systemically important and significant
payment systems. It was ensured by the risk management mechanisms and the payment systems rules
provided for by the legislation of the Kyrgyz Republic, the current high liquidity level, W&tesn of
insurance deposits and prepayment, as well as individual decisions of the emergency operations center
under the National Bank on an emergency situation/a state of emergency, aimed at ensuring
uninterrupted operation of the payment systems in aidemiological situation.

In the reporting period, the National Bank took measures to adjust the regulations for the
payment systems operation, with the National Bank being an operator theteaofjnimize the identifiel
risks. Inspections were temporarilguspended, the deadlines to submit the regulatory reports to the
National Bank were revised due the epidemiological situatiorMoreover,interaction withthe payment
system operators arttie government agencies was carried out to ensure smooth operatithe systems
and payment infrastructure, and work wasonductedwith the population by providing consultations
and consideringcomplaints.

Effective and uninterrupted paymentChart 4.1. Dynamics of Changes of Daily Average
system is one of the main factors, whichndicator of Payment Volumes and Liquidity in
determine stability of the financial sector in thehe RTGS
country.

As of December 31, 2020, the following 257

components of the payment system operated _
the Kyrgyz Republic: “ A /i\ A

1.Large Value Payment System of the 15 A—ké h—=—x
National Banki Real Time Gross Settlement 0
(RTGS).

2.Systems of Retail Payments: the 5
System of Batch Clearingf &mall Retail and
Regular Payments (SBC), Systems of Payme
Cards Settlement, Money Transfer System:
E-money Payment Systems

3. Financial Messages Receiving anc
Transfer Infrastructure (SWIFT Service Bureau.
Interbank Communication Network (hereinafte
ICN).

billion of KGS

2016 2017 2018 2019 2020

Amount of debit turnover
—— | inear Current liquidity

Linear (Linear Current liquidity)

Source NBKR
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At the end of 2020, in accordance with the criteria of the payment systempertance, the
following systems were recognized as:

1. the systemically important payment systertiee RTGS and SBC systems;

2. national payment systerighe RTGS,SB@ nd AEIl cart o systems.

These systems are the keyChart 4.2. Ratio of Affordability and Operational
participants in the payment system of th®isk in the RTGS

Kyrgyz Republic. Failures in the operation of
the systemically important payment systems
can entail systemic risks for the payment and
banking system of the country, therefore 80 -
increased mguirements are applied to them.

100
1

60 -

The RTGS functioned normally =
during 2020. S 40
The level of financial risks in the
RTGS remained low due to high level of 20 -
' iquid funds on the o i n
relation to the turnovers in the system 2016 5017 218 - *
average daily volume of liquid assets of 2019 5pp0
participants showed increase by 8.53 percent
(compared to 2019) and amounted to KGS  ®Affordability ratio  mOperational risk level = Technical failure E
17.4 billion. L
During 2020, the RTGS affordability 2016 | 2017 | 2018 | 2019 | 2020 E
ratio remained rather high and constituted Technical failure, % 0.0 | 00 | 00 | 00 | 03 O
97.7percent. Meanwhile, the level of | Affordability ratio, % 100.0{ 100.0| 100.0| 100.0| 97.7 (@)
operational risk, taking into account | Operational risk level, % 52 | 29 | 41 | 39 | 32
prolongation of the transaction day, was
3.2 percent. Source NBKR

In functioning of theSBCthe level of financial risks in the reporting period was also low. Reserves
exhibited by the participants to cover a debit net positiere 5.1 times higher than the required level.
According to the results of the SBC operation monitoring, the system affordability ratio remained rather
high during the reporting period and amounted to 98.0 percent (a decrease in the affordability ratio
by 2.0 percent). However, the level of operational risk in the system was 3.1 percent taking into account
failures and extensions of the operating procedure upon request of the system participants.

Systems of Bank Payment Cards Settlementas of January 1, 2021, five international systems,
the locals y s tEécat afidcob a d g i n ¢Elcat-bIRIoef sperdtedn the Kyrgyz Republic.

