BANKING OPERATION

GENERAL INFORMATION

On 31 March 2007, the banking sector of the Republic of Latvia comprised 21 banks and two branches of foreign banks: Nordea Bank Finland Plc. Latvia branch and SKANDINAVISKA ENSKILDA BANKEN AB Riga branch. At the close of March, GE Money Bank AB Latvia branch was de-registered with the Swedish Financial Supervisory Authority. 

In January 2007, the branch of the JSC PARITATE BANKA started its operations in Portugal (Lisbon), while the JSC UniCredit Bank
 registered its branches in Lithuania and Estonia.

By 31 March 2007, 136 notifications from the financial sector supervisory institutions of the European Economic Area countries were received regarding the exercise of the freedom to provide services in Latvia without opening a branch. 

In the 1st quarter of 2007, the JSC Latvijas Krājbanka, JSC Akciju komercbanka Baltikums and JSC Sampo Banka increased their share capital, hereby total banking paid-up share capital in the reporting period grew 1.2% and at the end of March totalled 595.7 million lats, incl. the share of foreign capital at 68.5% (compared to 68.8% on 31 December 2006). 

At the close of the reporting quarter, nine banks still were subsidiaries of foreign banks 
(JSC DnB NORD Banka, JSC HANSABANKA, JSC Latvijas Biznesa banka, JSC Latvijas Krājbanka, JSC Latvijas tirdzniecības banka, JSC PARITATE BANKA, JS Sampo Banka, JS SEB Latvijas Unibanka and JSC UniCredit Bank), and the market share of these banks has been unchanged since the end of 2006, namely, 56.8% of total banking assets at the end of March 2007.

STRUCTURE OF ASSETS AND LIABILITIES

During the 1st quarter of 2007, the banking assets rose by 1.4 billion lats, or 9%, and their amount at the end of March totalled 17.3 billion lats. In the reporting quarter, the growth rate of loans still exceeded considerably the grow rate of deposits (see Figure 1). 

Figure 1

ASSETS, LOANS AND DEPOSITS

(at end of period; in millions of lats)
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At the end of the 1st quarter 2007, loans constituted the greater share in banking assets, i.e. 69.4%, followed by the banks’ claims on monetary financial institutions
 (MFI), 13%, and investments in securities, 7.7% (compared to 68.4%, 12.9% and 7.7% on 31 December 2006) (see Figure 2). 

Figure 2

STRUCTURE OF ASSETS

(as a percentage)
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The amount of deposits in the structure of banking liabilities at the end of reporting quarter accounted for 46.1% and the amount of liabilities of banks to MFI reached 39.2% (compared to 48.8% and 37.3% on 31 December 2006) (see Figure 3). 

Figure 3

STRUСTURE OF LIABILITIES 

(as a percentage)
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Of total banking liabilities to MFI, 91.1% were liabilities to MFI of OECD countries 
(compared to 88.9% on 31 December 2006), incl. a major share, about 80%, the financing of foreign banks to their subsidiaries and branches in Latvia (compared to 83% on 31 December 2006). At the end of the reporting quarter, 6% of banking liabilities to MFI were demand liabilities, 33.2% were liabilities with an original maturity up to one year, while 3%, liabilities with an original maturity between one year and two years, 56.6%, liabilities with an original maturity over two years, but 1.2% were repo deals (compared to 8.4%, 28.2%, 2.9%, 59.9% and 0.6% on 31 December 2006).

LOANS 

In the 1st quarter 2007, the growth rate of total loans issued to non-banks fell from 13.5% to 10.7% in the reporting period compared to the previous quarter and at the end of March this year the total amount of loans issued to residents accounted for 10,835.5 million lats.

