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Social and demopraphie indicators
Area
Population
Urban
Rate of population. growth
Life expectancy at birth
Male
Female
Infant mortality rate {per 1,000 births)
Haspital beds (per 10,000 inhabitants)
Physicians (per 10,000 inhabitants)

Shares of GDP at current prices {excl. subsidies and indirect laxes)

Agriculture, hunting and forestry
Fishing

Mining and quarrying
Manufacturing

Electrieity, gas, and water
Construction

Services

GDP
Mominal GDP (in millions of lats)
Nominal GDP (in milliens of USE)
GDP per capita (in US$)
Real GD? (percentage change}
Unemployment rate (1LO, end of period)
Unemployment rate {end of peried)

Consumer prices (percentage change,
end-period}

General government finances 1/

Total revenus

{in pereent of GDF)
Total expenditure

{in percent of GDI')
Financial halanee

(in percent of GDP)
Net lending

(in percent of GDP)
Fiscal bulance

{in pereent of GDP)

Money and ceedit (end-period)
Net foreign assels
Broad money
Domestic credit
Velocity (level)

Balance of payments
Tatal cxports (GINFS)
Tatal imports (GNFS)
Curreni account balance
{in pereent of GDIP)
Official reserves (in months of imports
of goods ard nonfactor services)

Exchange rate, lats per USS, period average

3.

Latvia: Basic Data

54,589 sq. km.
2.4 million
68.0 perceni
-0.8 percent per year

652 years
76.6 years
110
B2.0
3390
1997 1998 1999 2000 2001 2002
54 4.1 4.0 4.5 145 4.4
0.2 0.3 0.4 0.4 03 02
02 0.2 0.1 0.1 C.i 01
223 17.4 15.3 14.6 4.9 1438
5.0 5.3 45 19 LN 36
4.8 6.8 7.1 6.7 6.1 6.1
62.1 65.4 68.6 69.8 70.3 70.6
3,269 3,592 3,890 4348 4813 51935
5,627 6,088 6649 T,175 7661 8412
2313 2526 2,781 3,024 32[8 3,586
84 4.8 2.8 6.8 7.9 .1
14.4 13.7 14.5 14.5 12.8 116
7.0 9.2 9.1 7.8 17 7.6
7.0 238 32 1.8 32 1.4

{In millions of lats, unless otherwise indicaced)

1,352
413
1,332
40,7

619
B71
479

4.1

1,529
42.6
1,554
43.2
=25
0.7
3

0.1
-27
-08

415
923
547

4.0

1,561
40.1
1,707
439
-14p
33
7

0.2
-153
39

364
997
745
42

1,623
173
1,764
40.6
-i41
-3.2
0

0.0
-140
-1.2

538
1.275
1,62

38

1,697 1875
353 361
1,804 2,03t
375 39
-108 -154
23 3.0
3 15
01 03
-105  -139
22 27
334 353

1,540 1,863
1,447 2,023
34 kB!

{In millions of U.§. doilars, unless otherwise indicated

2,929
-3,348
-287
6.1

2.5
0.581

3,174
3,947
=595
-10.6

2.9
0.590

2,914
3,605
654
87

29
0.585

3
-3,886
=493
-6.9

16
0.607

3,403 3,908
-4,255  -4,853

-735 -659
9.6 7.8
3.0 29
06238 0618

Sources: Latvian authoritics and Fund staff estimates.

1/ Privatization receipts treated as financing; through 1999, the presentation varies from that of the State Treasury. In
addition, expenditures in this table have been adjusted to refleet spending of privatization receipts outside the budget.



Table 1. Latvia: Savings-Investment Balance, 1996-2001
(In percent of GDP)

1996 1997 1998 1999 2000 2001

Foreign savings 1/ 5.5 6.1 10.6 9.7 6.9 9.6
Cross national savings 13.1 16.5 17.1 17.2 201 2038
Govermment 2/ 0.1 2.4 3.2 04 0.7 1.5
Nongovernment 13.0 14.2 13.8 16.7 19.4 19.3
Gross domestic investment 18.6 226 277 26.9 270 04
Government 3/ 1.9 2.1 4.0 44 4.0 37
Nongovernment 16.6 206 237 22.5 230 267
Fixed capital formation 16.4 16.7 233 20.8 22.5 235
Change in inventories 0.3 3.9 04 1.7 0.5 3.2

Memorandum item:

Govemnment savings-investment balance {fiscal balance) 2/ -1.8 03 -0.8 -3.9 -3.2 -2.2
Nongovernment savings-investinent balance -7 6.4 -9.8 -5.8 -3.7 7.4
Nominal GDP (in millions of lats) 2,807 3,269 3,592 3,860 4,348 4,759
Real GDP growth rate a7 84 48 2.8 6.3 7.9
Inflation {annual average rate) 17.6 84 4.7 24 2.6 2.5

Sources: Latvian authorities and Fund staff estimates.

1/ External current account deficit.
2/ Government revenues do not inciude privatization receipts.
3/ Including net lending.



Table 2. Latvia: Gross Domestic Product by Sector of Economic Activity at Current Prices, 1996-2002
(In thousands of current lats)

1996 1997 1998 1999 2000 2001 2002
Agriculture and hunting 169,081 126,332 91,240 82,436 108,544 126,184 133,250
Forestry, logging and related services 22,996 27,489 37,068 52,084 62,751 66,219 72,179
Fishing 8,189 6,466 8,614 12,319 15,121 13,268 11,209
Mining and quarrying 3,978 4,869 5,123 4,989 5,158 6,007 6,942
Manufacturing 516,196 634,793 554,230 521,356 560,878 633,644 686,059
Electricity, gas and water supply 130,880 141,839 164,576 151,459 147,692 159,713 167,199
Construction 116,519 136,710 212,200 242,712 258,042 259,895 283,131
Services 1,479,129 1,770,333 2025446 2336,078 2,675,490 3,000,539 3,261,246
‘Wholesale and retail trade; repair services 378,979 459,824 521,060 600,652 688,493 790,396 920,471
Hotels and restaurants 27,322 36,213 38,619 43,098 47 088 54,803 56,264
Transport, storage and communications 419,816 480,176 315,544 522,046 590,881 661,325 672,567
Financizal intermediation 139,983 137,153 110,403 169,970 206,101 204,582 211,252
Real estate, renting and related 81,518 144,364 237.954 320,017 397,567 478,807 513,329
Public administration and defense 126,125 166,215 201,188 234,971 253,923 278,972 303,667
Education 127,883 139,199 169,802 183,347 206,472 223,175 249,045
Health and social work 86,117 97,093 110,210 116,209 119,617 179,643 136,729
Other community, social and personal services 91,386 110,096 120,666 145,068 165,348 178,836 197,922
Taxes ou products less subsidies on products 60,316 420,667 493,660 486,225 514,664 547,127 573,442
Gross domestic product 2,807,284 3,269,498 3,592,157 3,889,658 4348340 4,812,596 5,194,657

Source: Central Statistical Bureau of Latvia.



Table 3. Latvia: Gross Domestic Product by Sector of Economic Activity at Current Prices, 1996-2002

(In percent of GDP)
1996 1997 1998 1999 2000 2001 2002
Agriculture and hunting 6.0 3.9 2.6 2.1 25 25 2.6
Forestry, logging and related services 0.8 6.8 1.0 1.4 1.4 14 1.4
Fishing 03 0.2 0.2 0.3 0.4 0.3 02
Mining and quarrying 0.1 0.1 0.1 0.1 0.1 0.1 01
Manufacturing 18.4 194 154 13.4 12.9 13.1 13.2
Eleciricity, gas and water supply 47 4.3 46 39 34 33 32
Construction 4.1 4.2 59 62 5.9 5.5 55
Services 52.7 543 56.5 60.1 61.6 62.4 62.8
Wholesale and relail trade; repair services 13.5 14.1 14.5 15.5 15.8 16.6 17.7
Hotels and restaurants 1.0 1.1 1.1 1.1 1.1 1.1 1.1
Transport, storage and communications 15.0 i4.7 14.4 13.4 13.6 13.6 12.9
Financial intermediation 5.0 4.2 3.1 4.4 4.9 4.1 4.1
Real estate, renting and related 2.9 14 6.6 82 92 10.1 9.9
Public administration and defense 4.5 3.1 5.6 6.1 38 5.7 58
Education 4.5 43 47 4.7 4.8 47 4.8
Health and social work 3.1 3.0 3.1 1.0 2.8 2.7 2.6
Other community, social and personal services 3.2 34 3.4 37 3.8 18 38
Taxcs on products less subsidies on producis 13.0 13.2 142 13.1 12.3 11.8 11.0
Gross domestic product 160 100 100 100 100 100 100

Source: Central Siatistical Burean of Latvia.



Table 4. Latvia: Gross Domestic Product by Sector of Economic Activity at Constant Prices, 1996-2002

(In thousands of 2000 lats)
1996 1997 1998 1999 2000 2001 2002
Agriculture and hunting 121,521 126,137 116,173 103,859 108,544 116,129 120,900
Forestry, logging and related scrvices 31,943 42,145 46,250 49,573 62,751 69,155 72,166
Fishing . 14,991 11,289 10,944 14,000 15,121 12,963 11,252
Mining and quanying 3,700 4,019 4,347 4,778 5,158 6,015 6,484
Manufacturing 458,234 536,607 558,043 525,133 560,878 618,088 662,337
Electricity, gas and water supply 160,673 159,547 162,324 153,805 147,692 158,407 165,736
Construction 174,273 188,603 220,663 238,502 258,042 273,767 303,333
Services 2,084816 2244440 2358,669 2,498,454 2,675,490 2,896,571 3,067,581
Wholcsale and retail trade; repair services 417,631 475,682 570,256 629,409 688,493 761,421 858,363
Hotels and restaurants 38,023 38,360 40,737 43,972 47,088 33,536 53,465
Transport, storage and communications 527816 566,879 551,042 552,277 590,881 647,299 663,139
Financial intermediation 173,765 180,718 179,266 188,413 206,101 221,110 232,399
Real estate, renting and related 252257 275711 297,810 350,729 397567 452,862 478,598
Public administration and defense 234912 248,774 250,805 254,234 253,923 260,724 269,936
Education 197,727 199,711 204,905 205,350 206472 209,023 211,769
Health and social work _ 120,974 123,374 120,291 119,167 119,617 119,507 121,008
Other community, social and personal services 121,711 135,222 143,557 154,903 165,348 171,089 178,904
Taxes on products less subsidies on products 451,163 480,490 497309 503,431 535,808 542,266 568,304
Gross domestic product 3,485,728 3,777,708 3,957,451 4,069,798 4,348,340 4,693,365 4,978,003

Source: Central Statistical Burcau of Latvia.