In the reporting period, 23 commercial banks worked withrnhat i on al system 0
Theresults of operatio monitoring and analysis indicated that the system affordability ratio was
99.9percent, and the level of operational risks in the system, taking into account technical failures, was
0.1percent.

32 Approved by the Resolution of the Board of the National Bank of the Kyrgyz Republic NeP-2@23-1-(PS) dated

February 10, 2021

33Accordingtot he Regul ation fAOn bank pay mebadgingcardid acardissuddh e Ky
within two payment system3. h u Elcat-WiP lindthe territory of the Kyrgyz Republic is served according to the

rules of the systeri E | ¢ andoutside the countryUnion Pay.
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Chart 4.3. Ratio of Affordability Index and
Operational Risks in the SBC

Chart 4.4. Ratio of Affordability Index and
Operational Risk in the SIPC
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2016 | 2017 | 2018 | 2019 | 2020 2016 | 2017 | 2018 | 2019 | 2020
Technical failure, % 0.3 0.2 0.0 0.0 0.1
— - Affordability ratio, % | 99.2 | 99.1 | 99.2 | 99.8 | 99.9
Affordability ratio, % 99.7 | 99.8 | 100.0| 100.0| 98.0

Operational risk level, % | 1.2 | 6.2 | 58 | 45 | 3.1 Operational risk, % 08| 09| 08| 02| 01

Source: NBKR Source: NBKR

Money transfer systemsDuring 2020, recgit andtransfer ofinternationalremittanceswithout
opening an account ithe commercial banks was carried out through nine international money transfer
systems.

Regardinglocal money transfer systemsyelatively even distributiomamong five local money
transfer systemis currently observed, theanks of the Kyrgyz Republic are operators thereof
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Table 4.1. Distribution of Flows among International Money Transfer Systems

Money transfer Incoming Outgoing
system Share of th_e tota Share of the tota Share of th_e tota Share of th_e

number, in % volume, in % number, in % total volume, in %
Zolotaya Korona 69.0 68.2 81.2 79.7
Unistream 2.4 4.4 1.5 2.9
Western Union 24.5 18.9 6.2 9.4
CONTACT 25 5.0 10.2 7.0
Money Gram 0.9 21 0.8 1.0
Other 0.6 1.5 0.1 0.0
Total 100.0 100.0 100.0 100.0

Source NBKR
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E-money payment systemsAs of January 1, 2021, the number cpwses increased by
78.8percent compared to the same period in 2019 and amounted to more than 3.5 million purses. The
indicators on turnover with-money for 2020 compared to 2019 are as follows:

- the volume of money transfer operations betweparses increased by 49.8 perceminpared

to 2019 and amounted to KGS 6.9 billion, the number of money transfers increased by 2.8 times

and constituted 1.9 million operations;

- the volume of operations on redemption (cashing outjnobeey increased by 40.0 percent and

amounted to KGS 18 billion, the number obperationsncreased by 42.6 perceamid constituted

3.0 million operations

- the volume obperation®n payment for goods and services wiitmeney in the reporting year

increased by 20.8 percent compared to 2idamounedto KGS 7.2 billion, while the number

of operationglecreased by 3.9 perceanrtd constituted 5.8 million operations;

- the volume of enoney issuéncreased by 36.1 percaaridamounedto KGS 27.5 billion, while

the amount o&-money issuéncreased by 21.Bercentand constituted 3.2 millionoperations

Financial messages exchange channelst the end of 2020, the exchange of crbesder
financial messages was carried out through the SWIFT networksdiiank services, while the main flow
fell on theSWIFT telecommunications network. SWIFT is the main channel for the banking system to
exchange securely crebsrder financial messages with its correspondent banks.

On January 1, 2019hé¢ National Bank established a SWIFT service buteaminimize the
financial burden and dependenceh#banks ortheforeign service bureaus. Currently, the National Bank
and 15 commercial banks of the Kyrgyz Republic operate through the SWIFT service bureau.

