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1
BALANCE OF PAYMENTS
JANUARY — DECEMBER 2007

Current and Capital Account

In the period January — December 2007, the Current and Capital account deficit was EUR
5,847.4 million (20.5% of GDP), against a deficit of EUR 3,755.1 million (15% of GDP) for the same
period in 2006.

Current Account

The Current account for December 2007 was negative and amounted to EUR 905.5 million
and the deficit increased by EUR 98 million compared to the same month in 2006 (deficit of EUR
807.5 million). The main factor for the increase of the current account deficit compared to December
2006 was the higher (by EUR 68.7 million) trade deficit.

The Current account deficit in the period January — December 2007 was EUR 6,175.4 million
and increased by EUR 2,240.7 million compared to January — December 2006 (EUR 3,934.7 million).
As a percent of GDP? the deficit amounted to 21.6% and was higher by 5.9 p.p. compared to January
— December 2006 (15.7% of GDP). The main factor for the increase of the current account deficit was
the higher (by EUR 1,856.9 million) trade deficit, as well as the decrease of the current transfers
balance (by EUR 311 million) and the increase of Income deficit (by EUR 115 million), while the

contribution of the item Services, net was positive — EUR 42.2 million.

The trade deficit® for December 2007 (EUR 841.6 million) increased by 68.7 million compared
to December 2006 (EUR 772.9 million). The deficit in December 2007 was the highest reported so far.
Over the reporting period the trade balance was negative, amounting to EUR 7,419.2 million (26% of
GDP) and the deficit increased by EUR 1,856.9 million compared to January — December 2006 (a
deficit of EUR 5,562.3 million, 22.2% of GDP).

« In December 2007 Exports (FOB) amounted to EUR 1,108.3 million compared to EUR 976.6
million for the same month in 2006 and increased by EUR 131.6 million (13.5%). In January —
December 2007 the exports amounted to EUR 13,411.7 million and increased by 11.7% (EUR
1,399.9 million) compared to the same period in 2006 (EUR 12,011.9 million). The exports
growth rate in January — December 2006 yoy was 26.9%.

! The analysis is prepared after the analytical table of the Balance of Payments in EUR. The 2006 and 2007 data are preliminary. The data for
November 2007 are revised. With the publication of the January 2008 data (in March 2008) revisions of the 2005-2007 data are to be
presented.

2 GDP for 2006 (preliminary NSI data) - EUR 25,099.6 million and forecast GDP for 2007 - EUR 28,583 million.

% The problems with the coverage and quality of the data on exports and imports necessitate a much more careful analysis and interpretation of

the data (see the methodological notes). 3



« Imports (FOB) for December 2007 amounted to EUR 1,949.9 million compared to EUR
1,749.5 million for the same month in 2006 and increased by EUR 200.4 million (11.5%). In
January — December 2007 imports (FOB) amounted to EUR 20,830.9 million and increased by
18.5% (EUR 3,256.8 million) compared to the same period in 2006 (EUR 17,574.1 million).

The imports growth rate for January — December 2006 yoy was 26.7%.

The balance on the Services item was positive, amounting to EUR 1,013.7 million (3.5% of
GDP) and increased by EUR 42.2 million compared to the same period in 2006. This was due to the
decrease of the deficit of the item Other Services, net (by EUR 167.1 million) as well as to the

increase of the balance of the item Travel, net (by EUR 62 million).

- The Travel balance was positive, amounting to EUR 952.7 million (3.3% of GDP) against EUR
890.8 million (3.5% of GDP) for the period January — December 2006.

Income balance was negative amounting to EUR 120.8 million (0.4% of GDP) compared to a
negative item of EUR 5.8 million for January — December 2006. The deficit increase yoy (by EUR 115
million) was mainly due to higher payments on Direct Investments, including dividents to foreign

investors.

Net Current transfers amounted to EUR 350.8 million (1.2% of GDP) against EUR 661.9
million (2.6% of GDP) for January — December 2006, and decreased by EUR 311 million. The
receipts from the European Union (EUR 232.4 million) increased by EUR 146.8 million compared to
the same period in 2006 (EUR 85.6 million). The payments of current transfers towards the EU for the
reporting period amounted to EUR 304.3 million while for the same period in the previous year there
were no such. Since January 2007 the payments of the Bulgarian instalment fee to the EU budget

have started.

Capital Account

The Capital account balance amounted to EUR 328 million (EUR 327.3 million net capital
transfers from the EU funds), compared to a positive balance of EUR 179.6 million (EUR 174.9 million
net capital transfers from the EU funds) for the period January — December 2007, and was higher by
EUR 148.4 million.

Financial Account

The Financial account balance was positive amounting to EUR 9,389.9 million, compared to a
positive balance of EUR 5,219.6 million for the same period in 2006 and was higher by EUR 4,170.3

million.

According to preliminary data the Foreign direct investment in Bulgaria for the reporting
period was EUR 5,687.1 million (19.9% of GDP) and was higher by EUR 1,323.1 million compared to
the same period in 2006 (EUR 4,364 million, 17.4% of GDP). The direct investment covered 92.1% of
the current account deficit against 110.9% for January — December 2006. The receipts from real
estate sales to nonresidents were higher by EUR 531.8 million (46.3%) compared to January —

December 2006 and amounted to EUR 1,681.2 million (29.6% of the direct investment for the period).
4



« In December 2007 Other Capital, net was higher by EUR 178.4 million yoy and amounted to
EUR 279.5 million.

. The item Mergers and Acquisitions reported a telecommunication company acquisition deal,

concluded in August 2007. The net item was negative, amounting to EUR 7.4 million.

Portfolio investment - assets increased by EUR 16.9 million, compared to an increase of EUR
221.2 million for the same period in 2006. The banks decreased their portfolio investments — assets
by EUR 171.9 million against an increase of EUR 231.4 million for the period January — December
2006. Portfolio investment — liabilities decreased by EUR 442 million against an increase of 461.9
million for January — December 2006. The decrease over the reporting period was mainly due to
repayment, at the end of February 2007, of global bonds issued by the government; to maturing
money market instruments, issued in 2006 by an investment company as well as buy-back in
December 20070f bonds, issued in 2006.