Table 5. Latvia: Gross Domestic Product by Scctor of Economic Activity at Constant Prices, 1996-2002

(Percentage growth)
1996 1097 1998 1999 2000 2001 2002
Agriculture and hunting -8.6 3.8 -19 -10.6 45 7.0 4.1
Forestry, logging and related services -1.8 319 9.7 7.2 26.6 10.2 44
Fishing -5.7 -24.7 31 279 8.0 -14.3 -13.2
Mining and quarrying 24 8.6 8.2 9.9 8.0 16.7 7.7
Manufacturing 41 17.1 4.0 -5.9 6.8 10.2 7.2
Electricity, gas and water supply -1.9 -0.7 1.7 <52 -4.0 7.3 4.6
Construction 53 8.2 17.0 8.1 8.2 5.1 10.8
Services 4.8 7.7 5.1 5.9 7.1 8.3 5.9
Wholesale and retail trade; repair services 0.8 13.9 19.9 10.4 9.4 10.6 12.7
Hotels and restaurants 54 0.5 6.2 7.9 7.1 13.7 -0.1
Transport, storage and communications 13.6 74 -2.8 0.2 7.0 9.5 24
Financigl intermediation -8.0 40 -0.8 5.1 G.4 73 5.1
Real estate, renting and related 6.8 9.3 B.O 17.8 13.4 139 5.7
Public administration and defense 6.8 59 0.8 1.4 -0.1 27 35
Eduecation 2.1 1.0 2.6 0.2 0.5 1.2 1.3
Health and social work -4.9 2.0 -25 -0.9 0.4 -0.1 1.3
Other community, social and personal services 11.7 R 181 6.2 7.9 6.7 35 4.6
Taxes on prodocts less subsidies on products 39 6.5 3.5 1.2 6.4 1.2 4.8
Gross domestic product 3.7 B.4 4.8 2.8 0.8 7.9 6.1

Source: Central Statistical Bureau of Latvia.



Table 6. Latvia: Gross Domestic Product by Expenditure at Current Prices, 1996-2001

1996 1997 1998 1993 2000 20 v
(In thousands of lats)
Final consumption 2,515,226 2,807,319 3,084,103 3,245 719 3,550,539 3,854,789
Households and of non-profit
institutions serving households (NPISH) 1,802,924 2,181,073 2,316,028 2,445,511 2,693 487 2,963,585
General government 612,302 626,246 768,075 800,208 857,052 891,204
Gross capital formation 520,791 740,351 093,454 1,045,690 1,173,988 1,447,391
Gross fixed capital formation 512,774 613,670 979,450 930,010 1,151,517 1,297,466
Changes in inventories 8,017 126,681 14,004 65,680 22,471 149,925
Exports of goods and services 1,440,078 1,669,117 1.841,352 1,708,074 1,983,835 2,132,434
Imports of goods and services -1,668,811  -1,947289  -2326,752 -2,109,823 -2,360,022  -2,675,967
GDP at purchasers' prices 2,807,284 3,269,498 3,592,157 3,880.658 4,348.340 4,758,647
(In percent of GDF)
Final consumption 89.6 85.9 859 83.4 81.7 31.0
Households and of non-profit
institutions serving households (NPISH) 67.8 6.7 64.3 62.9 61,9 623
General government 21.8 19.2 21.4 20.6 19.7 18.7
Gross capital formation 18.6 22.6 277 269 270 304
Gross fixed capital formation 18.3 18.8 273 252 6.5 273
Changes in inventories 0.3 9 0.4 17 0.5 3.2
Exports of goods and services 51.3 51.1 51.3 43.9 456 44 8
Imports of goods and services -59.4 -59.6 -64.8 -54.2 -54.3 -56.2
GDP at purchasers' prices 100 100 100 100 100 1Q0

Source: Central Statistical Bureau of Latvia.

1/ Revised expenditure-side GDP data not yet available,



-10-

Table 7. Latvia: Gross Domestic Product by Expenditure at Constant Prices, 1996-2001

199a 1887 1998 1999 2000 2001 1/
(In thousands of 2000 lats)
Final consumption 3,009,902 3,214,660 3,201,184 3,381,754 3,550,539 3,704,745
Households and of non-profit
institutions serving households (NPISH) 2,278,143 23%90,703 2,417,258 2,507,905 2,693.487 2,883,344
General government 821,759 823,957 873,926 873,849 857,052 219,401
Gross capital forration 658,737 753,465 1,148,105 1,167,342 1,173,977 1,512,979
Gross fixed capital formation 575,253 694,493 999,989 959,866 1,151,517 1,347,396
Changes in inventories 83,484 58,967 148,116 207,47 22,460 145,995
Exporls of goods and services 1,594,676 1,803,978 1,891,554 1,771,215 1,983,846 2,121,109
TImports of goods and services 1,867,587 1,994,395 2373392 2,250,513 2,360,022 2,656,391
GDP at purchasers' prices 3,485,728 3,777,708 3,957,451 4,069,798 4348340 4,682,442
(Percentage growth)
Final consumption 37 2.4 28 5.0 43
Households and of non-profit
institutions serving households (NPISH) 49 1.1 3.7 7.4 7.1
General povernment 03 6.1 0.0 -1.9 4.4
Gross capital formation 14.4 324 1.7 0.6 28.9
Gross fixed capital formation 207 440 -4.0 200 17.0
Changes in inventories -29.4 151.2 40.1 -89.2 530.0
Exports of poods and services 131 4.9 6.4 12.0 6.9
Imports of goods and services 6.8 190 -3.2 4.5 126
GDP at purchasers' prices 8.4 48 2.8 6.8 7.7

Source: Central Statistical Bureau of Latvia.

1/ Revised expenditure-side GDP data not yet available.
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Table 8. Latvia: Energy Balance Overview, 1996-2001

1996 1997 1998 1999 2000 2001
{Thousand tonnes of oil equivalent)
Energy resources, total 4,735 4,629 4466 4,127 3,799 4,529
Production of primary energy 1,471 1,670 1,781 1,495 1,252 1,719
Imports 3785 3,096 3,247 2,838 2,704 2934
Exports -275 -301  -505 -480 -231 262
Bunkering . -196
Stock changes -249 175 -69 126 B6 251
Statistical differences 3 -11 12 148 -12 83
Consumed for the conversion to another type of energy 1,597 1,624 1,508 1,304 1,232 1312
Production of clectricity and thermal energy 1,421 1,245 1,151 981 874 935
Self-consumption 172 153 132 118 147 125
Losses 316 326 308 283 251 247
For non-energy use 77 49
Gross consumption 4,070 3,772 3,592 3,334 3,043 3,780
{In percent)

Gross import as share of:
Energy resources, total 799 669 727 688 712 648
Gross consumption 930 821 904 B46 BBO V76

Net import as share of:

Energy resources, total 857 734 B840 804 773 706
Gross consumption 862 741 763 703 813 707

Source: Central Statistical Bureau of Latvia.
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Table 9, Latvia: Energy Balance in 2001
(Tonnes oil equivalent)

Total Coal Qil products Natural gas  Solid fuel 1/  Electricity 2/ Thermal energy
Energy resources, total 4,529 86 1,324 1,397 1,316 406 0
Production of primary encrgy 1,719 0 1 0 1,474 244 0
Imparts 2934 59 1,443 1,206 25 201 Q
Expotts -262 0 -1 0 =222 -39 ¢
Bunkering -196 0 -196 0 0 0 0
Stock changes 251 27 -18 203 39 0 0
Statistical differences 43 0 95 -12 j¢] 4 o
Production of electricity and thermal energy 935 0 0 0 [} 124 B11
Transformation 1,312 12 110 929 261 0 0
Self-consumption 125 1 it 23 7 51 33
Losses 247 0 1 13 0 85 148
Gross final consumption 3,780 74 1,202 432 1,047 394 630
Of which :
Industry 713 5 10 280 185 126 14
Transport 915 0 898 3 0 15 0
Air 27 0 27 0 0 0 0
Road and urhan electrical 795 v} 786 3 Q ki 0
Rail 71 0 68 0 0 3 0
Water 17 0 17 0 0 0
Pipeline 5 0 0 4] 0 5 0
Agriculiuze, forestry, hunting, fishing 99 2 50 16 17 i3 {
Construction 59 1 45 2 4 1 !
Households 1.476 32 60 80 729 107 469
Other consumers 519 35 47 53 112 127 145

Source: Statistical Yearbook of Latvia.

1/ Including oil shale.

2/ Production is electricity produced by using hydro and wind power.



Table 10. Latvia: Labor Market Indicators, 1996-2002

(In thousands, unless specified otherwise)

1096 1997 1998 1999 2000 2001 2002
Dec. Dec. Dec. Deec. Dec. Mar. Jun. Sep. Dec. Mar. Jun. Sep. Dec.
Jobseekers 1/ 2142 1672 156.1 1633 1600 .. 1476 w. 1418 151.0 152.0 1226 1314
Of which :
Women 980 815 758 T8 722 . 642 .. 613 69.5 674
Long term unemployed 2/ 12720 935 823 867 906 . 813 . 135 751 654 559 639
Benefit recipients 3/ 322 262 375 445 3638 377 381 381 3717 398 429 426
Memorandum items:
Hidden unemployment 4/ 5/ 6.6 2.1 108 118 9.8 9.0 34 9.6 7.8 87 7.4 8.6
Total employment 1/ 6/ 954.1 9935 G858 9652 9403 . 9623 .. 9619 9493 987.6 10084 997.2
Unemployment rate (110 definition) 1/ 6/
(In percent of labor force) i83 144 137 145 146 - 133 . 128 137 133 108 116
Registered unemployment rate 7/
(In percent of labor force) 7.2 7.6 9.2 9.1 7.8 41 7.8 7.6 7.7 8.2 79 7.8 7.6

Sources: Central Statistical Bureau of Latvia and State Social Insurance Agency.

1/ Results of Labour Force Survey. November of 1996 to 2600, May and November of 2001. As of 2002, Labor Force Surveys are conducted on & quarterly basis.
1996 to 2001; persons aged 15 years and over; 2002: aged 15 to 74 years.

2/ Since November 2060, persons unemployed for twetve months or more {previous years: thirteen months or more).

3/ Average quarterly number of recipients.

4/ Defined as the equivalent number of full-time workers of working time that is reported lost due to enforced reduced hours and unpaid leave.

5/ Beginning of yeur data; since 1998, quarterly average,

6/ Defined as the share of jobseekers in the labor force.

7/ Defined as the share of unemployed persons registered with the State Employment Board in the labor force, end of the period,

_EI_



-14 -

Table 11. Latvia: Labor Force Survey Results, 1996-2002

1994 1997 1998 199% 2000 2001 2002
Nov. Nov. Nov. Nov. Nov. Nov. Jun.
Economically active population
(in thousands) 1168.3 1160.7 1142.0 11285 1160.2 11037 1136.7
As percent of population 1/ 59.5 59.3 58.5 57.8 56.3 56.5 62.7
Employed (in thousands} 954.1 993.5 9858 965.2 940.3 B61.9 987.6
Of which: :
On involuntary unpaid leave 386 29 1.9 1.4 1.2 0.6
Involuntary paid lecave 0.4 04 0.2 0.2 G.1 0.2
Tnvoluntary part time work 7.0 817 79.5 737 6l.6 54.0 524
Jobseckers (in thousands) 2142 1672 156.1 163.3 160.0 141.8 152
As pereent of economically active i8.3 14.4 13.7 14.5 14.5 12.8 13.3
Unemployment rate (in percent) 18.3 14.4 13.7 14.5 14.5 12.8 13.3
City 213 17.7 16.4 16.1 16.0 13.9 141
Countryside 10.7 6.9 1.5 10.7 10.9 10.5 11.6
Male 18.9 14.3 13.4 15.5 15.6 14.1 14.4
Fernale 177 14.5 13.9 13.3 13.4 11.5 12.2
15-24 years 29.2 248 24.6 24.6 234 20.8 253
30-69 years 16.4 12.3 10.6 10.8 11.9 11 9.6
Higher education 9.1 7.5 59 7.4 55 53 7
Basic cducation 25.7 18.1 16.9 21.2 22.1 17.9 21.9
Without formal education 2/ 35.2 86 335 41.6
Economically inactive population
(in thousands} 795.3 795.2 809.2 8227 853.4 850.8 678.2
Of which:
Discouraged 3/ 38.1 49.7 50.2 45.5 50.5 37.6 43.7
Memarandum items:
Characteristics of jobseekers
Percent under 24 years 19.5 198 20.0 17.8 15.9 16.3 19.6
Percent over 60 years 5.3 33 23 33 16 1.5 4.1
Percent male 542 513 51.4 56.1 54.8 56.8 55.7
Percent urban 833 85.6 8315 78.3 78.4 754 747

Source; Central Statistical Bureau of Latvia.