The payment infrastructure of the Kyrgyz Republic also ietu20 &mong thenone payment
system operator has temporarily suspended the acceptance of payments since August 2@2Kjrmgpn
systemdo accept payments in favor of third parties. In the reporting period, licenses were revoked fro
three payment systeoperators.

Based on the analysis of the data received in the reporting préquhyment system operators
processed 146.7 million payments for a t@aiountof KGS 44.94 billion.The volume of payments
increased by 41.22 percemtapared to 2019, wiai thar number decreased by 13.82 percent.

Giventhat there are a large number of systéonaccept payments in favor of third partinghe
market, competition is developed in this segment.
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V. IMPROVEMENT OF THE BANKING SECTOR REGULATION

In the reporting period, development of the regulatory legal framework governing the activities
of the financial-credit organizationswas mainly aimed at maintaining stability in the banking and
financial systems of the country and protection of the finaakcservicesconsumerg§rights due tothe
situation caused by the COVH29 pandemic and the spread of this virus in the Kyrgyz Republic.

1.The Board of the National Bank adopted the F
some regulatory legaicts of the National Bank of the Kyrgyz Republic on commission fees and other
pay ment s 0P-1R/88-(NP2A)0oR Bebruary 26, 2020 to ensure fair approach when the banks set
commission fees and other payments within the framework of loans issuing

2.The Board of the National Bank adopted the R
activities of the financiat r e dit or gani zati ons due -R12/131-{B8)oCcOVI D
March 18, 2020

According to this Resolution, the commerdiainks and NBFCQOs

- are prohibited to charge and collect commission fees and other payments related toaktision
loan agreement terms

- are prohibited to impose and levy penalties, including forfeit (fines/charges), from the borrowers
for nonperfamance/improper performance of obligations;

- are recommended to provide a deferral for payments of issued loans for at least three months;

- are allowed not to worsen the category of loan classification when the terms of loan agreements
are changed,;

- information on overdue payments transferred to the credit bureaus should not be included as
negative credit information and the reasons for delays should be taken into account.

3.The Board of the National Bank a dpenqtioreahd t he |
regulation of the activities implemented by the banks:lmmking financiakredit organizations and other
legal entities supervised by the National Bank of the Kyrgyz Republic upon introduction of an emergency
situation in the territory athe Kyrgyz Republic due to the spread of the COMID di seas-Bd0 No.
12/141-(BS) on March 23, 2020.

This document was developed to determine measures for operation of the barbanking
financiaktcredit organizations and other entities supediby the National Bank during introduction of an
emergency regime in the Kyrgyz Republic due to the spread of the CO¥IDisease to ensure
uninterrupted provision of financial services to the population and protection of the bank personnel.

4.TheBoad of the National Bank adopted t hte Resol
National Bank of the Kyrgyz Republic on establishment of the prudential standardscaiments
mandatory for the commercial banks and -banking financiakredit organiations of the Kyrgyz
Republ i c &-12U&7-(NRADad March 24, 2020 to reduce the rigkoncompliance with certain
prudential standards and requirements by the banks

The Resolution

- suspended a number of resolutions recently adopted by thel Bbahe National Bank on
calculation of the total capital adequacy ratio, leverage and liquidity coverage ratio, taking into account the
new standards;

-suspended the regulatory | egal act on discl
activities;

- relaxed the requirements for liquidity ratios, as well as for the level of weighting the credit risk
on loans extended in foreign currency;

- increasedhe time threshold, if being exceeded the banks must create 100% reserves for accrued
interest on loans, from 90 to 270 days.
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5.0n March 24, 2020, the Board of t he Naofi onal
amendments into the Resolutoho t he Board of the National Bank ¢
regul atory | egal acts of the National BanNo. of th
2020P-12/156-(NPA) due to the need to revise the standards upon sharp decrease ntfttie pbthe
banksd® group | o aedlsansttdtte fointdiability gioepk, gnd ecrutrance of asishkon
compliance with the standards in future.