Other investment — assets increased by EUR 257.6 million, compared to an increase of EUR
2,336.1 million for the same period in 2006. The item Currency and Deposits of the banks decreased
by EUR 34.6 million compared to an increase of EUR 1,407.5 million for January — December 2006.
Other investment — liabilities increased by EUR 4,654.7 million against an increase of EUR
3,214.2 million for January — December 2006. The increase for the reporting period in 2007 was
mainly due to the increase (by EUR 2,179.8 million) of the net liabilities of Other Sectors. In

December 2007 alone the deposits of honresidents increased by EUR 630.9 million.

The item Net errors and omissions was negative, amounting to EUR 378.9 million compared

to a positive item amounting to EUR 321.1 million for the same period of 2006.

The Overall balance was positive, amounting to EUR 3,163.7 million (11.1% of GDP)
compared to a positive overall balance of EUR 1,785.6 million (7.1% of GDP) for the same period in
2006.

As of end December 2007 the BNB reserve assets (excluding valuation changes) increased by
EUR 2908.4 million compared to the end of December 2006.



DIRECT INVESTMENT
(January — December 2007)*

According to preliminary data, the Foreign direct investment in Bulgaria for the period January —
December 2007 amounted to EUR 5,687.1 million (19.9% of GDP) compared to EUR 4,364 million (17.4% of GDP)

attracted in January — December 2006.

(EUR million)
2006 2007 2007 - 2006
-1l IV - VI VII - IX X-XIl Xl |- XIl -1l V- VI VII - IX X-XIl Xl |- XIl |- Xl
Direct investment, net 757.3 1273.6 888.6 1307.6 451.5 4227.1 850.1 1494.7 1621.8 1525.3 527.7 5491.9 1264.8
Direct Investment Abroad* -26.4 7.0 324 710 -47.7 -136.8 1.7 -93.8 -47.6 -44.8 -28.7 -187.8 51.0
Equity capital 128 6.5 -16.3 -40.3 -26.3 -75.9 273 732 -36.5 434 276 -180.5 -104.6
Other capital 133 0.2 -15.8 -30.4 214 -59.8 25.6 -20.5 -11.1 14 -1 74 52.4
Reinvested earnings -0.3 -0.3 -0.3 -0.3 -0.1 -1.1 - - - - - - -
Foreign Direct Investment in
Reporting Economy 783.7 1280.7 921.0 1378.7 499.2 4364.0 851.8 1588.4 1676.7 1570.1 556.4 5687.1 1323.1
Equity capital, incl. 390.4 370.8 506.0 904.5 342.7 2171.7 564.7 891.4 1150.4 767.6 253.7 3374.1 1202.5
capital from privatisation 2.2 25.0 0.0 185.0 0.0 212.3 1.4 0.0 85.1 0.0 0.0 86.5 -125.8
non-privatisation capital 388.2 345.8 506.0 719.4 342.7 1959.4 563.4 891.4 1065.3 767.6 253.7 3287.7 1328.3
Other capital 313.6 850.9 346.5 364.9 101.1 1875.8 206.0 631.0 4412 733.0 279.5 2011.3 135.5
Reinvested earnings 79.7 59.0 68.5 109.3 55.4 316.5 81.1 66.0 85.1 69.5 23.2 301.7 -14.9
Mergers and acquisitions, net 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -7.4 0.0 0.0 -7.4 -7.4
Receipts 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 1414.9 0.0 0.0 1414.9 1414.9
Payments 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -1422.2 0.0 0.0 -1422.2 -1422.2

Source: direct investment companies, Privatisation Agency, the National Statistical Institute, the Central Depository, banks.

"For assets, a minus sign denotes an increase in holdings, and a positive figure represents a decrease.

The attracted equity capital (acquisition/disposal of shares and equities in cash and contributions in kind by
non-residents in/from the capital and reserves of Bulgarian enterprises and receipts/payments from/for real estate
deals in the country) for the period January — December 2007 amounted to EUR 3,374.1 million and its relative
share in the foreign direct investment amounted to 59.3%. It increased by EUR 1,202.5 million compared to that
attracted in the same period of 2006 (EUR 2,171.7 million). The receipts from real estate sales to nonresidents
amounted to EUR 1,681.2 million compared to EUR 1149.4 million for January — December 2006.

Foreign Direct Investment
(January - December 2007)
(Euro min.)
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The attracted equity capital on privatisation deals with non-residents, reported for the period January —
December 2007 amounted to EUR 86.5 million. The attracted equity capital on non-privatisation deals totalled EUR

3,287.7 million in the reporting period, compared to EUR 1,959.4 million for the same period of 2006.



The other capital (the change in the net liabilities of the direct investment enterprise to the direct investor on
financial loans, suppliers’ credits and debt securities) amounted to EUR 2,011.3 million (net) for the period January
— December 2007, compared to EUR 1,875.8 million for the same period of 2006.

According to preliminary data, the reinvested earnings® (the share of non-residents in the undistributed
earnings/ loss of the enterprise) for the period January — December 2007 are estimated at EUR 301.7 million

compared to EUR 316.5 million for the same period of 2006.

By country, the largest investments in Bulgaria for the reporting period were those of the United Kingdom
(15.9% of the total foreign direct investment), the Netherlands (9.5%) and Austria (8.4%).

FDI Hows
Geographical Breakdown
(January - December 2007)
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By branch, the largest investments for January — December 2007 were in Real estate, renting and business
activities (EUR 2150.8 million), Financial intermediation (EUR 1741.3 million) and Construction (EUR 704.2 million).

Foreign Direct Investment Flows by Industry
(January - December 2007)
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According to preliminary data for the period January — December 2007 Direct investment abroad was
EUR 187.8 million compared to EUR 136.8 million for the same period in 2006. The invested in 2007 abroad equity
capital amounted to EUR 180.5 million compared to EUR 75.9 million in 2006. In 2007 Other Capital, net amounted
to EUR 7.4 million compared to EUR 59.8 million in 2006.