Loan portfolio broken down by national economy sector 

The amount of loans issued to the Latvian national economy development in the reporting quarter grew by 490.2 million lats, or 9% (compared to 13.3% in the 4th quarter of 2006). By the end of March, 5,910.6 million lats were issued in loans for the development of the national economy. The largest amount of loans was still issued to such national economy sectors as real estate transactions, financial intermediation, manufacturing industry, trade and construction which received 28.5%, 16.8%, 13.3%, 12.4% and 9.9% respectively, of total loans granted to the national economy sectors (compared to 27.8%, 16.1%, 12.6%, 12.2% and 10% on 31 December 2006) (see Figure 4). 
Figure 4

SHARE OF LOANS ISSUED TO NATIONAL ECONOMY SECTORS IN CREDIT PORTFOLIO AND ANNUAL GROWTH RATE OF SUCH LOANS 

(31.03.2007; as a percentage)
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* Banking loan portfolio comprises loans issued to resident financial institutions, public enterprises and private companies 

Loan portfolio broken down by borrower (residents)

By 31 March 2007, 90% of loans issued by non-banks were granted to residents, incl. households, 44.6%, private non-financial undertakings, 44.4%, while to financial institutions, 9% (compared to 43.7%, 45.5% and 8.7% on 31 December 2006) (see Figure 5). 

Figure 5
SECTORAL BREAKDOWN OF BORROWERS 

(as a percentage)
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In the reporting period, of total loans granted to households, 79.2%, or 3,827.2 million lats were issued for the purchase of housing while 10.9%, or 527.5 million lats, for consumption (compared to 76.1% and 13.8% on 31 December 2006). 
By 31 March 2007, the number of loans issued to households drew near to 950 thousand, a greater part of which, or 602 thousand, were payment cards and current account loans, while the number of loans for consumption totalled 157.8 thousand, but for the purchase, reconstruction or repair of housing, 143.3 thousand, i.e. 63.4%, 16.6% and 15.1%, respectively. 

Assuming that one loan has been granted to one household for the acquisition, reconstruction or repair of housing, approximately 15.9% of all households
 have received such loans in early 2007.

The average amount of a loan issued to a household continued growing and at the end of March was as follows: 26.7 thousand lats for the acquisition, reconstruction or repair of housing, 2.4 thousand lats for consumption, 299 lats – for payment cards (compared to 24.8 thousand lats, 2.9 thousand lats and 268 lats on 31 December 2006) (see Figure 6).

Figure 6

AVERAGE LOAN AMOUNT ISSUED TO A HOUSEHOLD 

(in thousands of lats)
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Loan portfolio broken down by type of currency 
In the reporting quarter, of total loans issued to residents, the share of loans issued both in lats and in US dollars continued decreasing, and at the end of March accounted for 22.6% and 3.1%, respectively (compared to 23.1% and 3.6% on 31 December 2006), while the share of loans issued in euros grew by 0.9 percentage points and on 31 March reached already 73.9% (see Figure 7). 

Figure 7

RESIDENTS’ LAON PORTFOLIO BROKEN DOWN BY CURRENCY

(as a percentage)
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In the loan portfolio of non-residents still prevailed euros - 49.8%, and US dollars - 46.1% (compared to 50% and 47% on 31 December 2006). 

Loan portfolio broken down by loan type 
During the reporting quarter, the amount of mortgage loans
 increased by 672.5 million lats, or 12%, and their share in total loans issued by the end of March reached 52.3% (compared to 51.8% on 31 December 2006). The proportion of commercial loans (for the increase of current assets of undertakings) and industrial loans (for the acquisition of fixed assets and financing of long-term investment projects) in the loan portfolio did not change significantly and on 31 March made up 22.5% and 12.6%, respectively (compared to 22.5% and 13.2% on 31 December 2006) (see Figure 8).

Figure 8

TYPES OF LOANS AND THEIR ANNUAL GROWTH RATE 

(31.03.2007; as a percentage)
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* Banking loan portfolio comprises loans issued to residents except of loans to central/local governments and transit loans
Term structure of loan portfolio 

In the 1st quarter of 2007, the share of long-term loans (more than 5 years) in banking loan portfolio accounted for 53.7% and medium-term loans (between one and five years), 33.7% 
(compared to 52.2% and 35.2% on 31 December 2006) (see Figure 9).

Figure 9

TERM STRUCTURE OF LOAN PORTFOLIO (as a percentage)
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Quality of loan portfolio
In the 1st quarter of 2007, classification of banking loan portfolio did not change and on 31 March, like in the previous quarter, the banks had assessed 99.4% of the loan portfolio as standard, 0.2%, as close-watch and 0.4%, as non-performing loans (see Figure 10). The amount of specific provisions for claims on non-banks at the end of March reached 61.4 million lats, exceeding the amount of non-performing loans by 22.8%.