6. Amendmentsin some regulatory legal acts of the National Bank regarding operations wit
securities conducted by the finanetaédit organizations were approved by the Resolution of the Board of
the National Bank No. 202B-12/155-(NPA) on March 24, 2020. The requirements for acquisition and
classification by the banks of the securitiemed by the issuengsidents of the Kyrgyz Republic were
lowered in the regulatory legal acts of the National Bank in order to develop the securities market.

7.0n March 25, 2020, the Board of the National
amendments into some regulatory | egal act sP-of 't he
12/163-(NPA) regarding establishment of the requirements to the commercial banks for lending on
security of the warehouse certificates.

In order to minimize the risks when extending the loans secured by the warehouse certificates, the
Resolution established the minimum requirements:

- to the issuer of the security (warehouse), providing services on products storage in the warehouses
with released (issued) warehouse certificate;

-to the documentation to conduct analysis of t

- to quarterly monitoring of seasonal fluctuations in prices for agricultural products, analysis of th
impact of changes in prices for produ@@sods) on the cost of collateral,

- to classification of the assets secured by the warehouse certificates within the framework
financing;

- to the documentation for assessing the collateral quality.

8.0n March 30, 2020, the Board of the NationalBandk o pt ed t he Resol ut i
for operation and regulation of the activities conducted by the banksbamking financiakredit
organizations and other legal entities supervised by the National Bank of the Kyrgyz Republic up
introduction ofa state of emergency in the territory of the Kyrgyz Republic due to the spread of th
COVID-19 di seas-RR/INGS). 2020

This document was developed to minimize the risks in the activities conducted by the commercial
banks, norbanking financiakredit organizations and other legal entities supervised by the National Bank
in case of mass infection of the population in a state of emergency amid epidemic of infectious diseases
andto provide themethods otakinga set of meages applied beforeuding andér afteroccurrencef a
threat of mass infection of the personnel to ensure functioning of the critical business processes of the
banks, norbanking financiakredit organizations and other legal entities supervised by the National Bank
of the Kyrgyz Republic angrovidingtheir implementation.

99The Board of the National Bank adopted the R
reports by the commercial banks and+hamking financiakredit organizations of the Kyrgyz Republic to
theNati onal Bank of t he -KL2/204-(NPA) BeAprl B,1202@ t maintain 2 0 2 O
stability of the banking and financial systems in the country.

The Resolution is related to extension of the deadlines for submission of the reports by the banks
and norbanking financiakredit organizations (FCOs) to the National Bank and is focused on reducing the
risks of noacompliance by the FCOs with the requirements of the National Bank on reporting issues in a
timely manner.

10.The Board ofthe Natonddank of the Kyrgyz Republic adopt
of the terms of audit, approval, submi ssion and
P-12/231-(BS) on April 16, 2020 in view of introduction of a state of emergency fitaiceterritories of
the Kyrgyz Republic due to the spread of the COXEDdisease.

11.0n April 29, 2020, the Board of the National Bank adopted the following resolutions:
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1.A0On additional temporary measur esbatkpintheegul at
Kyrgyz Repub-P-12256-(NRA), focis&d200 softening and temporarily suspending the
execution of the National Bankds certain require

of the banking services consumers.

The Reslution prior to adoption of the relevant decision by the Board of the National Bank for the
commercial banks:

-relaxed the requirements for monitoring the
conducting thereof. At the same time, payment manigoshould be conducted for consumer loans,
implying an analysis based on payments made on the loan;

- suspended execution of the requirement for movable property monitoring;

- gave an opportunity to issue consumer loans to the borrowers in the natioeaky, provided
that certain conditions are observed;

- allowed, when issuing loans, not to require the registration documents (certificates, patents) issued
by the state authorities from the individual entrepreneurs;

- allowed not to demand from thadividual entrepreneurs, when opening a bank account, a
certificate on tax registration of a taxpayer issued by the tax service. A similar relief was provided to the
legal entities (residents) when opening an account to receive a loan under the pretasedsto the
issuance of preferential unsecured loans for the small and msiiathbusinesses.