! Preliminary data for 2006 and 2007. The 2005 and 2006 data are to be revised with the NSI annual data on FDI in the non-financial sector
(received at the end of 2007 and which are being processed). The 2007 data are subject to revisions with the quarterly reports to the BNB from
foreign direct investment enterprises, as well as with the NSI annual data.

2 The 2006 and 2007 data include only banks’ data on reinvested earnings.
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External Sector Indicators

EUR million
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Exports, Imports
(change over previous period)
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Direct Investment in Bulgaria

Direct Investment in Bulgaria / Current Account
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Gross External Assets
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EXTERNAL TRADE
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EXTERNAL TRADE OF BULGARIA!

January — November 2007

Exports
In January — November 2007 the exports (FOB) amounted to EUR 12,303.5 million

compared to EUR 11,035.2 million for the same period in 2006, and increased by EUR 1,268.3
million (11.5%).

End Use

. The main contribution to the exports growth in January — November 2007 yoy was
due to the groups Iron and Steel (an increase of EUR 136.7 million, 16.8%), Textiles (an
increase of EUR 135.4 million, 40.2%) n Machines and Equipment (an increase of EUR 169.1
million, 37.7%).

. The low growth yoy was due to the lower exports of the groups Vehicles (a decrease
of EUR 89.9 million, 36.5%), Clothing and Footwear (a decrease of EUR 72.8 million, 4.9%),
Non-Ferrous Metals (a decrease of EUR 34.1 million, 2.2%) and Electricity (a decrease of
10.1%).

Main Trade Partners and Regions

. The exports to the European Union increased yoy by EUR 763.5 million (11.3%),
and its share in the total exports decreased from 61% in January — November 2006 to 60.9% for
the same period in 2007.

. The relative share of exports to the EU-15 member countries amounted to 49.6% in
January — November 2007 compared to 50.7% for the same period in 2006.

. The highest growth of exports yoy was that to Germany — an increase of EUR 226.3
million (21%).

. The exports to Turkey increased by 11.7% (EUR 148.7 million), to Serbia — by 39%
(EUR 159.4 million), to Russia — by 75.6% (EUR 126.2 million), to Romania — by 28.8% (EUR
134 million) and to Italy — by 12.3% (EUR 139.1 million). The highest decrease of exports was
that to Croatia — by 37.4% (EUR 74 million) and to Spain — by 17.9% (EUR 64.6 million).

. The greatest share in total exports was that of the exports to Turkey (11.5% of total
exports, EUR 1,414.7 million) and to Germany (10.6% of total exports, EUR 1,301.5 million),
followed by the exports to Italy (10.3% of total exports, EUR 1,270.3 million).

For the purposes of consistency with the maintained by the BNB statistical series on imports and
exports of goods by Main Trade Partners and Regions the external trade statistics data are classified

according to the following criteria of the trade partners: imports (CIF) — by country of origin; exports (FOB)

' With the introduction of the system INTRASTAT at the beginning of 2007 changes have occurred in the reporting of external
trade of Bulgaria with the rest of the EU member states (see methodological notes). The BNB receives from the NSI detailed
data on dispatches and arrivals of goods within 60 days after the close of the reporting month. As a result of this the part
External Trade of Bulgaria of the issue Balance of Payments of Bulgaria covers a reporting period shorter than that of the
balance of payments by one month. 35



— by country of consignment. The division of the EU member states into the groups EU-15 and EU — New
Member States is in accordance with the practice and requirements of EUROSTAT and the ECB.

The imports data include data on goods imports from EU member states under transitory customs
regimes, introduced at the beginning of 2007 with regard to the membership of Bulgaria in the EU. The
goods, under these regimes, have practically crossed the border before January 2007 and have been
stored at customs stores. They are reported as imports at the moment at which they are cleared from the
customs stores and put into the manufacturing (in accordance with special system for trade reporting,

International Merchandise Trade Statistics: Concepts and Definitions, UN, 1998, para 67, para 81).

Imports (CIF)

The imports (CIF) in January — November 2007 amounted to EUR 19,829.1 million
compared to EUR 16,640.5 million for the same period in 2006, and increased by EUR 3,188.6
million (19.2%).

End Use

. The main contribution to the imports (CIF) growth in the period January — November
2007 yoy was due to the groups Machines and Equipment (an increase of EUR 486.4 million,
33.4%), Iron and Steel (an increase of EUR 291 million, 40.7%), Food, Drinks and Tobacco (an
increase of EUR 295.5 million, 71.9%) and Furniture and Household Appliances (an increase of
EUR 251 million, 47.5%).

. The greatest imports decrease yoy was that of the group Automobiles (EUR 73.4
million, 14.4%).

Main Trade Partners and Regions

. The imports from the EU increased yoy by EUR 1,773.9 million (20.9%), and its
share in total imports increased from 51.1% in January — November 2006 to 51.8% for the same
period in 2007.

. The share of imports from the EU-15 decreased from 41.3% in January -
November 2006 to 40.8% for the same period in 2007, and the main contributors to this growth

were Germany, France and ltaly.

. The highest increase yoy of the imports was that from Turkey (EUR 416 million,
42.2%), China (EUR 346.1 million, 50.3%) and from Russia (EUR 450.4 million, 15.3%).

. Strongly increased also the imports from Germany (EUR 202.6 million, 9.8%), Italy
(EUR 253.1 million, 17.4%) and Hungary (EUR 194.2 million, 92.7%).

. The greatest decrease of imports was that from Brasil (EUR 111.4 million, 34.3%)
and from Ukraine (by EUR 53.1 million, 10.2%).