1/ Inu 1995: age 15 to 69; 1996 to 2001: age 15 and older; 2002: age 15 ta 74. Results of Labour Force Survey. Data revised
according to results of Population Census 2000.

2/ Data based on small numbers of responses.

3/ Unemployed who have given up seeking a job, and are therefore not counted as jobseekers.



Table 12. Latvia: Average Employment by Sector of Economic Activity, 1996-2001 1/

(In thousands)
1996 1997 1998 1999 2000 2001

Total employment 949 590 986 968 941 962
Public sector 382 357 331 311 297 292
Private sector 567 634 655 658 644 670
Apgriculture, hunting and forestry 159 208 183 156 134 143
Apriculture and hunting 139 187 164 137 115 120
Forestry and logging 20 21 19 19 19 23
Fishing 5 5 5 4 2 2
Industry 206 2035 208 193 193 136
Mining and quarrying 2 1 1 1 2 1
Manufachring 183 183 183 170 170 166
Energy and water 21 21 24 22 21 19
Construction 51 51 54 38 56 68
Services 526 518 535 555 553 561
Wholesale and retail frade 117 132 145 142 145 151
Hotels and restaurants 16 16 18 21 22 2
Transport and communications 84 82 79 82 79 78
Financial intermediation 14 11 12 12 12 14
Real estate 32 26 34 41 45 41
Public administration and defense 60 58 67 74 [} 68
Education 95 92 g4 &7 87 B3
Health and social work 58 53 52 32 48 50
Other community services 50 48 44 44 44 49

Memorandum ilems: (Percentage chanye)
Total employment 5.2 43 0.4 -1.8 -2.8 2.2
Public sector -9.5 -6.5 -7.3 -6.0 -4.5 -17
Private sector -9.1 11.8 i3 0.5 -2.1 40

Source: Central Statistical Bureau of Latvia.

1/ 1996 to 2001 tesults of Labour Force Survey. The breakdown of employed population by sector is estimated

on the basis of the results of the Labour Force Survey and enterprise survey data.

_g'[_



Table 13. Latvia: Share of Employment by Industry, 1996-2001
(In percent of total employment)

1996 1997 1998 1999 2000 200t

Tota} 100.0 100.0 100,0 106.0  100.0 100.0
Agriculture 16.8 21.0 18.6 16.1 142 14.9
Indostry 21.7 207 2.1 199 20,3 193
Mining and quarrying 0.2 0.1 0.1 0.1 0.2 0.1
Manvfacturing 19.3 18.5 186 17.6 18.1 17.3
Energy and water 22 2.1 24 23 22 20
Construction 54 52 55 6.0 6.0 7.1
Services 554 323 543 573 58.8 58.3
‘Wholesale and retail trade 12.3 133 147 147 15.4 15.7
Hotels and restaurants 1.7 1.6 1.8 22 23 23
Transport and communications 8.9 8.3 8.0 8.5 8.4 8.1
Financial intermediation 1.5 1.1 1.2 12 1.3 15
Real estate 34 2.6 34 4.2 48 43
Public administration and defense 6.3 39 6.8 7.6 7.5 7.1
Education 10.0 9.3 8.5 9.0 0.2 g.1
Health and social work 6.1 54 53 54 5.1 5.2
Other community services 53 4.8 453 4.5 4.7 5.1

Source; Central Statistical Bureau of Latvia.

-9[-
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Table 14. Latvia: Average Wages, 1996-2002

Whole State Budgetary State State Sector_Min. Wage
Ecoromy  Sector 1/ QOrganizations Enterprises In US$ In Lats

{In lats per month)

1996 98.73 105.63 83,89 123.68 191.71 35.50
Jan.-Mar. 8541 95.20 7999 109.79 174.36 28.00
Apr.-Jun, 99.21 105.70 87.55 123,99 191.14 38.00
Tul.-Sep. 102.29 106.20 48.27 125.61 192.74 38.00
Oct.-Dec. 167.54 i17.51 99.68 137.55 21211 38.00

1997 120.03 126.89 107.12 14931 21840 38.00
Jan.-Mar. 109.81 116.91 98.64 137.26 203.68 38.00
Apr.-fun. 118.55 125.26 104.21 148.90 216.34 38.00
Tul.-Sep. i22.24 127.12 106.31 150.57 216.93 33.00
Qct.-Dec. 129.59 138.90 119.62 161.52 237.44 38.00

1998 133.30 142.97 124.32 166.35 24232 42.00
Jan.-Mar. 123.07 128.49 109.53 151.61 21631 42,00
Apr.-Jun. 132.98 142.00 120.13 165.19 237.86 42.00
Jul.-Sep. 136.50 145.42 12649 169.44 243.58 42.00
Oct.-Dec. 140.82 156.64 141,53 176.13 273.85 42.00

1999 140.99 156.77 140.07 17948 267,98 50.00
Jan.-Mar. 132.61 144.91 127.45 168.97 250.71 50.00
Apr.-Jun. 141,04 156.84 136.60 184.83 264.49 50.00
Jul.-Sep. 142,59 156.74 13974 179.96 266.56 50.00
Oct.-Dec. 147.71 168.90 157.25 184.22 291.12 50.00

2000 149.53 169.03 152.44 191.20 278.93 50.00
Jan.-Mar. 141.75 156.92 138.74 181.15 2635.52 50.00
Apr.-Jun. 14931 168.29 151.79 190.38 279.09 50.00
Jul.-Sep. 150.54 168.88 152.13 191.06 276.42 50.00
Oct.-Dec. 156.39 182.27 167.29 202.47 293.51 50.00

2001 15930 180.10 166.17 199.09 286.78 55.00
Jan.-Mar. 149.14 165.33 150.47 185.48 267.10 50.00
Apr.-Jun. 156.39 176.82 161.78 197.26 278.90 50.00
Jul.-Sep. 163.04 182.44 167.85 202.24 289.59 60.00
Oct.-Dec. 168.61 196.06 18471 211.73 311.70 60.00

2002 17279 200.49 136.76 219.81 321.52 60.00
Jan.-Mar. 161.21 182.25 169.14 200.82 284,77 60.00
Apr.-Jun, 171.14 197.54 180.95 22103 315.06 60.00
Jul.-Sep. 174.02 200.56 184.03 223.67 332.60 60.00
Oct.-Dec. 184.77 221.62 21292 23374 353.63 60.00

(Real terms, index 1993=100)

1996 average 102.86 104.14 10723 112.81 n.a. 142,14
1937 average 114.35 114.93 119.30 12522 na. 140.29
1998 average 121.44 123.86 132.38 128.06 na. 148.21
1999 average 125.43 132.57 145.81 134,79 na 172.34
2000 average 129.5% 135.77 154.66 139.95 n.a. 167.97
2001 average 135.04 144.66 164.48 142,17 n.a. 180.26
2002 average 143.75 158.04 181.41 154.04 1.8, 192.98

Source: Central Statistical Bureau of Latvia.

1/ The state sector includes enterprises where central or local government capital participation in the
company capital is equal to or sbove 50 percent.



‘Table 1S, Latvia: Average Gross Wages by Seclor of Economic Activity, 1996-2001

{Inlats per momuh}
1946 1997 1998 1999 2000 2001
Whale nf whfc# Whale oj" whic-‘l. Whole af which Whate of which Whele of which Whole af which
ceonomy Public Private ccomamy Puhblic Private R Public Povate econoen Public Privatc R Fublic Privaic econom: Public  Povaw
¥ ¥ congmy y
seclor  scetor sector  BeCToT seoter scolor sectar  seclor seclor  seQIov seotor sectar
Totl 9873 10386 93.00 12003 12653 11260 13330 14291 12462 14099 156.67 122.13 149,53 16895 13536 15930 179.98 14552
Agriculture, Iemeing end foresmy 6976 $3.07 7095 8301 11231 7436 9176 12813  B3.67 | R4S j4BAS  BE.O2 114.58 19236  57.10 118,63 20213 10029
Fishing 11507 12697 9386 14986 23592 OH.19 10580 #3222 10895 16558 H2.95 109.43 iSRS |DS.84 K055 98.54 11231 9625
Industry af which: 10881 11628 107.97 13234 14436 12738 14699 16837 3432 14660 19477 13972 151,26 22392 14266 158.64 22144  150.84
Mining and quarrying 11279 10935 119.19 13048 11121 13425 139.85 11045 14031 15740  A7.92 157.50 152,69 o 15272 161.51 ... 16039
Manufacturing 10431 10971 10797 12742 12733 127.44 13415 13192 13440 13695 138.85 13688 140.53 16724 140.07 14826 13878 148.53
Flectricity, gos and water supply 4400 13804 97.07 169.56 17330 11435 19346 19824 11626 21532 2§94 22846 1589 23136 247.21 4775 24432 26597
Construction ) : 8563 7521 96.42 112,55 13613 10938 13154 17334 {2698 13747 17717 13642 13308 1215 13133 137.19 19247 13586
Whalesalc and retail trade 63.11 10473 7294 8432 12267 E2.29 9567 12504 0483 10179 12746 101.50 10820 14828 16789 11772 16164 11746
Hotels and testaurants 6652 14088 5334 85.75 14804 4.6 85.02 15127 T76.56 HLLS1 16271  74.90 B5.15 18762 1846 98,22 21754 AR
Transpart, storage and communication gf which: 15170 15202 13333 172.67 19434 16182 13570 19704 164.6] 18685 20048 159.39 19306 21409 161,70 20020 21830 17557
Land transpoxt; transport via pipelines 111.96 13627 14738 96.00 14215 16056 9545 14248 16327  96.69 150.58 176,12 100.39 15324 18235 I0L73
Railway 130,95 169.02 16902 5632 16658 F6KEY 8904 182.96 18171 16456 18791 18776 151.R4
Road £7.61 DR69 14363 7167 11351 15698 7847 117.7% 16314 8193 12150 17321 84.66
Waterway 20247 28365 29693 35306 403,18 21638 52690 SR43% 35431 487,53 S42.08 28144 254.29 . 28793 283.47 .. 28147
Air 19684 2397 12432 21830 37528 106,16 28821 45057 15421 31267 49541 131487 34633 .. 13396 44929 e MBBH2
Post and communication 13460 12645 16806 15802 134,87 20813 19375 19203 21356 219,56 217.84 23632 230.85 237.34 264.42 7079 23860 47425
Financial intermediation 21082 201131 23096 267.52 284.72 261.02 0905 34698 29780 33547 41813 3112 IW2.50 65500 35194 41671 Tl446 38132
Operations of real estase nnd related activitics 92.55 50.42 9845 11418 11208 11678 13983 13302 14713 158,29 15010 164.3) 17051 167.64 17221 184,61 17265 189145
Public athministration and defense 11744 16763 116.62 14438 14398 34337 168.14 167.69 41345 187.07 187.48 46859 197.%8 197.32 453.67 20792 20729 4998
Education I TAUT 7744 9107 92.93 100.55 H8.1L (0787 119.06 11990 1§9.89 12045 135.13 13434 15933 15249 15207 16179
Health and social work 7764 AL TR 90.60 9590 8019 104.09 10541 9348 11842 11994 10631 12432 126,01 11145 13229 13415 11924
Other community and social services of which: 048 8002 RADE 9343 10151 W.17? 11147 11361 10608 125.62 13249 10974 12886 13895 10817 11757  151AS  WATI
Recreation, culture and spart 75011 739 7458 94.04 §2D4 107.77 108.12 10551 12066 117.54 11601 12303 122,93 123.12 12227 130.70 13468 11690