2A0n temporary rules for classification of the
appropriate deductions to fAR267(NPA), which willatbos she pr o v i
banks to redistribute the costs, to mobilize resouradefialing to the business entities and the population
and to ensure the stable functioning of the banking system.

The Resolution establishes indulgences for classification of the assets, the quality of which has
deteriorated or deteriorates due to theagrof coronavirus disease, as well as for classification of the loans
that will be issued within the framework of targeted government programs or programs focused on
restoring/revitalizing the activities of the business entities and the populationciouthiey .

12.0n May 13, 2020, the Board of the National |
for identifying and verifyi Pd2/2¢1-(NRAR which outtinesgthee r e m
procedure for remote identification and verificatiof the clients via video communication, as well as other
channels of interaction with the clients.

13. Amendmentsn some resolutions of the Board of the National Bank of the Kyrgyz Republic,
including the Regul ati ono AVDenr ¢ i cpmrsa wegd thhye thlaen KR
of the National Bank of the Kyrgyz Republic No. 2eR12/391-(NPA) on July 8, 2020 to improve the
regulatory legal acts of the National Bank, as well as to resolve the issues related to reorganization of the
banks and approval of the officials, including the subsidiary commercial banks and the guarantee funds.

14. On August 12, 2020, the Board of the National Bank of the Kyrgyz Republic adopted Resolution
AOn approval of t he Reguleatiinemn MNOEMSILERAN) . M@
Resolution was adopted to bring it in line with the legislation of the Kyrgyz Republic and reduce the barriers
for introduction of the innovative services/technologies into the banking and payment systems market by
the existing and new players in order to increase the services availability, as well as in the regions of the
Kyrgyz Republic.

15. On August 12, 2020, the Board of the National Bank of the Kyrgyz Republic adopted the
Resol ution AOn anpulatayhega acts of the Natomal Baakioithe Kyrgyz Republic
on |l icenses under speci-RBR12/454-E\NPA)| Tais Resojution progidesfers 06 No
entrusting the Supervision Committee and the Payment System Committee of the NationaitB &md
powers to consider the issues related to granting the permits within the framework of a special regulatory
regime.

16. As part of implementation of the Decree of
2020- the Year of regional develp me n t digitalization of UPNe®l count
dated January 8, 2020, as well as to ensure the availability of banking services for the residents of remote
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regions of the country, the Or dMaistry &f QternahAffaraof ment s
the Kyrgyz Republic and the National Bank of t hi
techical strength of the financiairedit institutions and the procedure for their protection in the Kyrgyz
Republ i gned on &eptensber 22, 2020, in terms of establistiegequirements for technical

strength othemobile offices.

17. Amendmentsn some regulatory legal acts were approved by the Resolution of the Board of
the National Bank of the Kyrgyz Republic No. 20R12/672-(NPA) on November 25, 202G part of
further improvement othe methods of ristoriented supervisionvert h e  hbadivitikss idcreasing the
access of the populationtteebanking services, as well as bringing the regulatory legal acts of the National
Bank in line withtheinternational finandil reporting standards

According to theamendmentghe clientswith a bark account are allowed to uae d rsilicerse 0
to replenish their bank account, the numbethef cardcopies with signaturpatternsand seal imprints
submitted bythelegal entities to the bank when opening an account has been reduced, calculagon of th
indicator of the maximum investment in real estate has been refiigstidapita).

In addition, it is possible fothe inspectors to send requests to the bank to provide relevant
informationfor assesmentof the banking systemisks. Requirements hawbeen established for storage by
thebanks and provision of access to corporatead of certainbank employees to the regulator within the
framework of inspections.

18. On December 23, 2020, the Board of the National Bank of the Kyrgyz Republic atthepted
ResolutioniOn amendments to certain regulatory legal acts of the National Bank of the Kyrgyz Républic
No. 2020P-12/7310-(NPA) in orderto obtain information fronthe commercial banks to determine the
degree of exposure of theanking portfolioeconomic value tdhe interest rate risk. In addition, the
Resolutionprovides for a change in the procedure for calculating liquidity ratios (K3.1, K3.2) and
introduction of a rule for notifyinthecommercial banks by the National Bank of their systemportance
based orthe quantitative indicators.