. The highest share in total imports (CIF) was that of the imports from Russia (17.1%
of total imports, EUR 3,390.2 million), followed by that from Germany (11.5% of total imports,
EUR 2,272.4 million).
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Contribution to the Change of Total Exports
(By End Use)

Contribution to the Chage of Total Exports
(compared to the corresponding period of the previous year) (p.p.)
Exports Share
(by End Use) (%) November January — November
2006 2006 2007 2006 2007
Consumer Goods 24.5 3.7 4.4 24 2.6
Raw Materials 45.3 16.4 0.1 154 5.6
Investment Goods 14.5 18 7.0 34 3.2
Mineral fuels, oils and electricity 15.7 -4.0 9.3 7.0 0.1
TOTAL EXPORTS, FOB 100.0 17.8 20.7 28.2 11.5
Source: BNB, NSI.
Exports
By End Use

January - November 2006—-2007

Raw

2006 Materials 2007

Raw
45.3%

Materials
45.7%

Consumer
Goods
24.5%

Consumer
Goods
24.3%

Mineral
Fuels, Qils, Mineral Investment
Electricity Investment Fuels, Oils, Goods
15.7% Goods Electricity 15.9%

14.5% 14.2%

Source: BNB, NSI.

Contribution to the Chage of Total Imports®
(compared to the corresponding period of the previous year) (p.p.)
Imports Share

(by End Use) (%) November January — November

2006 2006 2007 2006 2007

Consumer Goods 14.6 3.3 5.6 3.1 5.0
Raw Materials 36.7 8.8 6.4 9.9 7.0
Investment Goods 25.9 4.8 8.5 51 6.6
Mineral fuels, oils and electricity 22.4 0.1 7.1 7.7 1.0
TOTAL IMPORTS, CIF 100.0 16.6 27.3 25.4 19.2

! The differences between the item Total and the listed sub-items are due to the non-classified (by the Customs Agency)
imports by goods type.

Source: BNB, NSI.

Imports
By End Use
January - November 2006-2007

2006 2007

Investment Raw

Investment
Goods Materials

Raw Materials

9 Goods
36.7% 2:9% 36.7% 27.3%
Mineral Fuels,
Qils, Electricity
22.4%
Consumer Non-classified Consumer Mineral
Goods Imports Goods Fuels, Oils,
14.6% 0.5% 16.4% Electricity
19.6%
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Contribution to the Change of Total Exports

(By Regions)
Contribution to the Chage of Total Exports
Exports (compared to the corresponding period of the previous year) (p.p.)
(by Regions) S(rlzr)e November January — November
2006 2006 2007 2006 2007
European Union (27) 61.0 155 9.7 17.3 6.9
European Union (15) 50.7 13.4 2.8 13.0 4.6
Italy 10.3 23 -0.2 0.8 1.3
Belgium 6.6 1.1 -0.7 2.7 0.5
Germany 9.7 2.2 2.1 2.6 2.1
EU — New Member States 10.3 21 6.8 4.3 23
Romania 4.2 0.6 3.1 15 1.2
Poland 15 0.6 0.8 0.8 0.3
Hungary 0.9 0.5 0.2 0.4 0.3
Europe 4.0 2.0 1.1 1.6 1.9
Russia 15 1.0 1.1 0.6 11
Ukraine 0.7 0.7 0.2 0.2 0.7
Balkan Countries 20.7 7.3 3.5 8.8 15
Turkey 115 6.2 2.3 4.4 1.3
Serbia 3.7 1.7 1.4 1.9 14
Croatia 1.8 -0.6 0.5 0.9 -0.7
America 4.1 -1.0 2.1 1.0 0.4
USA 2.9 -0.9 -0.1 0.8 -0.2
Asia 8.0 2.2 25 3.8 0.2
Georgia 0.6 0.6 0.8 0.3 0.6
Others 2.2 -8.2 1.8 -4.3 0.4
TOTAL EXPORTS, FOB 100.0 17.8 20.7 28.2 115
Source: BNB, NSI.
Exports
Geographical Breakdown
January - November 2006—-2007
2006 2007 European
European Union (27)
Union (27) 60.9%
61.0%

Others
2.2%

Asia
8.0%
America

4.1%

Others
2.4%

Asia
7.4%

Europe America Europe
Balkan 4.0% 4.1% Balkan 5.3%
Countries Countries
20.7% 19.9%

Source: BNB, NSI.
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Contribution to the Change of Total Imports
(By Regions)

Contribution to the Chage of Total Imports

Imports (compared to the corresponding period of the previous year) (p.p.)
(by Regions) S(rlzr)e November January — November

2006 2006 2007 2006 2007

European Union (27) 51.1 11.0 10.0 10.9 10.7
European Union (15) 41.3 8.2 5.4 8.0 7.3
Germany 12.4 2.0 0.6 2.1 1.2
Italy 8.8 2.4 0.7 2.0 15
Greece 5.3 15 0.9 1.6 1.0
EU — New Member States 9.8 2.8 4.7 2.9 34
Romania 3.8 1.2 1.7 1.1 0.7
Czech Republic 15 0.5 1.0 0.4 0.5
Poland 1.9 11 0.5 0.8 0.6
Hungary 1.3 0.7 1.0 0.4 1.2
Europe 22.1 -0.2 8.1 6.7 2.4
Russia 17.7 0.0 7.7 6.3 2.7
Ukraine 3.1 -0.5 0.4 0.0 -0.3
Switzerland 1.0 0.1 0.0 0.2 -0.1
Balkan Countries 7.9 3.5 2.4 2.6 3.6
Turkey 5.9 2.3 1.6 1.4 25
Serbia 0.9 0.3 0.2 0.7 0.0
Macedonia 0.7 0.7 0.5 0.5 0.8
America 7.3 2.2 2.8 2.4 -0.5
USA 2.0 0.3 0.7 0.1 0.0
Brazil 1.9 0.2 -0.6 0.8 -0.7
Asia 10.3 2.0 3.6 2.9 3.2
China 4.1 1.4 3.0 1.3 2.1
Others 1.3 -1.9 0.4 -0.3 -0.2
TOTAL IMPORTS, CIF 100.0 16.6 27.3 25.4 19.2

Source: BNB, NSI.
Imports
Geographical Breakdown
January - November 2006-2007
2007 European
2006 European Union (27)
; 51.8%
Union (27)
51.1%

Others
1.3%
Asia
10.3% Europe
America Balkan 22.1%
7.3% Countries
7.9%

Others
0.9%
Asia
11.3%
America  Balkan 20.6%
57% Countries
9.7%

Source: BNB, NSI.
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METHODOLOGICAL NOTES ON THE COMPILATION OF THE BALANCE OF PAYMENTS OF
BULGARIA

The Bulgarian National Bank is in charge of the compilation of the balance of payments of the
country. The legal basis for the balance of payments compilation in Bulgaria is provided for in Article
42 of the Law on the Bulgarian National Bank. Data for the purposes of the BOP compilation are
collected on the basis of Article 42 of the Law on the Bulgarian National Bank as well as on the basis
of the Foreign Exchange Law. These data are processed by the “Balance of Payments and External
Debt” Division within the Statistics Directorate of the BNB. At present, the Bulgarian National Bank
compiles and publishes analytic presentation as well as standard presentation of the balance of
payments in accordance with the Fifth Edition of the “Balance of Payments Manual” (IMF, 1993),
the “Balance of Payments Textbook” (IMF, 1996), and the “Guideline of The European Central Bank”
(ECB/2004/15) .