Source; Central Statistical Burcau of Latvia.
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Teble 16. Latvia: Consumer Price Inflation, 1996-2002

Per 'y B age Change Over Quarterly Inflation
Year/Month Price Change Over Same Manih Last Year  Annual Over Ohver
Index Previous All Averape  Previous Previous
{Dec. 1990 = 100) Muomnth Ttems  Goods  Services Inflation  Quarder  Year
1996
December 9,101 0.6 131 110 8.6 17.4 22 144
1957
Decermber 9,738 0.2 1.0 4.2 182 B4 14 73
1998
January 9,862 13 6.3 7 16.5
Febwnary 9,886 0.2 &1 34 153
Merch 2,508 03 &0 kK] 152 %] 6.2
April 9,978 a7 6.0 37 149
May 5,982 01 54 2.9 149
Tune 10,054 0.7 59 32 16.5 1.2 58
July 9,973 0.8 4.6 2.5 12,1
August 9,925 -0.5 37 24 8.1
September 9,928 0.0 a5 2.5 7.0 0.6 19
Qclober 9,945 0.2 2.9 19 6.5
. November 9,987 04 2.8 1.6 7t
Deoember 10,006 a2 2.8 1.6 7.0 4.7 04 2.8
1944
Jarmary 10,121 12 6 1.6 6.2
February 10,143 8.2 2.7 1.7 6.0
March 10,139 0.0 23 1.2 5.9 1.6 15
April 10,127 0.1 15 0.7 42
May 10,171 G.4 19 1.1 4.4
Fune 10,243 0.7 1.9 1.0 4.7 0.5 1.8
Taly 10,150 -9 1.8 0.9 4.5
August 10,131 0.2 21 13 4.4
Sepiember 10,164 03 24 1.4 54 -03 21
October 10,232 0.7 19 2.1 54
November 10,310 & 32 .6 51
December 111,328 0.2 32 2.6 51 24 1.4 il
2009
January 10,437 1.1 31 2.5 53
February 10,459 0.5 34 13 6.5
Murch 10466 02 32 23 6.4 1.7 3.2
Apmil 10,504 04 7 2.7 7.2
May 10,480 -0.2 a0 18 7.1
Tune 10489 0.1 24 1.6 C A0 03 31
Tuly 10,436 -0.5 2.8 21 5.2
Aupuat 10,279 -0.5 2.5 1.6 31
Scplember 10,383 0.1 22 1.6 4.2 -0.9 2.5
Outaber 10,434 04 20 L3 4.3
November 10,478 04 16 049 4.0
December 10,510 03 1.8 1.0 4.2 26 07 18
200t
Tanuary 10,576 0.6 13 0.5 44
Fehruary 10,560 0.2 a7 1.0 29
March 10,610 0.5 14 12 24 1.0 11
Apnl 10,650 04 14 1.4 1.5
May 10,758 1.0 2.7 29 1.9
Funs 10,818 0.6 31 36 L9 1.5 2.4
July 10,765 0.5 31 a6 1.7
August 10,694 -0.7 30 314 1.8
September 10,764 0.8 16 42 1.8 0.0 13
Outober 10,778 at 33 3.8 14
November 10,802 02 31 35 1.8
Deoember 111,845 0.4 12 3.7 L6 235 0.6 32
2002
Tanuucy 140,94t 0.9 35 4.2 1.3
February 14,906 -0.3 33 4.0 1.z
March 10,548 0.4 32 36 21 11 33
April 10,957 0.1 2.9 32 2.0
May 10,977 0.2 20 21 18 -
June 10,916 0.8 ne 18] 0.8 02 1%
Tuly 10,872 -0.4 1.0 1.0 1.1
August 10,790 -0.8 0.9 (%3 1.1
September 10,872 18 1.0 1.0 1.0 -1.0 1.0
October 10,954 0.8 1.6 1.8 1.z
Movember 10,975 0.2 1.6 1.9 0B -
Decemnbex 10,997 0.2 1.4 1.6 0.7 1.9 13 1.6

Souros! Central Statistical Pureau of Latvia.
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Table 17. Latvia: Summary of General Government Operations, 1996-2002

1996 1997 1998 1999 2000 2001 2002
(In millions of lats)
Revenue 1,057 1,352 1,529 1,561 1,623 1,697 1,876
Of which :
Corparste income tax 57 7% 92 92 74 98 110
Personal income and social tax 481 564 647 693 728 765 850
Taxes on goods and services 374 431 506 487 516 527 576
Expenditure 1,104 1,332 1,554 1,707 L,764 1,804 2,03
Of which
Wages and salaries 1/ 266 297 355 3B6 397 425 495
Transfers to households 447 432 537 6l6 604 590 628
Interest 40 33 25 25 49 40 44
Other current 292 491 491 502 542 567 649
Capital expenditure 59 79 145 177 173 182 215
Financial surplus(+ydeficit(-) -47 20 =25 -146 -141 -108 -154
Net lending, -5 -10 -3 -7 ¢ -3 -15
Fiscal surplus(+)/deficit{-) -52 10 =27 -153 -140 -105 -139
Financing of fiscal balance 52 -10 27 153 140 105 139
FPrivatization 2 47 39 6 25 12 37
Domestic 37 -63 =25 36 126 -35 11
Banking system 25 -57 -25 is 99 -81 102
Other domestic 12 -6 0 2 27 46 9
Foreign 12 6 13 111 -11 108 -9
(In percent of GDP)
Revenue 174 41.3 42.6 440.1 373 353 36.1
Of which :
Corporate income tax 20 2.4 2.6 2.4 1.7 20 2.1
Personal income and social tax 17.0 17.3 18.0 17.8 16.7 15.% 16.4
Taxes on goods and services 13.2 132 14.1 12.5 118 11.0 1.1
Expenditure 39.0 40.7 4312 43.9 40.6 37.5 391
Of which :
Wages and salaries 1/ 9.4 9.1 9.9 9.9 9.1 88 9.5
Transfers to households i5.8 13.2 15.0 15.8 13.9 12.3 12.1
Interest i.4 1.0 0.7 0.7 I1 0.8 0.8
Other current 10.3 15.0 13.7 12.9 12.5 11.8 12.5
Capital expenditure 2.1 2.4 4.0 4.6 4.0 38 4.1
Financial surplus{+)/deficit(-) -L7 0.6 0.7 -3.8 3.2 -22 -30
Net lending -0.2 -0.3 -Q.1 -0.2 0.0 -0.1 -0.3
Fiscal surplus{+)/deficit(-} -1.8 0.3 -0.8 -39 -3.2 -2.2 -2.7

Sources: Latvian authorities and Fund staff cstimates.

1/ Includes employer share of social tax payments.
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Table 18. Latvia: Local Government Consolidated Budget, 1998-2001

1998 1999 2000 2001
(In milhions of lais)
Revenug 396 414 441 463
Of which :
Personal income tax 158 173 186 204
Property laxes 43 47 44 47
Expenditure 394 424 457 495
Non-capital expenditure 333 350 365 3
Current spending 291 309 321 341
Wages and salaries 128 142 153 172
Interest 2 2 3 4
Subsidies and grants 40 39 42 49
Capital expenditure al 75 92 102
Investment 32 43 52 63
Financial surplus(-+)/deficit(-) 1 -10 -16 =32
Net lending 9 4 -3 -5
Fiscal surplus(-+)/deficit(-) -8 -14 -13 -28
(Percent of GDP)
Revenue 11.0 10.6 10.1 9.6
Expenditure 11.0 10.9 10.5 10.3
Fiscal surplus(+)/deficit{-) 0.2 -0.4 03 0.6

Source: State Treasury of Latvia.
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Table 19. Lahvia' General Government Consolidated Budget Expenditare by Function, :996-2001 1/

{In thousands of lats)