 Figure 10

BANKS’ NON-PERFORMING LOANS

(against loan balance)
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The number of banks, which share of non-performing loans (NPL) in the total assets of the banking sector did not exceed 0.5%, grew in the reporting quarter. At the end of March, in 18 banks the proportion of NPL was below 1%, and the share of assets of these banks in total banking assets totalled 92.1% (see Table 1). The share of NPL of individual banks in the loan balance on 31 March 2007 ranged between 0% and 3.76%. 

Table 1
BREAKDOWN OF BANKS  BY PROPORTION OF THEIR NPL IN BALANCE OF LOANS 

	Proportion of non-performing loans to total loans 

(%)
	31.12.2006
	31.03.2007

	
	Number of banks 
	Banking market share

(% of total 

 banking assets)
	Number of banks 


	Banking market share

(% of total 

 banking assets)

	0-0.5
	11
	62.0
	13
	77.8

	0.6-1
	6
	29.6
	5
	14.3

	1.1-2
	5
	6.2
	3
	5.0

	2.1-4
	2
	2.2
	3
	2.9


At the end of the reporting quarter, the borrowers of 94.3% of total loans issued had delayed neither the repay of interest nor repay of principal loan, while repay of 4.6% of total loans was delayed up to 30 days (compared to 96.1% and 3.1% on 31 December 2006). 

Loan portfolio collateral 

At the end of 1st quarter of 2007, of total loans issued 70% were secured by mortgage
 (compared to 69.4% on 31 December 2006). A major part, or 81%, constituted first mortgage, incl.  55.3% were housing mortgages, 27% – commercial property mortgages, but 18.5%, land mortgages (compared to 79.7%, 54.2%, 27.1% and 18.7% on 31 December 2006). Of other types of loan collateral, most popular were commercial pledges, 9.8% (compared to 9.4% on 31 December 2006) (see Figure 11).

Figure 11

TYPES OF LOAN PORTFOLIO COLLATERAL 

(to loan balance)
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Though mortgages took a leading position among the types of loan collateral, also loan collateral types were of no less significance for certain economic sectors, for instance, a significant source for the loans granted to the state administration and security were suretyship, (55%), but for the loans to the manufacturing industry, fishery, trade, as well as quarry and mining industry – commercial pledges were a popular type of loan collateral, i.e. 37%, 33.5%, 29.8% and 29.4%, respectively (see Figure 12). 

A considerable part of loans to the state and local government enterprises which represent such sectors as electricity, water and gas supply as well as the state administration and security, were granted without any collateral, i.e. 59.6% and 33.7%.

Of loans granted to households, 90.5% were secured by mortgage, incl. first mortgage for housing as collateral, 76.5%, land as first mortgage, 9.7%, first mortgage for commercial property, 3.6%, but other types of mortgages, 10.2% (compared to 90.4%, 75.8%, 9.9%, 3.8% and 10.5% on 31 December 2006). Whereas the loans issued to households for the acquisition, reconstruction or repair of housing were secured by mortgage at 99.1%.

Figure 12

TYPES OF LOAN PORTFOLIO COLLATERAL BROKEN BY ECONOMIC SECTORS 

(31.03.2007; %)


[image: image12.wmf]0%

20%

40%

60%

80%

100%

Financial mediation

State administration and security

Electricity, gas and water supply

Transport, storage and communication

Manufacturing industry

Trade

Other public utility, social and individual services

Fishery

Health and social care

Quarry and mining industry

Education

Agriculture, hunting and forestry 

Real estate transactions, leasing and other commercial activities

Construction

Hotels and restaurants

Households

Mortgages

Debt securuties and shares

Commerical pledge

Suretyship

Deposit

Other collateral

No collateral


DEPOSITS

In the 1st quarter of 2007, the amount of deposits grew by 235.4 million lats, or 3%, and at the end of March rose to 7,992.8 million lats. 

In the reporting quarter, upon an increase in residents’ deposit growth rate over non-residents’ deposits by 3.9 percentage points, also their share in total deposits grew and at the end of March accounted for 61.3% (compared to 60.4% on 31 December 2006). The greater part of total residents’ deposits in the reporting year was constituted by household deposits, 57.5%, and private non-financial companies, 28% (compared to 56.3% and 31.2% on 31 December 2006) (see Table 13). 