The balance of payments’ methodology is conceptually related to that of the System of
National Accounts (SNA). The items of the balance of payments correspond closely to the relevant
categories of the rest of the world account in the SNA.

There is a close relationship between the International Investment Position and the balance of
payments as well. The BOP financial account measures an economy's transactions in external
financial assets and liabilities, which affect the stock of external financial assets and liabilities

measured in the international investment position.

I.  ACCOUNTING PRINCIPLES AND CONVENTIONS

The basic convention applied in the construction of Bulgaria's balance of payments is the
implementation of the double entry system. Under credit, with a positive sign, are recorded: exports of
goods and services, income receivable, offsets to non-refundable real and financial resources
received (transfers), increases in financial liabilities, decreases in financial assets. Under debit, with a
negative sign, are recorded: imports of goods and services, income payable, offsets to non-refundable
real and financial resources provided, increases in financial assets, decreases in financial liabilities.

The time of recording of the balance of payments transactions is the time of change of
ownership.

Transaction valuations are based on market prices. If the actual market prices are not
available, the average market prices are used as approximation.

Valuation changes of the country’s external assets and liabilities are not included in the
balance of payments.

The units of account for the balance of payments of Bulgaria are the EUR, the BG lev and the

US dollar. The conversion into the unit of account is made using the exchange rate at the time of

' Guideline of The European Central Bank on the Statistical Reporting Requirements of The European Central
Bank in the Field of Balance of Payments Statistics, The International Reserves Template and International
Investment Position Statistics (ECB/2004/15)
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transaction. If not available, or inapplicable for other practical reasons, the average exchange rate for

the reporting period is used.

II. BALANCE OF PAYMENTS COMPONENTS

The balance of payments components are compiled using basically the International
Transactions Reporting System (ITRS), which includes (i) banks’ reports, and (ii) reports by
enterprises which have bank accounts abroad, pertaining to the residents’ international transactions.
These reports cover all components of the balance of payments table. In addition, the data on certain
BOP components collected by the ITRS is substituted for data from other sources: (i) direct
investment enterprise survey, (ii) administrative records, (iii) reports by enterprises having financial
loans borrowed from and lent to non-residents and (iv) enterprise reports regarding their assets and
liabilities (different from financial loans) with non-residents.

In the analytic presentation the balance of payments components are classified in the
following main categories:

A. Current Account

The Current Account comprises the acquisition and provision of goods and services,
income, and current transfers between the country and the rest of the world. The flows recorded on
the credit side represent that part of the gross domestic product, which is provided to the rest of the
world (exports of goods and services), as well as the provision of factors of production expressed by
income receivable — compensation of employees and investment income (interest, dividends, etc.).
Recorded are also offsets for non-refundable real and financial resources received (transfers).

The flows on the debit side represent the gross product created in the rest of the world and
acquired by the domestic economy (imports of goods and services), as well as the acquisition of
factors of production expressed by income payable. Recorded are also offsets to non-refundable real
and financial resources provided.

e The Goods component of the BOP Current Account covers movable goods for which
changes of ownership between residents and non-residents occur. The data on imports and exports
FOB (Free on board) is based on customs declarations, as the codes used in them are after the
Harmonised System for Description and Coding of Commodities of the World Customs Organisation,
introduced in 1988 and supplemented in 1992. With the January 2006 data the Bulgarian National
Bank and the National Statistics Institute jointly apply developed by them methodology for compilation
of imports at FOB prices and receipts and payments regarding the freight transportation.2 The
methodology is based on the analysis of the CIF-FOB correlations for the imports of goods depending
on the different imports delivery categories, as well as on the different mode of transportation and
nationality of the carrier.

Sources: The source of data as from the beginning of 2003 until the end of 2006 was the

Customs Agency and for preceding years - the Information services (at the Informational Computing

2The 2002 — 2005 data are based on this methodology for compilation of imports at FOB prices and receipts and payments
regarding the freight transportation.
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Center Directorate). The Bulgarian National Bank and the National Statistical Institute received the
exports and imports data, supplemented it with other information and processed it further. With the
introduction of the system INTRASTAT (introduced with the Law on Statistics of Intercommunity
Merchandise Trade, GG. N51 of 2006) with the January 2007 data changes in the way of reporting of
the external trade of Bulgaria with the rest of the EU member states took place.

The introduction of the system INTRASTAT led to changes in the deadlines for receiving and
processing of the data. The information on exports (dispatches) and imports (arrivals) of goods are
reported by the INTRASTAT operators (the firms obliged to report) to the National Revenue Agency
within 20 days after the close of the reporting month. These data are sent to the National Statistical
Institute for further processing. The NSI reports to EUROSTAT aggregated monthly data (without
breakdowns by trade partners and by type of goods) within 42 days after the close of the reporting
month. The detailed intra trade data on dispatches and arrivals of goods are reported to EUROSTAT
within 70 days after the close of the reporting month.

The BNB receives aggregated data from the NSI (without breakdowns by trade partners and by
type of goods) on the country trade with the other EU member states within 35 days after the close of
the reporting month, and these data are supplemented by the data of the Customs Agency on trade
with third countries. Before that with the publication of the report on the balance of payments for the
reporting month only aggregated data on exports and imports are published. The BNB receives from
the NSI within 60 days after the close of the reporting month detailed data on dispatches and arrivals
of goods.