35201 1997 1998 1959 2000 2001
Total expenditure fincl. [ending & repaymenty 1,112,235 1,266,758 1,572,263 2,026,009 2,021,702 1,785,066
Ceniral povermnment 393,101 473,818 537430 3439 802,311 554,392
Central govermment Bpecial budget 441,253 §3RTE 631313 805340 TIA5RD  TLL7SR2
Loval governnienl 214,385 276,376 356547 405655 442049 447,151
1.oral government #pacial bodget 63,456 Ty 46,373 48575 48362 15,331
General public servicea 54,370 L1LY28 142,770 139,712 137578 136623
Central govermriedt 42,860 60,192 BS, 344 T3 80,787 83,550
Central government epocial budget 19,850 19,687 12,276 6,496 Tl 13
Lacal gevernment W45 85 40188 45349 46,195 4E1T2
I.ocal guvernment special bodget 11,613 4451 4,852 2017 9,805 4767
Defenas 21,155 1,05 37,197 32602 41,135 47,299
Central government 15,202 22705 35747 32254 40870 47180
Cereral govepunent apecisl budget 1701 Q 94 pIv ) 151 [+
Locul povernmeant 2% 349 336 145 314 114
Loval government special tucget 3 1] 0 1} b] 5
Public ordar and safsty 38370 47,115 91,830 115451  11L774 115308
Ceneral povemment 44.8C7 53,592 8,787 110,261 105,574 199,157
Central poveamment special budger 8,513 1,469 115 356 [}
Loval government 2828 3553 5,579 5,875 5,844 6,204
Local governmen special hodget 2124 [} $5 o il 445
Education 162,586 1B, 916 246,526 2%6,952 255129 325122
Ceniral goveniment 78,725 56,506 73,187 78,870 86,724 24,467
Cemupal gorvemment special badget 8.448 4] B19 5,234 7307 7088
Local gevrnment 56,810 128,402 170,372 18284B  Z0LOSS 221,283
Locat goverrment special budgat 18,502 8 2128 o a 3,314
Health care 110413 125625 148439 215204 209.045 162,884
Central povermment §2.837 49,922 6L4L7 0,051 67,985 13,835
Central government spacial budges 2161 67624 79842 138428 134741 141218
Local povernment 51,812 #0711 T 124 6,727 4273 7,028
Lozal government sperial tudpzt 3,662 4 L] 0 o 596
Socisl security end welfare 415355 458,825 541,059 633517 621,382 616178
Centrnl povernimesn 48,554 60,810 65,782 301 B83.330 TBATT
Central government special budgel 61T X247 44432 51T S0R.7RE 49573
Locst government 25414 25,142 0443 32395 3250 37837
Local government apecial budget 7S 186 507 [ [\ 2364
Honmng and amvironmental pretection 53,594 64,178 86,764 TLIL9 88,631 162143
Central gnvernment 4.376 4,498 5,165 4,199 9,311 B, 462
Cenural government special budge 2303 5,477 12,394 3347 10,2¢5 8,778
Local paveriment 35,540 304731 53,518 52,070 67,321 71835
Loval gavernment special budgel BI75 2,74 5,287 2503 1,750 13,063
Recreation, tport, cultural and relig. affaira 33,004 33,215 43,859 43,135 38,663 61,230
Cenural gavesrnment 1B.B59 16,588 19819 20,548 4,77 2l
Cenural poveErmment special budgee 1,499 1,528 4,089 5427 5412 3463
Local gavernment 1L376 14,702 19,685 064 28471 35,042
Local pavernmant special budge L2 [+} 26 g 0 76
Fuel mnd eergy 3,335 9,228 5,246 2,566 1,856 1,072
Ceniral govermment a8 320 377 169 156 18
Ceniral government spacial budget 110 L] a 0 o o
Locat government 2,837 8,508 4,859 397 1.700 8o
Locat government specsal bdpel 30 g 9 L] [ 3
Agriculinze, forestry ind fisting 42,142 46585 72100 7R734 65,006 GT.344
Central povenmemd. 17,8898 25812 50,837 5541 31,863 65081
Central governmen apeciel budpetl A4 10325 MELS 24803 [=21] 498
Local goverament 202 448 38R 410 503 1,569
Local gavernment specieh budpal £70 a 0 0 9 198
Transpodt and comrmnication 48,563 72,797 91,507 122952 103374 3,577
Central govermment 2431 5657 10,302 B.DES 17.220 11.627
Central government special budgat 4,326 51133 53,797 87727 6L1m 50357
Local govermment 3,704 4,708 8072 11423 0772 11,765
Locel govarmment spacisl tudget 8,102 1,299 19,33 15757 14,280 2813
Other economic affairm 4,256 6,358 16,108 54,866 50,234 28,268
Cenural govermment 2986 5522 13,610 20,983 X} 23237
Central govermyn=nt special budget fa? 55 1,189 10,326 4,553 2,533
Lecal governmenl 132 481 TH2 1,259 1,241 1,530
Local governman special budget 1 ] s34 22208 2397 E ]
iher expenditures not classified above 70,088 53,130 48711 234,533 237313 40,521
Central government 5,59 51,352 an17a 200227 199,48 37,459
Ceniral govarnaear apecial hudgel L] 1] a 15 ] [
Local government 3,468 57 5181 M,197 38,267 3,098
Local povernmens speciel buidget 8,341 9,167 13,352 a B84

Sources: Lalvien Stals Treamiry and Labvian Central Statieice Qffice.

1/ Diatm for 1999 and HH00 2ra not consalidatesd. [ata are ot fally comparable wilh Tables 17-19, due to different
comactidation methods. For 2001, excludes rpending of grsun of LYT- 2,375 mijlion lat.



Table 20. Latvia: Social Security Budget, 1999-2001
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1999 2000 2001
{Thousands of lats)

Revenues 460,202 474,584 485,538
Social security contributions 452,622 466,370 481,279
Subsidy from the state basic budget 5,817 6,380 6,619
Other 1,763 1,834 1,640

Expenditurcs 517,755 503,755 498,775
Pensions 403,763 398,839 398,788
Unemployment 42,949 31,825 29,011
Disability, maternity and sickness 90,510 26,989 £5,942
Consolidation of internal transfers -31,887 -26,069 227,213
Others 12,420 12,171 12,247

Fiscal balance -57,553 -29.171 -9,237

{(In percent of GDP)

Revennes 11.8 109 10.2
Social security contributions 11.6 10.7 10.0
Subsidy from the state basic budget 6.1 0.1 0.1
QOther 0.0 0.0 0.0

Expenditures 133 11.6 10.4
Pensions 10.4 9.2 33
Unemployment 1.1 0.7 0.6
Disability, maternity and sickness 2.3 2.0 18
Comnsolidation of internal transfers -0.8 -0.6 0.6
Others 0.3 013 0.3

Fiscal balance -1.5 0.7 -0.2

Source: State Treasury of Latvia.



Table 21. Latvia: First-Pillar Pension System, 1996-2001 1/

.24 -

1996 1997 1998 1999 2000 2001
{In thousands}

Number of recipients 640.8 643.0 638.7 643.3 633.0 620.9
Old age 504.0 511.0 512.5 521.0 513.8 504.8
Disability 98.5 94.5 50.1 85.8 832 80.5
Survivors 302 289 2835 28.5 28.2 27.9
Service 6.1 6.3 5.1 5.2 5.2 5.1
Special resolutions 2.0 23 24 2.8 27 2.6

(Lats per month)

Average benefit 385 42.4 51.2 58.0 585 58.9
Old age 383 42.6 51.4 58.9 59.8 60.3
Disability 39.2 42.8 50.9 54.7 54.0 53.4
Survivors 322 35.9 42.2 46.8 46.1 458
Service 374 45.7 61.2 70.6 70.4 70.8
Special resolutions 64.0 6%.5 77.7 817 80.3 82.0

{In millions of lats)

Expenditure 2991 340.9 401.7 454.9 445.0 4394
Old age 2314 268.6 316.1 367.2 361.4 3582
Disability 48.2 50.3 59.7 60.8 57.8 55.7
Survivors 12.4 13.6 15.8 16.9 16.8 16.4
Other 7.3 B4 10.1 10.0 9.0 9.1

Memorandum item.

Expenditure (percent of GDF) 10.7 10.4 11.2 117 102 9.1

Sources: Ministry of Welfare and Fund staff estimates.

1/ First pillar (Pay-As-You-Go) only.
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Table 22. Latvia: Second-Pillar Pension System, 2001-02 1/

2001 2002
Sep. Dec. Mar. Jun. Sep.
Number of Second-Pillar Participants

Mandatory 2/ 248,360 254,875 271,019 297,067
In percent of working population 269 274
Voluntary 3/ 23,770 26,188 26428 27,294 27872

Share of working population {percent) 28 2.8
Emplayed population (thsd) 4/ - - 9490 9830 »
Contribution rate {percent} 20 2.0 2.0 2.0 2.0

{In millions of lats)

Cumulative second-pillar assets 0.1 2% 52 7.5 10.2
Of which : Cumulative contributions 0.1 2.8 51 73 98
Cumulative assets by asset manager a.l 29 52 7.5 10.2
State Treasury 0.1 2.9 52 735 10.2
Private asset managers 5/ 0.0 0.0 00 0.0 0.0
Cumnblative assets by type of investment 0.1 29 52 7.5 10.1
Latvian state securities 0.0 22 4.0 54 77
Term deposits with Latvian banks a.1 0.6 1.0 1.8 22
Other Latvian assets (money account) 0.0 0.0 0.2 0.3 03
Assets held abroad (please specity main categories) 0 0 0 4] 0
Of which: OECD countries 0 0 0 0 0
Cumulative assets by currenecy denomination 0.1 29 5.2 15 102
Lats (miilions) 0.1 29 52 75 102
Euros (millions) 0.0 00 0.0 0.0 0.0
.5, dollars {millions) 0.0 0.0 0.0 0.4 0.0
Others (millions of [ats squivalent) 0.0 0.0 0.0 0.0 0.0

Source: Central Statistical Bureau,

1/ Fully-funded scheme under which some 1st-ticr contributions are channelled to individual accounts; operations began July 1, 2001.
2/ Participation is mandatory for persons under age 30 as of July, 2001
3/ Participation is voluntary for those aped 3049 as of July, 2001

4/ Persons aged 15-74 years.

5/ Effective January 1, 2003, private asset managers are eligible to manage second pillar assets.
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Table 23. Latvia: Third-Pillar Pension System, 1998-2002 1/

1998 1999 2000 2001 Sep. 2002

Number of Third-Pillar Participants 167 5,657 6,991 17,359 19,079
Number of open pension funds 1 2 3 3 3
Number of closed pension funds 0 1 1 1 1
Number of available pension plans 3 ] 16 14 9
{(In millions of lats)
Cumulative third-pillar assets 0.0 3.9 5.9 9.5 12.3
Of which : Cumulative contributions 0.0 3.8 3.5 8.8 1.7
Cumulative assets by type of investment
Latvian state securities 0.0 0.6 2.2 5.5 6.8
Term deposits with Latvian banks 0.0 2.6 3.0 30 4.5
Other Latvian assets 0.0 0.4 04 04 0.3
Assets held abroad / (fixed income securities,
shares and other securities ) 0.0 0.2 0.3 0.7 1.1
Of which ; QECD countries 0.0 0.2 0.2 0.4 0.5

Source: Financial and Capital Market Commission (FCMC).

1/ Voluntary private pension schemes; operations began in July 1998.
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Table 24. Latvia: Family Benefits, 1996-2001

1996 1997 1998 1999 2000 2001
{In thousands)
Number of beneficiaries
Birth grant 19.0 19.0 18.0 19.0 20,0 19.3
Matemity leave 1f 63.7 743 953 26.0 i02.1 11.81
Child care allowances 56.0 470 45.0 45.0 46.0 471
Ages 0-1.5 260 23.0 220 23.0 240 24.3
Ages 1.5-3 300 240 23.0 220 220 227
Family allowances 540.0 §22.3 500.0 487.0 477.6 3553
(Lats per month)

Average benefit
Birth grant 97.5 117.0 1804 182.0 182.0 183.5
Maternity leave (lats per day) 34 30 3.5 40 49 4.5
Child care allowances 9.6 0.8 143 19.0 19.4 19.]

Ages 0-1.5 12.0 12.0 21.0 30.0 30.0 30,0

Ages 1,5-3 75 75 75 75 75 75

Family allowances 74 5.2 52 52 52 59
(In millions of lats)

Expenditure 41.5 41.0 456 437 496 509
Birth grant 1.8 2.1 3.3 35 27 3.6
Maternity leave 26 27 39 48 49 57
Child care allowances 6.5 5.1 82 10.9 116 11.6
Family allowances 306 30.5 302 30.1 30.4 300

Memorardum item:

Total expenditure (percent of GDP) 1.5 13 L3 1.3 t.1 11

Sources: Ministry of Welfare and Fund staff estimates.