Figure 13
SECTORAL BREAKDOWN OF DEPOSITORS (RESIDENTS)
(as a percentage)
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Of total deposits attracted from residents, 59% were deposits in lats, 30.5%, deposits in euros, 9.7%, US dollars (compared to 59.7%, 29.8% and 9.7% on 31 December 2006) (see Figure 14).

Figure 14
RESIDENT DEPOSITS BROKEN BY CURRENCY 

(as a percentage)
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Upon a decrease in the growth rate of non-resident deposits shrinking from 4.7% to 0.7% compared to the previous quarter, their share in total deposits fell accordingly and on 31 March 2007 accounted for 38.7% (compared to 39.6% on 31 December 2006).

At the end of the reporting quarter, deposits by private non-financial undertakings, as usual, retained the largest share of total non-resident deposits, 87% (compared to 88.3% on 31 December 2006). Of total deposits attracted from non-residents, the greater part or 71.6% were deposits in the US dollars (compared to 70.7% on 31 December 2006).

In the reporting quarter, demand deposits still prevailed in a total of deposits and their share made up 68.1% (compared to 68.3% on 31 December 2006). 

PERFORMANCE INDICATORS 

The banking sector overall ended the 1st quarter of 2007 with a profit of 88.8 million lats (after tax), except of one bank which ended the 1st quarter with losses, i.e. by 43.6% up from the 1st quarter of 2006 when profit accounted for 61.8 million lats. 

Profitability indicators (ROA and ROE)

In the reporting quarter, the profits earned by banks grew slightly slower than the volume of assets and capital and reserves, i.e. 0.7%, 9% and 4.5%, respectively, consequently, both the return on assets (ROA) and the return on equity (ROE) did not change significantly and by the end of March accounted for 2.14% and 28.47%, respectively (compared to 2.05% and 26.34% on 31 December 2006) (see Figure 15). On 31 March 2007, ROA for individual banks ranged from 2.6% to 5.3%, while ROE, between 5.4% and 78.6%.

Figure 15

PROFITABILITY INDICATORS 

(as a percentage)
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Income and expense structure

The lending growth rate in the reporting quarter had an impact also on the income and expense structures of banks. Banking income from interest on loans issued to non-MFI exceeded those of the previous quarter by 11.8%, and their share in total banking income on 31 March 2007 totalled 53.9% (compared to 50.9% on 31 December 2006). The second major source of income for banks still was income from fee and commission, though its volume in the reporting quarter fell by 7.3%, and its share in total income shrank to 14.4% (compared to 17.8% on 31 December 2006) (see Figure 16). 

Figure 16

INCOME STRUCTURE

(as a percentage)
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Interest expenses and administrative expenses are the major banking expense structure items. Their share in total expenses at the end of the 1st quarter of 2007 accounted for 49.4% and 31.5%, respectively (compared to 42.9% and 36% on 31 December 2006) (see Figure 17). 

Figure 17

EXPENSE STRUCTURE

(as a percentage)
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A major part of administrative expenses still was made up of other expenses
 (56.6%) and expenses for staff remuneration (40%) as compared to 54.5% and 41.4% on 31 December 2006. 

In the reporting quarter, upon an increase in the volume of liabilities of banks to MFI by 14.4%, also interest expenses on these attracted funds rose 21.2% and at the end of March constituted 51.6% of total interest expenses (compared to 46.6% on 31 December 2006). 

Upon a decrease in administrative expenses by 6.4% compared to the previous quarter, efficiency of banking activities slightly improved and proportion of banking expenses to income
 at the end of March totalled 43.2% (compared to 47.6% on 31 December 2006).

EXPOSURES TO BANKS 

Credit risk and market risks 

In the 1st quarter of 2007, total volume of bank’s capital adequacy requirement
 rose by 9.3% and at the end of March totalled 1,013 million lats. At the end of reporting period, of total capital adequacy requirement, 97.4% were capital requirements for credit risk in a bank’s portfolio, whereas a total of market risk capital requirements constituted only 2.6%.

As the total bank capital adequacy requirements grew slower than the bank equity capital in the reporting year, namely, 2.1 percentage points, total capital adequacy requirement ratio of the banking sector slightly grew at the end of March reaching 10.4% (see Figure 18). 