19. Amendmentsn some regulatory legal acts of the National Bank, according to which the
requirements for classification of the restructured loans were revised and additional requirements we
establishedor classification of the barsk 6ff-balance sheet liabilities and assetereapprovedby the
Resolution of the Board of the National Barfkhe Kyrgyz RepubliéiOn amendments to certain regulatory
legal acts of the National Bank of the Kyrgyz Repubho. 2020P-12/7311-(NPA) on December 23,
2020to reduce the risks of inaccurate reflection of the qualitthebank®assets and otfalance sheet
liabilities.

20. Amendmentdn the regulatory legal acts of the National Baitkterms of improving the
procedure fopledged propertgssessing bthebanks, improving the quality of internal control over work
with other property ofhebanks and strengthenititgerequirements for classification of the nmsidential
property accepted by the bank foansrepaymentwere introducedby the Resolution of the Board of the
National Bankof the Kyrgyz RepublidNo. 2020P-12/753-(NPA) on December 28, 202 reduce the
risks of oveestimatingor undeestimatinghe value of collateral, to prevent the grbwef nonperforming
assets in the banking system

CONTENT

Principles of Islamic Finance

1. Amendments were approved in some regulatory legal acts of the National Bank of the Kyrgyz
Republic by the Resolution of the Board of the National Bank of the Kyrgyz Republi2020P-12/8-7
(NPA) on February 26, 2020 to clarify some issues of corporate governance in the banks conducting
operations according to the principles of Islamic finance, and preparation of financial statements by the banks
that have anofilslamic window

2. Amendments concerning operations of the finarmiatit organizations conducting operations
in accordance with the principles of Islamic finance, with the securities, and on credit risk management
were approved in some regulatory legal acts oNdwgonal Bank of the Kyrgyz Republic by the Resolution

63



The Financial Sector Stability Report of the Kyrgyz Republic, 2020

of the Board of the National Bank of the Kyrgyz Republic No. 2BA®/155-(NPA) on March 24, 2020
to develop the Islamic securities market and create equal conditions for the market participants.

3. Amendments focused on determining the procedure for calculating an open position and
monitoring compliance with the limits of an open position in precious metals by the Islamic banks and the
banks having an Al sl ami c winn dioOmo twheer e raopcperdouvreed tion
of open foreign exchange position by the banks conducting operations in accordance with the principles of
|l sl amic banking and financeo by t bfeche Rymggz®Républici on o f
No. 2020P-12/392-(NPA) on July 8, 2020.

4. Amendments were approved in:

-t he Regul at i oconduct®dm acocopdanceawith tbenpenciples of Islamic banking
and financeo;

-t h e Re g@nlingplementationiofhe principles otslamic finane in the Kyrgyz Republic
within the framework of a pilot projett

by the Resolution of the Board of the National Bank of the Kyrgyz Republic No-R2Q2061-1-

(NPA) dated September 23, 20@0expand th possibilities of transactiorgreements applied acdarg
to the principles ofslamic finane.

5. The Instruction omdistribution of profitlosseeson the bank accountghe bank deposit accounts
in accordance witlthe principles ofslamic banking and finamovas approved by the Resolution of the
Board of the National Bank of the Kyrgyz Repulilio. 2020P-12/67-3-(NPA) on November 25, 202t
standardizelistribution of profitlosses received from placementoh e cflundseas wedl @s to establish
requirements for managementtbé financing and depositsortfolio formed bythe banks in accordance
with theprinciples oflslamicbanking and finance.

—
Z
Ll
—
Z
O
@)

64



The Financial Sector StabilitReport of the Kyrgyz Republic, 2020

GLOSSARY AND ABBREVIATIONS

A bank deposis the amount of money, eepted by a financiadredit organization under contract
from another person on the terms of repayment, payment and maturity. Deposits can be time and demand.
Demand deposits are made without specifying the shelf life, and time deposits are madedior jpecirtl.