1/ Monthly average number of paid marernity days, in thousands,
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Table 25. Latvia: General Government Budget Tax Arrears, 1996-2002

™ millioas of lats)

General gov. Ceniral gov. af which VAT  Excise Carp. Special budgst  gf'which  Local gov.  of which
tax arrears basic budget Aciual Taxes Income tax arrears Actual tax amrears Actual
tax arrears arrears 1/ Tax arears 1/ arrears 1/
L1/1906 122.0 122.0 61.9 14.6 44.3
1/1/1997 154.8 154.8 818 233 48.1
1/1/1598 1426 142.6 943 78.5 213 415 391
1/1/1999 293.7 146.6 93.6 77.0 25.6 423 149.1 818 44,1
11999 207.8 1513 92.5 §1.2 25.8 43.2 146.4 70.1 44.2
3/1/1999 201.8 1518 929 811 26.1 435 140.0 64.5 447
4/111999 3457 152.1 90.5 81.6 26.4 431 140.3 59.5 533
5/1/1999 3513 1543 §9.9 831 257 44.5 143.7 51.3 63.3 34.8
6/1/1999 367.4 1583 807 84.0 26.0 473 1415 6.6 67.6 36,5
7/1/1999 376.6 160.0 776 85.8 26.0 472 145.3 43.9 70.3 6.4
8/1/1599 3743 160.3 76.7 B7.0 24.9 474 140.6 43.4 749 39.7
9/1/1999 i7m2 158.8 75.1 889 24.6 443 1411 4.7 713 9.6
10/1/1999 378.7 161.4 781 50.7 250 44.8 1397 47.0 718 40.2
11/1/1999 3793 163.2 78.9 914 26.2 44.5 140.0 46.9 76.0 382
12/1/1999 388.7 1681 8L3 93.7 28.9 46.5 142.4 47.5 78.2 40.5
1/1/2000 389.2 167.2 793 953 26.0 49 135.4 432 827 44.1
2/1/2000 401.2 178.5 848 1059 263 454 141.2 43.8 815 q2.1
3/1/2000 401.4 178.7 §5.4 1063 25.9 45.5 138.6 40.7 84.1 431
4/1/2000 4039 180.8 856 1079 26.0 45.9 1333 397 84.7 423
5/172000 402.8 183.7 8.1  109.7 25.8 47.0 1310 397 822 41.6
6/1/2000 4179 1939 98.9 1118 258 353 138.5 1.5 855 40,1
71/2000 4252 199.4 107 1172 26.0 35.2 133.9 301 87.9 40.1
8/1/2000 4272 200.8 103.0 1186 258 55.4 138.3 393 88.0 309
8/172000 424.4 199.4 1020 1184 25.6 54.2 137.% 389 87.5 381
10/1/2000 4225 202.0 102.5 1208 2357 34.2 136.3 38.5 84.2 372
134172000 411.9 203.0 00,1 1218 259 54.5 133.5 194 75.4 371
12/1/2000 411.2 205.6 105.1 1248 259 54.0 131.8 375 738 36.9
14172601 410.7 2074 1082 1258 259 54.3 130.5 g4 72,7 36.6
2/1/2001 407.0 2025 1134 1283 18.5 54.9 131.0 395 734 37.0
3/1/2001 4125 2095 118.1 1317 204 56.7 128.8 377 4.2 376
4/1/2001 418.6 212.7 120.2 1340 21.0 576 128.7 38.6 77.2 348
§/1/2001 4233 216.6 1235 1364 215 58.0 1293 387 7.4 354
6/1/2001 420.1 218.7 127.3 134.7 223 61.1 123.9 38.9 775 352
712001 418.5 2182 121.8  133.7 23.6 60.2 1225 37.4 77.8 34.0
8172001 420.0 219.7 1234 1337 252 60.1 123.5 40.2 768 34.3
9/1/2001 4229 221.8 1227 1343 26.7 60.4 123.7 an.1 774 34.4
10/1/2001 423.4 223.3 1282  134.7 27.5 60.7 123.3 40.1 76.8 413
11/1/2001 418.5 2262 1326 1355 303 60.0 124.4 432 68.0 343
12/1/2001 422.1 229.3 1363 1370 320 39.9 124.6 410 68.8 34.8
1/1/2002 409.0 226.1 140.7 1337 35.1 56.9 116.5 39.6 66.3 29.5
2/1/2002 409.2 210 1430 1349 364 55.2 115.7 40,7 66.4 297
34172002 409.1 227.8 1446 135.0 36.8 55.5 115.5 40,9 65.8 296
4/1/2002 398.0 225.3 144.1 1330 378 54.0 108.5 38.0 64.0 28.1
5/1/2002 407.2 2293 148.0 1374 370 54.5 106.8 39.0 62.7 217
6/1/2002 407.6 2377 1555 1395 396 582 106.7 389 63.1 280
7/1/2002 414.8 237.8 146.2 1397 40.0 57.7 106.6 0.7 64.0 28.5
8r1/2002 4200 2442 1545 1470 40.2 56.5 108.2 40.2 63.0 28.0
97172002 4123 248.0 160.0 1520 40.4 55.2 105.0 38.1 63.6 213
10:1/2002 412.3 243.8 16514 15135 374 54.5 105.9 381 63.6 213
L1/172002 402.0 236.5 1472 1471 35.2 53.9 102.1 376 63.1 26.8

Source: Ministry of Finance.

1/ Arrears include some claims that are unlikely to be collected. Actual arrears refer ta those that are likely to be collected.



Tuble 26. Latvia: Bmployment and Wagea in Budget Organizations, 1997-2001

1597 1938 1699 2000 2001
Aversgs number uf?mpluyus on the rnain Average nnmber of employcad on the Avoragc numhes of empkryess at the mdin Average number of employecs at the main Averoge mamber of cmployees at the main
job mafm jot fob job jab
of which: o which: ‘rokich: of which: of witlch:
. Bt.nigd |ocal Budget loeal Budget local Pudg=t Tecal Budget Tocal
intitalions  SA€TOAEEL goversment  inuifufions WHBTWAEC grvewnenl  ingtafions MESWE  gurmmmen im0 budget govenmment  imatimions  Sucbudgel  govemment
imstitvtions  budget matimtions  bdget mafitabions  hudget institations budget tnatitutions Tudgs
Employmenl institrtiong ingtitwtions inwtibationy institutions inztitutions
Todal 136,846 B3,578 103,268 180,350 80,866 99,454 §73,961 76,841 4TI121 163,715 69,631 94,084 102,236 69,995 43,140
An;'xlculbue, Ioenting end Foresiry 4,802 4,802 '] 4508 4,668 o 4,339 4,319 a 2,25% 2,258 [ 2,265 2263 o
Fiching o 17 17 o i7 17 0 16 15 n 7 17 0 17 17 0
Traniport, lTMIII.E and m’nmmnﬂm ) 175 178 0 148 148 0 149 149 117 157 a 122 122 q
Re'l_e'hh.‘ :m and buginess activities L1 1,47 o 1,143 1033 110 1,086 o4 102 266 B8O 15 o449 861 1.4
FPablic adnu.mm’ahm and defernse 57,223 11,775 15,448 50,8HK 41,433 15,432 b A <) 42,221 53,502 57,070 41,677 15,393 57,672 41,36 16,112
Education . B4,598 18,468 66,130 83,247 18,279 54,958 £1,807 17,633 64,1 79,150 16,184 82966 TLTR2 15,936 61,836
Health sod sacia) work 27,672 13,858 13,814 23258 124025 15,734 17,872 301 8,571 13,392 sA26 7565 12 808 5,387 7421
Other contrmmity Fervicey 11,118 3,336 7782 11,030 3,301 7,945 10,971 3,158 1,773 16,745 3,064 7.634 10,631 2,947 1683
1997 1994 1999 2000 2001
Averags monthly grom wages and inlurics, Average manthly gross wagee and Average monthly gross wages and saliries,  Average monfhily gross wages ind salaries, Avemge monthly proas wages and salaricd,
Iats salaries, tats lats Tats Inls
wittoh: o ofwhick: __ ofwhkioh: _ ofwhith, which:
Tocal Budget local Budget Tocal Budget Jacal Budges local
institions  StieMdzel  phypnment inslitmtions  FAteBUGEE!  poyvemment  inkitabions  S8LE budget  povernmeat ingtititiong  SAEDUdREL  pavernment institetions  Tate BudEet  povermment
inttirations budget inatitutions bodget ingtiliome budge imatitutions Eudget instimriong hudget
Wapes metiluli instimkicns institations nwtibetions institutions
“Total 1471 1243 026 124.3 144.2 1079 140.1 1640 1208 1524 §79.4 1321 1662 1914 147.1
Agricalture, humting and forestry 1779 5279 a 1416 1418 o 1565 1568 1] 1138 1748 o 1744 t7a.4 ]
Fishing £6.0 60.0 a 513 613 0 LX) 648 0 547 4.7 11 6R3 681 3]
Tranyport, $erage, and Communieationt 1047 47 Q 954 954 a [ 2] 108.9 0 883 B3 0 812 o2 Q
Heal ertute, reating and business achivities 1185 172 1327 1374 134.7 1511 1435 1382 1835 1631 1568 2256 1726 165.1 2344
Public sdministration and defenze 1321 1477 1208 1614 167.8 14313 1817 182.1 1563 1918 196.0 1709 Moa 20354 1584
Edueation 928 1054 893 107.7 1229 1035 1197 140.7 114.¢ 1343 167.6 1259 1520 1880 143.0
Huslth and Bocial Work: 893 953 840 102.6 1071 415 1160 1229 1038 1201 128.7 naz 138.1 1404 1213
Other camrnmity services %0.2 846 782 22 98.5 279 190.5 103.2 985 107.5 1132 105.2 1173 1228 1150

Source: Latvian Cantral Statiatical Busewn.
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Table 27. Latvia: Government Securities Auctions, 1996-2002