Figure 18

CAPITAL ADEQUACY RATIO

(as a percentage)
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In the reporting quarter, the number of banks with capital adequacy ratio between 8% and 10% has dropped (see Table 2). As for individual banks, their capital adequacy ratio on 31 March 2007 ranged between 8.6% and 33.9% (except one bank the ratio of which was 115.2%). 

Table 2
BANK GROUPS BROKEN DOWN BY CAPITAL ADEQUACY RATIO 

	Capital adequacy ratio

(%)
	31.12.2006
	31.03.2007

	
	Number of banks 
	Banking market share

(% of total

 banking assets)
	Number of banks 


	Banking market share

(% of total

 banking assets)

	8-10
	6
	69.0
	5
	51.1

	10.1-15
	7
	23.3
	9
	43.3

	15.1-20
	5
	7.0
	2
	3.0

	above 20
	3
	0.7
	5 
	2.6


Liquidity risk

Since the 1st quarter 2007, the growth rate of banking liquid assets
 (4.7%) was quite similar to the growth rate of current liabilities
 (4.9%), thus the liquidity ratio for the banking sector did not change essentially and at the end of March stood at 51% (compared to 51.1% on 31 December 2006) (credit institutions must maintain adequate liquid assets in sufficient amounts, but not less than 30% of total current liabilities) (see Figure 18). 

Figure 18

LIQUID ASSETS, CURRENT LIABILITIES AND LIQUIDITY RATIO FOR BANKS 
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At the end of the reporting period, the liquidity ratio for individual banks ranged between 33.1% and 138.5%.

CONSOLIDATION GROUPS

Banking consolidation groups
By the end of 2007, 15 banks registered in Latvia were managed by groups subject to consolidated supervision (JSC Aizkraukles banka, JSC Baltic Trust Bank, JSC DnB NORD Banka, JSC Hansabanka, JSC Latvijas Biznesa banka, State JSC Latvijas Hipotēku un zemes banka, JSC Multibanka, JSC NORVIK BANKA, JSC Parex banka, JSC PARITATE BANKA, JSC Rietumu Banka, JSC SEB Latvijas Unibanka, JSC Trasta komercbanka, JSC UniCredit Bank and JSC VEF banka), which had 63 subsidiaries in total, incl. 21 leasing companies, five investment brokerage firms, nine investment management companies, three banks, four pension funds, one insurance company, 10 auxiliary undertakings and 10 other financial institutions (see Table 3).

Figure 3
TYPES OF ACTIVITY OF SUBSIDIARIES INCLUDED IN BANKING CONSOLIDATION GROUPS 

	Type of subsidiary
	31.12.2006
	31.03.2007

	
	in total
	incl.. foreign
	in total
	incl. foreign.

	Leasing companies (LEC)
	20
	10
	21
	10

	Investment brokerage firms (IBF)
	5
	2
	5
	2

	Investment management companies (IMC)
	9
	-
	9
	-

	Banks (BNK)
	3
	3
	3
	3

	Pension funds (PFU)
	5
	-
	4
	-

	Insurance companies (ISC)
	1
	-
	1
	-

	Auxiliary undertakings (AUU)
	9
	3
	10
	3

	Other financial institutions (OFI)
	9
	6
	10
	7

	In total 
	61
	24
	63
	25


In the reporting period, investments by the Latvian banking groups were mostly made in subsidiaries registered in Latvia (36) and Russia (6), as well as subsidiaries registered in Estonia (5), Lithuania (3), Cyprus (3), Ukraine (3), Great Britain (1), Malta (1) and five other subsidiaries registered in non-European Union states (see Table 4).

Table 4

SUBSIDIARIES INCLUDED IN BANKING CONSOLIDATION GROUPS

	Banks and their subsidiaries 
	Type of company 
	Country

	JSC Aizkraukles banka
JSC AB.LV Asset Management
AB.LV Capital Markets

SIA Elizabetes 21a
	IMC

IBF

AUU
	Latvia

Latvia

Latvia

	JSC Baltic Trust Bank
IMC BTB Asset Management
JSC BALTIC TRUST BANK atklātais pensiju fonds
	IMC

PFU
	Latvia

Latvia

	JSC DnB NORD Banka
SIA DnB NORD Līzings
IMJSC DnB NORD Fondi
JSC DnB NORD Liising
	LEC