As a result of these changes the schedule for external trade data reporting by the BNB is the
following:

« Preliminary aggregated data (without breakdowns by trade partners and by type of goods) for
the reporting month are published within 42 days after the close of the reporting month in the balance
of payments table.

« Preliminary detailed data (with breakdowns by trade partners and by type of goods) for the
reporting month are distributed to users not earlier than 73 days after the close of the reporting month.

The published series of data on exports and imports of the country on the web site of the BNB
are updated not earlier than 73 days after the close of the reporting month.

In accordance with the common methodology, before publishing the data, the BNB and the
NSI have to agree upon the data.

e The Services component comprises transportation, travel, and other services.

The Bulgarian National Bank derives the data on freight transportation from foreign trade data
and the data on passenger transportation from travel data on the basis of estimates.

With the January 2006 data the BNB introduced a new methodology for compilation of
receipts and payments regarding the freight transportation. The freight transportation receipts are set
up on the basis of estimated receipts of resident carriers related to the country exports of goods. The
payments are calculated as an estimation of the payments made by residents on behalf of non-
resident carriers related to the country imports of goods. The receipts and payments are estimated

according to mode of transportation and nationality of the carrier. With the introduction of the system
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INTRASTAT with the January 2007 data changes in the way of compilation of receipts and payments
regarding the freight transportation of Bulgaria with the rest of the EU member states took place. Due
to the delay in receiving the detailed data on trade of Bulgaria with the rest of the EU member states
from the NSI, as of the date of publication of the preliminary balance of payments report for the
corresponding month (42 days after the close of the reporting period) the preliminary compilation of
receipts and payments of freight transportation is based on data for preceding years. For exports of
transport services the estimate is 7.5% of goods exports FOB, of which 61.8% are performed by
resident carriers and are transactions of the balance of payments. For imports of transport services
the preliminary estimate is 5% of the imports FOB, of which 48% are performed by non-resident
carriers and are subject to reporting in the balance of payments. These estimates are subject to
revisions after receiving the preliminary detailed data (with breakdown by trade partners and by type
of goods) on trade with the rest of the EU member states for the reporting month.

Travel covers goods and services, including those related to health and education, acquired
by travellers for business and personal purposes. The data on travel is based on data from the
Ministry of Internal Affairs on the number of travellers crossing the borders and on estimates of per
capita expenditures, the latter based on the methodology for estimation of the receipts and
expenditures from travel services — “Methodology For Estimation of the Receipts and Expenditures
from Travel in the Bulgarian Balance of Payments” (Bulgarian National Bank, Ministry of Trade and
Tourism, 18 November 1999). The 2007 data for the number of foreigners who visited the country are
based on information from the border police and NSI estimates.

Other services item covers receipts and payments related to services other than
transportation and travel (communication, construction, financial, leasing, insurance, cultural, sport
and recreational services, etc.).

The main sources of information on this item are the banks' reports and the reports of
enterprises having accounts abroad.

e Income consists of two categories: (i) compensation of employees, and (ii) investment
income. Compensation of employees covers wages, salaries and other benefits paid to non-resident
workers in the country or received by resident workers abroad. The compensation of employees
comprises also income due to illegal employment. The BNB estimates this flow in accordance with the
Methodology for Estimation of Flows due to Illegal Employment (14 March 2006).% Investment income
covers receipts and payments of income associated with external financial assets and liabilities.
Included are receipts and payments on direct investment, portfolio investment, other investment, and
receipts on reserve assets.

The main sources of information on the Income component are the banks' reports and the
reports of enterprises, the Ministry of Finance, and the Bulgarian National Bank.

e Transfers are all real resources and financial items provided without a quid-pro-quo from
one economy to another. Current transfers directly affect the level of disposable income of the
economy, and the consumption of goods and services. That is, current transfers reduce the income

and consumption potential of the donor and increase the income and consumption potential of the
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recipient. Included in the Current transfers are the EU pre-acquisition grants, other grants, gifts,
inheritances, prizes won from lotteries, pensions, current taxes, social security contributions, etc.

Sources: The Bulgarian National Bank receives information on current transfers from the
Ministry of Finance, the Bulgarian Red Cross, the Agency for Foreign Aid, and from the monthly
banks’ reports.

B. Capital Account

The Capital Account consists of two categories: (i) capital transfers and (ii) acquisition or
disposal of non-produced, non-financial assets. If in kind, a capital transfer consists of (i) a transfer of
ownership of fixed assets, or (ii) forgiveness of a liability by a creditor when no counterpart is received
in return. If in cash, a transfer is a capital transfer when it is linked to, or conditional on, the acquisition
or disposal of fixed assets (for example, an investment grant).

Sources: The Bulgarian National Bank receives information on the capital account from the
Ministry of Finance (for capital transfers from the EU funds), from the quarterly reports of the
enterprises in the non-financial sector, the monthly reports of the notaries and others.

C. Financial Account

The Financial Account comprises all transactions (actual and imputed) in the external financial
assets and liabilities of an economy. The external assets and liabilities are primarily classified
according to type of investment. Included in Financial Account are (i) direct investment, (ii) portfolio
investment and (iii) other investment.

e Direct investment covers direct investment abroad, direct investment in reporting economy
and mergers and aqcuisitions. The subitem Mergers and Agcuisitions shows the transactions related
to mergers and acquisitions. The purpose of its inclusion was to eliminate the influence of such deals
over the reported foreign direct investment data. The international practice shows that these
transactions have hardly any real impact on the production capacities and employment and the
conclusions drawn from the interpretation of foreign direct investment data in which data on mergers
and acquisitions are included might be misleading about investment flows, developments, branch and
geographical structure. (“European Central Bank, Eurostat, Foreign Direct Investment Task Force
Report”, March 2004, para.332)

Direct investment is a category of international investment in which a resident of one economy
— a direct investor — acquires a lasting interest (at least 10% of the ordinary shares or the voting
power) in an enterprise resident in another economy — a direct investment enterprise. The direct
investment includes both the initial transaction, through which the relationship between the direct
investor and the direct investment enterprise is established, and all subsequent transactions between
them. The direct investment covers transactions relating to changes in the direct investor’s share in
the equity capital of the direct investment enterprise, inter-company debt transactions as well as the
share of the direct investor in the undistributed earnings/loss of the direct investment enterprise. Direct
investment is reported on a directional basis: direct investment abroad — as an asset, and direct

investment in the reporting country — as a liability.