{In millions of lats, at face value )
(iross gales of govemment securities 1/ Outstanding stock (end-month} 2/
2%day 9lday 1B2day |year 2year 3ysar Syear Tofal 28day Slday 182day 1year 2wyear 3yesr Syear Total
1996 67.6 1052 1262 38.4 0.0 0.4 0.0 3574 4.5 12.8 57.0 58.4 0.0 0.0 0.0 1324
1997 0.1 453 575 87.0 4.0 0.0 0.0 2548 1.5 8.2 24.7 36.0 34.0 0.0 0.0 1544
1998 134 21.2 30.8 46.4 30 04 G0 1457 0.3 2.1 10.2 46.4 68.0 0.0 040 1270
1999 17.3 26,7 304 69.7 4.0 0.0 00 178.1
Jan 0.0 1.6 1.8 133 0.0 Q.0 0.0 16.6 0.0 135 8.0 59.6 68.0 0.0 0.0 1391
Feh. 1.7 2.8 4.0 6.2 0.0 0.0 0.0 147 1.7 32 8.0 57.8 48.0 a.q 0.0 1407
Mar. 2.6 2.7 10 8.6 0.0 a4.0 0.0 169 2.1 7.0 9.8 £6.5 68.0 0.0 9.0 1533
Apr. 2.1 25 23 a.0 170 0.0 0.0 239 21 g0 119 365 6RO 2.0 0.0 1465
May 1.3 1.8 iz 4.3 Q.0 0.0 0.0 10.6 1.5 7.0 14.8 60.8 48.0 0.0 0.0 1518
June 2.4 32 4.0 10.6 Q0.0 iR1} 0.0 20.2 1.9 7.5 182 61.4 8.0 0.0 0.0 1569
Tuly L6 2.6 25 0.0 0.0 0.0 0.0 6.8 1.6 76 194 514 680 0.0 0.0 1476
Aug. 2.4 3.4 4.0 B 0.0 0.0 0.0 18.3 24 9.2 19.1 52.1 68.0 0.0 0.0 1507
Sep. 0.5 0.7 1.1 0.0 1.0 0.0 0.0 2.3 4.3 6.6 17.4 52.1 68.0 0.0 0.0 1440
Oect. 0.5 0.4 0.0 g0 17.0 0.0 0.0 259 0.5 435 149 s04 680 0.0 0.0 1382
Nov. 0.3 21 04 0.0 0.0 0.0 0.0 2.7 0.3 Y- R A | 504 680 0.0 0.0 1319
Dec. 2.0 31 4,1 10.0 0.0 0.0 0.0 19.2 1.5 5.6 12.2 60.2 68.0 04 0.0 1475
2000 00 189 398 540 150 500 §lLO 2497
Jan. 1.8 3.0 4.3 Q.0 0.0 25.0 0.0 34.0 L8 8.1 13.9 502 63.0 25.0 0r 1670
Feb 2.0 2.8 47 10.0 o0 0.0 0.6 19.5 2.0 8.8 14.6 60.2 68.4 250 Q.0 1787
Mar 1.3 34 6.8 0.0 0.0 0.0 21.7 33.4 1.3 9.2 20.4 51.6 63.0 5.0 217 1970
Apr 2.0 3.0 4.8 0.0 0.0 0.0 39.3 49.1 2.4 9.2 252 51.6 68.0 5.0 al.0 2424
May 1.5 2.4 20 6.0 15.0 0.0 0.0 269 id 8.1 268 49.6 6.0 25.0 61.0 2374
Jun 0.0 2.0 .4 3.0 0.6 0.0 0.0 10.4 R} 7.4 3.0 50.7 66.0 25.0 610 2331
Jul 0.0 0.0 4] [134] 0.0 0.0 0.4 0.0 0.0 44 187 5007 6640 250 610 2288
Aug 0.0 13 0.0 3.8 0.8 0.¢ 0.0 5.0 0.8 33 IL5 438 660 250 60 2105
Sep a.0 0.0 56 8.0 0.0 0.0 00 {34 0.0 1.3 128 518 660 250 610 Z178
Oct 0.0 00 5.6 0.0 Q.0 0.0 0.0 5.0 0.0 1.3 13.6 23.8 66.0 250 61.0 20.6
Nov 0.0 a0 5.6 1.6 0.0 5.0 0. 2.1 0.0 4.0 17.2 313 490 50.0 610 20835
Dec 2.0 L1 0.0 167 0.0 0.0 0.0 178 .0 11 168 48.0 4940 300 6L0 2259
2001 0.0 4.1 159 25.6 0.0 208 Bl.O 1513
Jan. 0.0 L2 0.6 0.0 0.0 0.0 60.0 618 0.0 23 17.4 48.0 49.0 50.0 121.0 28L7
Feb 0.0 0.0 0.0 3.0 0.0 0.0 0.0 3.0 0.0 23 174 5.7 49.0 500 121.0 2754
Mar 0.0 0.0 0.0 4.6 (o 0.0 0.0 4.6 0.0 1.2 1L8 403 490 500 1210 2733
Apr 0.0 0.3 48 0.0 0.0 o8 210 16! 0.0 63 110 403 320 500 1428 2755
May 0.0 1.0 5.0 0.0 0.0 203 0o 268 0.0 .3 104 403 320 703 1420 2968
Jun 0o 0.0 X1} 5.7 0.0 0.0 0.0 57 0.4 13 104 329 320 708 1420 2894
Jul 0.0 0.2 4.1 1.0 0.0 0.0 0.0 5.3 0.0 1.2 139 34.0 32.0 70.8 1420 2938
Aug 0.0 IN] 05 16 0.0 0.0 0.0 131 0.0 1.2 144 455 320 0.8 1420 3060
Sep 0.0 0.0 0.0 0.0 8.0 0.0 0.0 0.0 0.0 1.2 144 329 30 0B 1420 2933
Oct 0.0 0.0 02 (4} 0.0 0.0 0.0 D2 0.0 Ll 98 329 150 T70RB 1420 2716
Nov 0.0 0.0 0.7 0.0 6.0 D.0 0.0 0.7 0.0 0.0 55 329 150 708 1420 26632
Dec 0.0 0.4 0.0 .7 0.0 0.0 Q.0 4.1 0.0 1.4 55 24.1 15.0 708 1420 2578
2002 0.0 04 16.7 24.5 0.0 0.0 41.1 76.3
Jan 0.0 4.0 0.0 0.0 0.9 0.0 0.0 0.0 0.0 0.4 1.4 24.1 15.0 70.8 1420 2537
Feb 0.0 0.0 6.0 0.0 0.0 0.0 0.0 0.0 0.0 0.4 09 211 150 708 1420 2502
Mar 0.a 0.0 0.0 @0 0.0 0.0 0.0 0.0 0.0 0.0 09 21.1 150 708 1420 249.8
Apr 0.0 9.0 0.0 17.8 0.Q 0.0 0.0 17.8 0.0 0.0 o7 38.9 15.0 708 1420 24674
May 0.0 0.0 0.6 0.0 0.0 00 128 123 0.0 0.0 00 389 a0  T0.B 1548 2645
Jun 0.0 a.0 0.0 0.0 0.0 00 164 i6.6 0.0 0.0 0o 32l a0 TE 1714 2743
Jul 0.0 4.0 0.0 0.0 0.4 0.0 5.2 52 0.0 ..o 0.4 19.5 00 7§ 1766 2668
Aug 0.0 .0 6.9 0.0 0.0 0.0 0.0 6.9 0.0 Q.0 6.9 19.5 0.0 708 1766 273.7
Sep Q.0 .0 kX! 0.0 Q0.0 0.0 6.5 10.3 0.0 0.0 10.7 19.5 0.0 TO.R 1IR3 2840
Oct 0.0 0.0 0.0 6.8 0.0 048 0.0 6.8 0.0 00 107 262 00 708 1831 290.8
Nov 0.0 6.0 6.0 0.0 0.0 0.0 0.0 0.0 0.4 0.0 107 262 0.0 708 1831 290.8

Sources: Latvian autherities and Fund staff estimates.

1/ Dates refer to the auctions,

2/ Dates refer to the settlements.



Table 28. Latvia: Reserve Money and Net Domestic Assets of the Rank of Latvia, 1996-2002
(In milliens of lats}

1995 1597 1908 1959 2000 200t 2002
Dec. Dee. 1/ Dee. Dec. Dee. Mar. Jun. Sep. Dec, Mar, Jun. Sep. Dee.
R::Cscrw: mOE‘Ieyl . 341 442 471 526 567 541 586 377 L] 632 666 657 754
urrency in.ﬂrculatlcm 283 359 M 426 482 476 500 516 556 533 546 569 623
) Bank #cpcsns 58 82 97 100 84 65 85 61 &0 89 120 8B 132
Forgign currency deposits 7 1] - - - - - . — - — - -
Other 51 g2 g7 100 B4 65 35 fl 1] 99 120 88 132
Net foreign as.sels 2 W 349 433 464 523 542 559 579 594 762 751 726 782 779
Met International Reserves 353 438 464 523 542 559 570 594 762 751 16 732 779
Cotrespondent accounts 2/ -5 -5 0 0 0 i} 0 0 ] 2 a I} 0
Net domestic assets -9 9 8 3 25 -18 7 -1 146 118 60 423 25
Domestic credit 43 83 114 - 68 70 43 54 49 -57 -29 -4 -56 45
Banks 10 8 52 6l 43 a5 102 61 19 15 23 40 3
Bol* assistance [ 1 G 0 0 ] 0 ] 1] ] 0 Q 0
Refimance credits 4 7 52 63 42 35 102 61 19 14 23 40 31
Guovernment, net 33 75 652 5 28 B -18 -12 -15 -43 -6 =0y 14
BoP assistance S0 50 54 50 24 23 22 19 1% 17 15 14 12
QOther government, net 4/ -17 16 7 -45 4 -15 -59 -32 -95 =60 -42 -109 2
Other items, net -52 -74 -106 -65 45 +#] -37 -66 -8% -8l =57 =70 =70
Memorandiin ftems: (Percentage change from previous quarter)
Reserve moncy 10.0 15.5 3.1 17.1 6.1 -4.5 g3 -15 5.8 25 53 -1.3 14.8
Domestic credit -30.8 i7m3 345 252 336 -39.1 508 =238 -218.0 503 868 -1,3792 180.5
Banks -67.6 578.0 56.0 62.0 -39 =17.7 1916 ~441.2 -69.1 -22.6 555 76.7 -23.4
Goyocrnment, net 4.6 1579 203 69335 1,955.8 -12.2 -591.2 68.2 -335.5 434 387 -2619 1147
Velocity 50 4.1 4.0 4.2 ER:] 34 3.1
Money multiplier [.844 1.972 1.957 LawM 2.250 2.456 241t 23511 2499 2.602 2.56% 2.640 2469
Exchange rate (LVLAISE) 0.556 0.590 0.569 0,583 0613 0.631 0.63% 2619 0.638 0.641 0.605 0.506 0.594
NFA total {LiSSmx) 638 734 815 898 834 885 506 960 1,194 1,172 1,200 1,26t 1,312

Sources: Dank of Latvia and Fund staff estimatcs.

1/ New accounting charts became effective in June 1997, leading to a break in the series.

2/ Valued al current exchanpe mtes.
3/ As the Bank of Latvia has almost no medivm- and long-term foreign currenuy liabilitics, NFA largely cquals NIR.
4/ Includes purchase of govemment securitics and change in government deposits.
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Table 29. Latvia: Broad Maney and Net Domestic Assets of the Banking System, 1996-2002

{In milliuns of lats)
1996 1997 1908 1995 2000 2001 2002
Deec. Dec. 1/ Dec. Deec, Dec. Mar, Jun. Sep. Dee, Mar. Jun, Sep. Dec.

Broad money (M2X) 628 87 921 997 1,275 1,329 i,412 i,461 1,540 1,645 1,710 1,735 1,863
Currency held byApuhlic 264 113 340 377 428 426 443 458 485 472 483 502 543
Hnu&eh_nld deposits 67 96 118 121 194 204 225 246 2AR4 £l 115 34R an4
Enle.rpﬂse deposits ) 104 170 200 200 257 2Rl 294 23 295 323 340 338 377
Residents' FC deposits 2/ 153 272 264 298 197 418 454 464 474 544 552 547 339
Total deposits 364 518 583 £19 848 Y3 969 1,403 1,055 1,173 ,227 1,233 1,319
Net foreign assets (totat) 3/ 445 618 415 354 538 518 571 543 534 496 315 456 353
Convertible net int'l reserves 2/ 3/ 4/ 440 312 k1t 497 491 433 532 504 476 446 475 420 306
Monconvertible reserves 2/ 5 187 -86 -133 47 27 13 IR SR 50 40 36 13
Net domestic assets 3/ 183 252 508 633 737 809 B42 HR 1,006 1,14¢ 1319 1,278 1,309
Dorestic eredit 366 479 647 745 1,062 E,EIR 1,189 1,277 1,447 1,556 1,760 1,749 2,023
Credit to the non-government sector 207 364 577 665 909 996 1,078 1,170 1,368 1,448 1,715 {,680 1.868
Houpseholds 2 37 %3 o4 159 172 192 2{1 239 268 299 356 430
Enterprises 185 327 313 sH 751 825 887 959 1,129 1,150 1,436 1,324 1438
Government, net 160 115 70 80 153 122 111 1a7 79 108 94 69 155
Restructuring Bonds 53 24 24 6 Li] o o [ 0 0 0 1] L]
Other Credit to Government 107 91 46 74 153 122 111 107 70 108 94 &9 155
Other itetns, net 3/ -i83 =227 -140 -112 -325 -30% M7 -359 441 408 408 -471 =513

Memorandum Items: {Percentage change from previous quarter)
Broad money(M2X) 4.4 8.1 0.2 52 6.0 42 6.3 34 54 6.8 4.0 1.4 T4
Domestic credit 3z 12.0 10.3 88 171 5.2 6.4 14 13.3 7.5 4.4 N 156
Houeeholds -147 174 9.7 9.9 141 8.1 11.5 10.1 13.5 121 1.6 18.9 20,7
Enterprises 104 225 0.8 5.9 16.7 9.9 1.5 8.1 17.7 4.6 43 7.6 8.6
Govemment, net -8.6 =110 T05.0 118 0.3 -2).4 B =35 -26.2 36.4 -13.2 -26.4 124.6
Exchange rate (LVLAISS) Q0.356 590 0.569 0.583 0.613 0.631 0.639 0.619 (638 0.641 0.605 0.606 0.594

Total NFA (USSmn) 4/

Tolal 800 1,049 129 624 878 823 823 877 838 714 851 753 595
af which: comm. banks 3/ 172 315 86 274 -6 -63 -13 -83 -357 198 -349 -538 -7

Sources: Bank of Latvia and Fund staff estimates,

1/ New accounting charts became effective ia June 1997, Jeading to a bresk in the series.