IMC 

LEC
	Latvia

Latvia

Estonia

	JSC Hansabanka

SIA Hansa Līzings
JSC investment management companies Hansa Fondi
JSC Hansa atklātais pensiju fonds
	LEC

IMC

PFU
	Latvia

Latvia

Latvia

	JSC Latvijas Biznesa banka
Eesti Krediidipank JSC

Krediidipanga Liisingu JSC

Martinoza JSC
	BNK

LEC

OFI
	Estonia

Estonia

Estonia

	State JSC Latvijas Hipotēku un zemes banka
SIA Hipolīzings
SIA Hipotēku bankas nekustamā īpašuma aģentūra
KS Mazo un vidējo komersantu atbalsta fonds
	LEC

AUU

OFI
	Latvia

Latvia

Latvia

	JSC Multibanka
JSC Multilīzings
	LEC
	Latvia

	JSC NORVIK BANKA
JSC NORVIK Ieguldījumu pārvaldes sabiedrība
NORVIK UNIVERSAL CREDIT ORGANISATION CJSC

NORVIK SICAV PLC

SIA NORVIK LĪZINGS
	IMC

OFI

OFI

LEC
	Latvia

Armenia

Malta

Latvia

	JSC Parex banka
Investment management JSC Parex Asset Management
Regalite Holdings Limited  

JSC Parex Bank 

SIA Parex Express Kredīts
JSC Parekss atklātais pensiju fonds
Parex Group Representation Limited
Parex Leasing &Factoring, OU 

JSC Parex Asset Management
SIA Aktīvu pārvaldīšanas kompānija un pensiju fondu administrators –Parex Asset Management Ukraina
Parex Global Opportunities Fund B.V.

SIA E&P Baltic Properties
Closed JSC Parex faktoringas ir Lizingas
Closed JSC Parex investiciju valdymas
AP Anlage & Privatbank AG
SIA Pareks Lizing and Faktoring
SIA Ekspress līzing
SIA Laska Lizing
SIA Pareks lizing
SIA Pareks lizing
SIA Extroleasing
Calenia Investments Limited

SIA Parex Līzings un faktorings
Closed JSC Financial Company Parex Capital Ukraine
JSC Parex
SIA Rīgas Pirmā Garāža
SIA Extrocredit
SIA Tower
	IMC

AUU

BNK

OFI

PFU

AUU

LEC

IBF

IBF

OFI

IMC

LEC

IBF

BNK

LEC

LEC

LEC

LEC

LEC

LEC

AUU

LEC

OFI

OFI

AUU

OFI

AUU
	Latvia

Cyprus

Lithuania

Latvia

Latvia

Great Britain

Estonia

Russia

Ukraine

Antilles

Latvia

Lithuania

Lithuania

Switzer

Azerbaijan

Russia

Ukraine

Russia

Belarus

Russia

Cyprus

Latvia

Ukraine

Latvia

Latvia

Russia

Latvia

	JSC PARITATE BANKA
SIA Paritāte Līzings
SIA DIGIPRO
	LEC

AUU
	Latvia

Latvia

	JSC Rietumu Banka
JSC RB securities IBS
RB Securities Limited 

IJSC RB Securities
JSC RB Asset Management IMC
	IBF

OFI

OFI

IMC
	Latvia

Cyprus

Russia

Latvia

	JSC SEB Latvijas Unibanka
JSC opened pension fund SEB Unipensija
Investment company SEB Unifondi
SIA Unilīzings
IJSC SEB Dzīvības apdrošināšana
SIA SEB Enskilda
	PFU

IMC

LEC

ISC

AUU
	Latvia

Latvia

Latvia

Latvia

Latvia

	JSC Trasta komercbanka
SIA TKB Līzings
SIA TKB nekustamie īpašumi
	LEC

AUU
	Latvia

Latvia

	JSC UniCredit Bank 

SIA UniCredit Leasing 
	LEC
	Latvia

	JSC VEF banka
SIA Veiksmes līzings
	LEC
	Latvia


Total assets of subsidiaries by the end of the reporting period accounted for 21.6% of total assets of their parent banks. Of total assets of subsidiaries, a major share constituted assets of leasing companies, 48%, investment management companies – 26.7% and banks, 13.8%. 