3 The data as from April 2001 are based on this methodology.
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Sources: The Bulgarian National Bank receives monthly data on direct investments in the
country from the Privatisation Agency, the Central Depository and from banks’ reports; quarterly data -
from the Insurance Supervision Directorate at the Ministry of Finance, from the reports for inter-
company debt transactions and from the statistical survey carried by the NSI among non-financial
sector enterprises and annual data from the banks’ annual financial and accounting reports (Balance
Sheet and Profit and Loss Statements) and from enterprise reports provided to the BNB. For data on
direct investments abroad the Bulgarian National Bank uses the information from FDI declaration
forms, quarterly reports of non-financial sector enterprises and monthly reports of the banks. With
these data, after cross—checking of the information, the monthly data (received from the banks and
included before that in the balance of payments) are replaced.

e Portfolio investment includes portfolio investment, assets and portfolio investment,
liabilities.

Portfolio investment covers transactions in shares and equity if the investor’s share in the
capital is less than 10%, transactions in bonds, notes, money market and other tradable securities and
transactions in financial derivatives.

The main source of information on the liabilities side of the Portfolio investment is the data
provided by the Ministry of Finance, the Bulgarian National Bank, banks, enterprises holding bank
accounts abroad, and the Central Depository. Data on the assets side of the Portfolio investment is
provided by banks (which give information about their and their clients’ portfolio investments), the
Bulgarian National Bank and the Ministry of Finance.

e Other investment covers trade credits, loans, currency deposits, and other assets and
liabilities.

According to the balance of payments conventions trade credit arise from the direct extension

of credit from a supplier to a buyer, i.e this is a credit extended by a trade partner without issue of a
tradable security.

The main source of information on trade credits-assets and liabilities are the quarterly reports
of enterprises on their assets/liabilities to non-residents.

Loans item includes received and paid principals on short- and long-term loans between
residents and non-residents if no issue of a tradable security is involved with these loans.

Transactions concerning disbursements and repayments of principals on IMF loans and
disbursements on loans on BOP support are not included in the item Loans. They are recorded in
the relative items of group E. Reserves and Related Items.

Data on the item Loans is received by the Ministry of Finance, the Bulgarian National Bank,
the banks and directly by the enterprises that have lent to or borrowed from abroad. The latter report
quarterly data to the BNB because of which the monthly data on Loans, Other sectors (assets and
liabilities) is revised each quarter.

The Currency and Deposits component presents on the assets side the changes in the
residents’ currency deposits held abroad, and on the liabilities side — the changes in the liabilities of

the resident banks to non-residents in domestic and foreign currency. Following the basic accounting
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principle and conventions set in the “Balance of Payments Manual” (IMF, 1993), when compiling that
item the Bulgarian National Bank excludes any changes therein due to exchange rate changes.
Items Other assets and Other liabilities includes all transactions on miscallenous accounts

receivable and payable not included elsewhere and transactions in arrears.

D. Net errors and omissions

The Net errors and omissions component is an offsetting item. This component exists in the
BOP presentation because the compilation system used by the Bulgarian National Bank is not a
closed one but is a combination of different sources of information. Unlike other statistical reports,
such as for example the monetary statistics, the collecting of the data necessary for the balance of
payments compilation could not be restricted to the accounting records of the banks as the only
source of information,

The fluctuations in the Net errors and omissions, both in sign and in size, are mainly due to: (i)
revisions of export and import data, (ii) the development of the methodology for compilation of certain
balance of payments’ components and (iii) the existence of objective obstacles to the collection of

data on certain balance of payments’ items.

E. Reserves and related items

e Reserve assets include those external assets that are readily available to and controlled
by the central bank (government) for direct financing of balance of payments imbalances. The reserve
assets comprise monetary gold, SDRs, reserve position in the Fund, foreign exchange assets
(consisting of currency and deposits and securities), and other claims. The entries under this category
pertain to transactions in the BNB's external holdings which are administered by the Issue
Department. The data on reserve assets changes included in the BOP table exclude valuation
changes, due to exchange rate and market price changes.

This group in the analytic presentation of the balance of payments includes also Use of Fund
credit and the item Exceptional Financing. The exceptional financing comprises the BOP support as
well as deferred/rescheduled payments and payments on arrears, resulting from balance of payments
difficulties. In accordance with the methodology for accounting the exceptional financing transactions
("Balance of Payments Manual", Fifth Edition (IMF, 1993), p. 454), the principal repayments on the
BOP support credits are included in the Financial Account — Other investment — Liabilities — Loans —

General Government.

[ll. PERIODICITY, FREQUENCY AND TIMELINESS OF THE BALANCE OF PAYMENTS
PUBLICATIONS

The Bulgarian National Bank compiles and publishes the balance of payments of the country
on a monthly basis. The schedule of the Bulgarian National Bank is to publish the data within six

weeks (42 calendar days) after the close of the reference period.
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IV. DATA REVISION POLICY

Revisions to published BOP estimates are a common feature of many balance of payments
compilation systems. With the revisions publication, the users are timely acquainted with the revised
data on the corresponding items.* The policy on revisions pursued by the Bulgarian National Bank is
based on the following principles:

(i) With the report for the first month of the quarter the monthly data for the whole current year
are revised. With the reports for the second and the third month of the quarter, monthly data for the
current quarter are revised.

(i) When on-going changes are made due to additional information collected, as well as
resulting from elimination of errors, the Bulgarian National Bank timely informs the users through the
monthly press releases as well as through the notes at the end of the balance of payments table.

(iii) When significant revisions are made due to changes in the methodology for reporting of
certain BOP components or other reasons, the Bulgarian National Bank publishes in advance

information on the changes to facilitate the users of the data.