A bank loanis money provided by a bank for a fixed period under the terms-mdyment and
payment of loan interest.

A foreign exchange market a market in which the purchase/sale of foreign currencies is made.
By the economic content,ig a sector of the money market, where supply and demand for a specific product
such as currency are balanced. According to its purpose and form of organization, it is a set of specific
institutions and mechanisms that in concert provide an opporturityely sell and/or buy domestic and
foreign currency on the basis of supply and demand.

A money markeas a market in which there is the giving and receiving of funds in the form of loans
and securities for a short term within the range of participants.

Return on securitieis the ratio of the annual return on the security to its market price; the rate of
return received by the owner of the security.

The housing affordability indeis an indicator of the state of the housing market in terms of the
possibility of acquiring apartments by the people. Calculated as the ratio of the average market value
standard apartment (total area of 54 sq. m.) to the average annual income of a family of three (two ad
and a child).

The payment system affoldlity indexis a measure of the availability of the system as access to
services and information for users of the system on their demand. Downtime of the system due to techni
failures, power outages, late opening or early closing of the trading dhg efstem reduce the time to
access the system.

The liquidity ratio of payment systemisaracterizes sufficiency of liquid funds in the accounts of
the participants of the system for the payments and settlements.

Macroprudential analysigs an assessmeand monitoring of strong sides and vulnerable spots of
the financial system taken as a whole.

Minimum consumer budgetthe cost of a set of minimum benefits and services to the subsistence
minimum.

A securities markets organized exchanges and staunes (securities depository companies,
accounting and clearing houses), as well as other companies that provide services related to the activities
of the exchange. This category includes depositories and electronic clearing systems, the activity of which
is ensured by financial corporations and national-regjfilatory organizations of oversight over the
activities of stock exchanges and related institutional units or their regulation.

Stress testare methods used for assessment of portfelidiserability with respect to significant
changes in the macroeconomic situation or exceptional but possible events.

An unemployment ratés the percentage of the actual number of unemployed to the total
economically active population.

Financial assetenclude equity instruments and units/shares of investment funds, debt instruments,
derivatives, stock options for employees and monetary gold.
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LIST OF ABBREVIATIONS

CAR'i Capital Adequacy Ratio

CBi Commercial Bank

COVID-19 (COronaVlirudisease 2019) is thmronavirus infectiomf 2019
CPIT Consumer Price Index

DTl (debtto-i ncome) is the ratio of the amount of the
amount of principal and interest payments for the reporting period) to iheamzual income of the
borrower declared at the time of issuing a loan

FAOT Food Agriculture Organization of the United Nations

FCOi FinanciatCredit Organization

GDP1 Gross Domestic Product

ICN T Interbank Communication Network

K3.1.7 Economic Liquidty Ratio

K3.2.7 Shortterm Liquidity Ratio

K3.3.T Instant Liquidity Ratio

KRi Kyrgyz Republic

LLP 7 Loan Loss Provisions

LTV (loan-to-value ratio) is the ratio of issued loans to the value of collateral
MF KR'i Ministry of Finance of the KyrgyRepublic

MFO'i Microfinance Organization

M2 i Money Supply

NBFCOsi Non-banking FinanciaCredit Organizations

NBKR 7 National Bank of the Kyrgyz Republic

NSC KR National Statistical Committee of the Kyrgyz Republic

NTC1 Net Total Capital

OCPI1 Open Curency Position

OECD1 Organization for Economic Cooperation and Development

OJSCi Open JointStock Company

p.p.T percentage points

PRBRi Periodic Regulatory Bank Reporting

ROAT Return on Assets

ROET Return on Equity

RTGSi Real Time Gross Settlemefystem

SALR GKR1 State Agency for Land Resources at the Government of the Kyrgyz Republic
SBCi System of Batch Clearing

SFCOi Specialized FinanciaCredit Organization

SIPCi Single Interbank Processing Center

ST-Bills i State Treasury Bills

ST-Bondsi State Treasury Bonds

USAT United States of America

V@R Interest Rate Risk
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