On 31 March 2007, the average capital adequacy ratio calculated based on consolidated financial statements of banking groups was 18.8% (compared to 15.6% on 31 December 2006). 
Financial holding companies included in consolidation groups 

In the reporting quarter, the JSC Akciju komercbanka Baltikums, the responsible bank of a financial holding group, was also subject to consolidated supervision. The said financial holding group comprises the JSC Baltikums Bankas Grupa, a financial holding company registered in the Republic of Latvia, and its three Latvia-registered financial subsidiaries: JSC Akciju komercbanka Baltikums (BNK), IPAS Baltikums Asset Management (IMC) and SIA Baltikums Līzings (LEC).
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� HVB Bank Latvia JSC changed its name to JSC UniCredit Bank as from February 2007.


� Monetary financial institutions (MFI) – credit institutions and monetary market funds.


� According to data on the number of households from the Central Statistical Bureau on 01.01.2007 – 899.4 thousand (www.csb.lv).


� Mortgage loans – long-term loans issued to clients against mortgage for the acquisition, construction or reconstruction of real estate (housing and buildings for business activities).


� Mortgage is a pledge of real estate property registered with the Land Register, retaining a mortgager’s property rights under restrictions set by a pledge holder. In case of a mortgager’s default, the pledged property goes on sale.


� ROA – the annualized ratio of the profit/loss in the reporting period to assets (average).


  ROE – the annualized ratio of the profit/loss in the reporting period to capital and reserves (average).





� Other administrative expenses must include expenses on insurance premiums, business trips, telecommunication and information, computer services, etc.


� Proportion of expenses to income = (administrative expenses + depreciation of cost of intangible assets and fixed assets)/net interest income + interest from dividends + net commission fee + profit /loss of financial instruments transactions + result of financial instruments adjustments + other ordinary income – other common expenses + adjustment for decrease in the value of financial assets due for sale.


� The capital adequacy requirement reflects the bank’s capital required for hedging against credit risk and market risks.


� Liquid assets = vault cash + claims on central banks and other credit institutions + fixed-income debt securities of central governments.


� Current liabilities – claim liabilities and liabilities with a residual maturity of not more than 30 days.
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				Mortgages		Debt securuties and shares		Commerical pledge		Suretyship		Deposit		Other collateral		No collateral

		Financial mediation		15,465		16415		175416		64352		400		569351		153178		0.015549324				994,577

		State administration and security		247		0		70		1642		16		6		1006		0.0826916639				2,987

		Electricity, gas and water supply		37,458		6543		13156		5709		1798		397		95898		0.2327176486				160,959

		Transport, storage and communication		93,427		1556		78638		14012		1531		63112		23861		0.3383356812				276,137

		Manufacturing industry		408,932		3120		291805		46663		1467		20340		15562		0.5190223496				787,889

		Trade		404,214		1937		217761		40442		2292		43886		19980		0.5533297194				730,512

		Other public utility, social and individual services		84,915		2479		15031		3463		1113		24428		7247		0.6123265742				138,676

		Fishery		10,945		0		5928		33		32		561		216		0.6178379904				17,715

		Health and social care		7,425		0		3025		1128		0		89		39		0.6342901076				11,706

		Quarry and mining industry		4,359		0		1938		21		0		8		258		0.6620595383				6,584

		Education		3,606		1078		127		8		0		45		44		0.7347188264				4,908

		Agriculture, hunting and forestry		202,331		529		44696		14377		110		2173		3398		0.7560553633				267,614

		Real estate transactions, leasing and other commercial activities		1,548,596		9910		83771		31623		32657		60467		26572		0.8634029068				1,793,596

		Construction		521,596		60		23280		15766		11		9522		15701		0.8901927856				585,936

		Hotels and restaurants		118,243		0		4565		124		114		6618		1115		0.9041436316				130,779

		Households		4,381,053		43080		29556		64894		9982		139703		172983		0.9049423383				4,841,251

				7842812		86707		988763		304257		51523		940706		537058		9.3216164491				10,751,826
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				31.03.2006.		30.06.2006.		30.09.2006.		31.12.2006.		31.03.2007.

		Central and local governments		211		290		227		183		217

		Financial institutions		87		98		123		133		183

		Public non-financial undertakings		153		177		166		215		255

		Private non-financial undertakings		1,139		1,138		1,212		1,461		1,372

		Households		1,983		2,214		2,426		2,638		2,817

		Other		53		48		49		58		59

				3,626		3,965		4,203		4,688		4,903
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				31.03.2005.		30.06.2005.		30.09.2005.		31.12.2005.		31.03.2006.