V. DATA DISSEMINATION

The Bulgarian National Bank disseminates the monthly balance of payments data on its web
site — http://www.bnb.bg.

The data is published also in the Bulgarian National Bank Monthly Bulletin.

Data on the balance of payments of the country is included in the semi-annual and in the
annual official reports of the Bulgarian National Bank.

Data are simultaneously released to all interested parties.

VI. CONTACTS

If you have any questions on the methodology applied by the Bulgarian National Bank or on
the balance of payments data published, please do not hesitate to send them to Mr. Emil Dimitrov,

director of the Statistics Directorate , via e-mail at Dimitrov.E@bnbank.org, and Mrs. Liliana El

Haddad, head of the Balance of Payments and External Debt Division , via e-mail at

Elhaddad.L@bnbank.org, or by mail to the following address:

Bulgarian National Bank

Balance of Payments and External Debt Division
1 Knyaz Alexander | Square

1000 Sofia

BULGARIA

Last updated on November 13", 2007

4 The annual data on foreign direct investment in the country are revised 15 months after the close of the reporting period (after
the annual NSI data on the nonfinancial sector are received in the BNB).
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External Sector Statistics, Compiled by
Balance of Payments and External Debt Division and Disseminated through the BNB web-

site (http://www.bnb.bq), by ltems:

Statistics
Macroeconomic Indicators
External Sector Indicators
External Sector

Exchange Rates
= Real Effective Exchange Rates

Deflator — Consumer Price Index
« Monthly Data
e Quarterly Data
« Annual Data

Deflator — Unit Labor Cost Index
e Quarterly Data

Methodological Notes
Balance of Payments

= Press Release
= Announcement
About the coverage and quality of the data on imports and exports

= Issue Balance of Payments of Bulgaria (January — December 2007)
= Search by Period and Currency — Analytical Presentation
= Search by Period and Currency — Standard Presentation
= Methodology of the Balance of Payments Statistics

= Standard and Analytical Concepts

= Methodological Notes

= Methodology

for Compilation of Imports at FOB Prices and Receipts and Payments

Regarding the Freight Transportation for the Balance of Payments

= Methodology

for Estimation of Flows due to Unofficial Employment
= Contacts
Foreign Trade

= Exports
Data in Euro (1995 — 2007)

* As of February 15, 2008
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Search by period:
« End-Use
« Main Trading Partners and Regions
Main Trade Regions by End-Use
« Annual Data 1995 — 2006
e Quarterly Data 1995 — 2007
Currency Structure
« Annual Data 1999 — 2006
e Quarterly Data 1999 — 2006
= Imports
Data in Euro (1995 — 2007)
Search by period:
« End-Use
« Main Trading Partners and Regions
Main Trade Regions by End-Use
« Annual Data 1995 — 2006
e Quarterly Data 1995 — 2007
Currency Structure
« Annual Data 1999 — 2006
o Quarterly Data 1999 — 2006
Foreign Trade of Bulgaria (January — October 2007)*
*The material is part of the publication “Balance of Payments of Bulgaria (January — November 2007)".
Methodological Notes

Message about Foreign Trade
International Investments Position

= Annual Data 1999 — 2006
= Quarterly Data 2004 — 2007

= Methodological Notes
Direct Investment

= Direct Investments
= 2007
= Foreign Direct Investment in Bulgaria
Flows Data:
- Annual Data
« FDI flows by investment type: 1996 — 2007
» FDI flows by geographical region: 1996 — 2007
« FDI flows by industry: 1998 — 2007
- Quarterly Data
* FDI flows by investment type: 1996 — 2007
» FDI flows by geographical region: 1996 — 2007
« FDI flows by industry: 1998 — 2007



- Monthly Data
« FDI flows by investment type: 1996 — 2007
Stock Data:
- Annual Data
« FDI stock by investment type: 1999 — 2006
« FDI stock by geographical region: 1999 — 2006
e FDI stock by industry: 1999 — 2006
- Quarterly Data
« FDI stock by investment type: 2004 — 2007

Methodological Notes

= Direct Investment of Bulgaria Abroad
Flows Data:
- Annual Data
« FDI flows by investment type: 1997 — 2007
« FDI flows by geographical region: 1999 — 2007
» FDI flows by industry: 2001 — 2007
- Quarterly Data
« FDI flows by investment type: 1998 — 2007
» FDI flows by geographical region: 2001 — 2007
» FDI flows by industry: 2001 — 2007
- Monthly Data
« FDI flows by investment type: 1998 — 2007
Stock Data:
- Annual Data
» FDI stock by investment type: 1999 — 2006
» FDI stock by geographical region: 1999 — 2006
* FDI stock by industry: 1999 — 2000
- Quarterly Data

» FDI stock by investment type: 2004 — 2007
*FDI stock data by industry for 2001 — 2006 are to be published.

Gross External Debt

= Press Release

= Issue Gross External Debt of Bulgaria (November 2007)

= Gross External Debt Stock

By Sectors*
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e 1999 — 2007 (monthly data in EUR million)

e Geographical Breakdown of the External Debt of Other Sectors: March 2004 —
September 2007 — (quarterly data in EUR million)

« Branch Structure of the External Debt of Other Sectors: March 2004 — September 2007 —
(quarterly data in EUR million)

By Instruments*

e 1999 — 2007 (monthly data in EUR million)

By Creditors*
e 2004 — 2007 (quarterly data in EUR million)
*Back data are to be published.

= Gross External Debt Service
By Sectors
e 1999 — 2007 (monthly data in EUR million)
= Gross External Debt Disbursements
By Sectors
e 1999 — 2007 (monthly data in EUR million)
= Currency Structure of the Gross External Debt
e 2004 — 2007 (quarterly data)
= Methodological notes
= Contacts
Template on International Reserves and Foreign Currency Liquidity

Monthly Data in Euro (September 2003 — 2007)
= Part |. Official Reserve Assets and Other Foreign Currency Assets
= Part Il. Predetermined short-term net drains on Foreign Currency Assets (nominal value)
= Part lll. Contingent short-term net drains on Foreign Currency Assets (nominal value)
= Part IV. Memo Items

= Methodological notes
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