		Pirmā mājokļu hipotēka		907.419		1320.945		1552.04		1849.327		2118.594

		Pirmā komercīpašumu hipotēka		382.017		656.656		684.994		888.149		988.974

		Pirmā hipotēka - zemes gabali		111.551		266.052		370.638		602.711		607.188

		Citas hipotēkas		874.97		860.565		972.163		1063.724		1125.549

		Parāda vērtspapīri un akcijas		119.314		147.165		127.544		133.405		115.526

		Komercķīla		470.684		661.562		651.208		780.276		1015.7

		Galvojumi un garantijas		472.473		508.297		564.104		655.752		746.713

		Noguldījums		51.982		54.441		59.677		54.831		58.384

		Cita veida nodrošinājums		405.054		418.992		432.938		455.107		343.859

		Bez nodrošinājuma		1081.278		608.62		724.331		475.194		538.419

				31.03.2006.		30.06.2006.		30.09.2006.		31.12.2006.		31.03.2007.

		First mortgage		3,715		4,333		4,992		6,022		6,815

		Other mortgages		1,126		1,243		1,575		1,530		1,602

		Debt securities and shares		116		142		145		147		167

		Commercial pledges		1,016		845		936		1,027		1,175

		Suretyship		747		694		356		411		411

		Deposit		58		64		84		87		64

		Other type of collateral		344		455		950		1,004		1,071

		No collateral		538		711		544		651		742
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				31.03.2006.		30.06.2006.		30.09.2006.		31.12.2006.		31.03.2007.

		Cash and claims on the Bank of Latvia		730		989		1,104		1,383		1,300

		Claims on MFI		1,713		1,937		1,964		2,052		2,259

		Securities		1,194		1,225		1,281		1,213		1,333

		Loans		7,659		8,485		9,578		10,873		12,037

		Other assets		336		377		385		386		408

		Total assets		11,632		13,013		14,312		15,907		17,337
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				31.03.2006.		30.06.2006.		30.09.2006.		31.12.2006.		31.03.2007.

		Financial institutions		792,025		692,735		752,956		851		972

		Private non-financial undertakings		3,137,112		3,526,225		3,913,978		4,453		4,816

		Households		2,737,610		3,168,147		3,730,140		4,279		4,834

		Other		223,340		221,665		229,192		208		213

				6,890,087		7,608,772		8,626,266		9,791		10,835
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				Commercial loan		Industrial loan		Reverse repo transactions		Financial leasing		Credit card loan		Consumer loan		Mortgage loan		Factoring		Other loans
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				31.03.2006.		30.06.2006.		30.09.2006.		31.12.2006.		31.03.2007.

		Liabilities to MFI and Bank of Latvia		3,676		4,315		5,101		5,939		6,837

		Deposits		6,404		6,835		7,135		7,757		7,993

		Capital and reserves		893		1,009		1,112		1,209		1,276

		Other liabilities		658		855		963		1,002		1,231

		Total liabilities		11,632		13,013		14,312		15,907

				11,632		13,013		14,312		15,907		17,337
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				31.03.2006.		30.06.2006.		30.09.2006.		31.12.2006.		31.03.2007.

		Loans for acquisition, reconstruction and repair of housing		18.5		20.1		22.3		24.8		26.7
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				3/31/06		6/30/06		9/30/06		12/31/06		3/31/07

		Assets		11,632		13,013		14,312		15,907		17,337

		Loans		7,659		8,485		9,578		10,873		12,037

		Deposits		6,404		6,835		7,135		7,757		7,993
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				31.03.2006.		30.06.2006.		30.09.2006.		31.12.2006.		31.03.2007.

		Demand loans		3		3		3		3		3

		Short-term loans		12		11		10		10		10

		Medium-term loans		35		36		35		35		34

		Long-term loans		49		50		51		52		54
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				31.03.2006.		30.06.2006.		30.09.2006.		31.12.2006.		31.03.2007.

		LVL		29.1		27.2		25.5		23.1		22.6

		USD		8.1		6.0		4.6		3.6		3.1

		EUR		62.7		66.7		69.8		73.0		73.9