2/ Ag of June 1997, residents’ foreign currency deposits aze deposits in alf currencies except lats. ] )

3/ Up to end-June 2000, NFA of commercial banks include equity in Latvian commercial banks that is owned by non-residents; thereafier, such equity is treated Jike domestic capital and capnured in "other items,
net”. As of end-December 2002, this equity amounts to LVL 154 million.

4/ In currencies of OECD countries, valued at current exchange rates.
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Table 30. Latvia: Enterprise and Household Deposits, 1996-2002
{In millions of lats)

1996 1997 1998 1999 2000 2001 2002
Dec. Dec. Dec. Dec. Dec. Mar Jun. Sep. Dec. Mat Jun. Sep.
Enterprise deposits 2348 1458 3539 360.5 437.6 4627 479.6 487.4 481.3 345.6 574.3 554.6
Commereial banks 23311 1376 349.5 334.5 420.6 4498 468.9 471.0 467.1 533.5 542.1 543.4
Latvian Savings Bank 1.7 8.2 4.4 6.0 17.0 [2.9 10.7 16.4 14.2 £2.1 322 12
Household deposits 129.4 192.8 2290 2594 410.0 44100 4894 516.2 574.9 628.3 654.5 G801
Commercial banks 794 132.5 157.5 190.0 3245 354.2 402.0 428.6 482.4 536.5 562.2 589.0
Latvian Savings Bank 50.0 60.3 715 094 B5.5 B5.E R74 R7.6 92.5 918 923 911
Total deposits from private sector 3642 538.6 582.9 619.9 8477 9027 990 1,006 1056.3 11739 1228 8 1234 .6
Commercial hanks 31235 470.1 507.0 544.4 745.2 804.0 B70.9 89%.6 9445 10700 11043 11323
Latvian Savings Bank 51.7 683 75.9 754 102.5 98.7 081 104.0 1047 103.9 124.% 1023
Memorandum ifem:
Share of entetprise deposits (in perceni) 84.5 £4.2 60.7 58.2 518 513 49.5 48.6 45.6 46,5 46.7 4.9
Share of foreign currency deposits {in percent) 529 50.5 45.4 48.2 46.8 463 46.9 46.3 45.0 46.4 45.0 444
- Enterprise deposits 55.6 50.8 434 445 413 182 196 399 384 40.7 40.7 30.1
Household deposits 48.1 499 43.3 533 5§27 537 54.0 522 50.4 51.2 428 48.7

Source; Bank of Latyia.
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Table 31. Latvia: Enterprise and Household Credits, 1996-2002

(In millions of Lats)
1996 1997 1998 1999 2000 2001 2002
Dec. Dec. Dec. Dec. Dec. Mar. Jun. Sep. Dec. Mar. Jun. Sep.
Enterprise credit 190.1 337.2 504.7 561.3 744.5 818.7 RRO.5 9518 L,1142 L1644 L1,2132 13059
Comrpercial banks 178.7 3235 485.7 - 5426 719.1 792.6 B850.7 9178  1,069.8 L1174 1,163.6 1,250.4
Latvian Savings Bank 114 13.7 19.0 187 254 26.1 298 34.0 444 47.0 49.6 555
Household credit 214 371 64.4 95.0 159.7 172.6 192.4 2120 2405 269.7 3012 31583
Commercial banks 163 304 549 829 145.2 158.2 1777 196.4 224.5 253.3 2846 3404
Latvian Savings Bank 5.1 6.7 95 12.1 145 144 14.7 156 160 16.4 16.6 179
"T'otal credit to private sector 2115 374.3 569.1 £56.3 904.2 9912 L0729  1,163.8  1,354.7 1,434.1 15144  1,664.2
Commercial banks 195.0 3539 540.6 625.5 8643 950.7 1,0284 1,1142 1,294.3 1,370.8 11,4482 1,590.8
Latvian Savings Bank 16.5 204 285 3038 399 40.5 44.5 49.6 60.4 63.3 66.2 73.4
Memorandum item;
Share of enterprise credits (in percent) 898 90.1 93.4 855 %23 82.6 82.1 81.8 822 812 £0.1 8.5
Share of foreign cumrency credits (in percent) 600 514 54.0 SR80 513 463 469 46.2 450 464 450 44.4
Enterprise credits 63.1 324 552 598 51.7 352 39.6 399 384 40.7 40.7 9.
Household credits 329 428 44,1 46.8 45.0 53.7 54.0 52.2 504 512 488 487

Source: Bank of Latvia,
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Table 32. Latvia: Sectoral, Currency, and Maturity Distribution of Credit, 1996-2002

{In percent of total}
1596 1997 1998 1999 2000 2001 2002
Dec. Dec. Dec, Dec. Dec. Mar. Jun. Sep. Dec, Mat, Jun, Sep. Dec.
Agriculture 7.5 5.7 7.2 7.1 6.2 58 5.8 58 4.6 4.6 48 50 4.7
Manufacturing 25.4 274 262 26.4 2246 208 19.7 198 1738 188 17.5 16.8 164
Electricity, gas, and water supply 9.2 37 1.6 3.8 5.4 4.9 4.6 55 3.5 5.8 55 6.2 6.5
Construction 7.6 iR 4.5 50 4.5 4.3 4.9 69 69 1.5 7.0 6.7 a.l
Trade 36 92 253 248 263 272 264 24.6 231 ne 230 220 219
Transport, storage, and commuaication 54 143 14.8 130 12.6 12.8 129 11.6 10.3 9.7 92 9.4 10,0
Financial intermediation i5 4.2 54 39 1.2 B.1 39 92 17.0 163 181 17.5 174
Other services 72 92 13.0 125 123 12.% 11.7 I16 10.7 87 87 10.0 140
(lther 2.7 25 2.4 As 28 33 5.1 50 4.1 a.] 62 6.4 30
Total 100.0 1000 100.0 100.0 100.0 100.0 1000 1000 1000 100.0 100.6 100.0 1000
In domestic currency 324 46.8 453 414 483 49.1 449 492 43140 424 44,1 449
In foreign curency &7.6 532 547 58.6 517 509 5.1 50.8 574 57.6 559 551
Euro - 7.8 186 . 17.9 18.0 210 254 287 KH 304
Uss - 794 2.6 T4.1 751 7L.5 67.1 &6.% 64.6 66.2 -
Short-term credits {up to 1 year) 445 444 329 28.2 219 221 209 224 203 12.8 1B.0 153

Source: Rank of Latvia,
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Table 33. Latvia: Banking System Indicators, 1997-2002

(In millions of 1ats)
1997 1968 1958 2000 2001 2002
Dec, Dec, Dec. Dec. Mar. Jun. Sap. Dec. Mar. Jun, Sep.
Tatal Assets
Bank of Latvja 658.5 741.7 §20.1 E12.5 B0E.9 884.8 Ba.4 979.6 1007.9 990.2 1051.2
Commercial banks and other V7718 17332 20013 28122 29761 31346 10540 33936 3647.2 37258 39073
credit institutions
Of which: trust assets 1569 1142 929 161.8 2983 aN&T 204.0 209.1 31e.l 412.9 4317
Six largest 7441 1044.0 1202.4 17540.3 18292 20965  2621.2 23R5.0 2559.8 263887 27337
Unibank 2224 300.0 333.1 464.2 467.6 504.1 566.3 597.0 645.9 a%e.% TalL.l
Parex 2046 327.2 419.6 549.3 a2 635.9 622.7 673.3 7594 7774 8448
Hansabank £3.8 148.8 2018 364.1 3846 474.5 454.9 554.5 590.6 606.7 5995
Rietumu . 184.9 156.8 1§9.6 150.6 176.3 228.2 2450 3195.5 320.7 235 3137
Latvian Savings Bank 591 106.4 106.3 153.0 150.2 173.3 150.1 159.0 145.4 170.4 150.6
Pirma 1/ 138.4 111.7 63.0 69.3 74.1 50.4 322 957 57.8 1i08 1240
Other commereial banks and 1027.7 6802 7604 449.0 9%5.0 1096.0 1013.2 1075.2 1141.3 1143.4 1229.7
eredit institutions
Of which
Merita Nardenhanken 2/ 254 46,5 5348 934 i08.5 99.1 115.9 129.3 1323 133.6
Credit Unions a3 0.5 07 L0 1.2 13 1.5 1.7 1.9 23 1.5
Capital and Reaerves
Bank of Latvia 36.6 47.2 471.2 52.0 6l.6 577 622 6i.6 732 78.0 83,6
Commercial banks and ather 219.6 1963 192.8 22832 2161 264.1 263.6 308.9 324.4 2453 365.%
ceedit institutions
Of which: trust assets
Six largest 877 106.0 107.0 144.7 155.2 177.4 187.2 213.0 217.8 2342 251.6
Ulnibank 33.2 329 37.0 447 472 50.2 536 56.2 592 623 65.7
Parex 340 38.1 40,7 473 408 523 552 579 8.7 62.0 68.4
Hansabank 6.6 11.2 18.2 30.4 L6 39.1 41.0 483 497 8.5 6l.6
Rietwmu 178 10.4 7.0 10.5 14.5 15.9 73 19.2 184 193 223
Latvian Savings Bank 55 4.1 4.1 5.0 5.0 9.0 9.1 2.6 1¢.0 10.0 10.5
Pirma 1/ 150 13.4 5.6 6.8 70 10.9 1.0 218 21.8 221 234
Other commercial banks and
credit ingtitutions 1319 20.3 5.8 g3.5 20,9 86.7 8.4 959 106.6 1tL1 114.3
Of which
Meriin Nordenbanken 2/ 53 33
Credil Unions 0.1 0.2 0.2 04 0.4 0.4 0.4 0.5 0.5 0.6 G.6

Source: Bank of Latvia,

£/ Until Octobear 1999, Riga Commercial Bank,
2/ Former Latvian Investment Bank {exctuded from other credit institutions until end 1997},



Tahle 34. Latvia: Structore of the Financial System, 1997-2002

1457 1998 1999 2500 2601 2003
i i . Qt [«7] 03
Nomber Millions Percent  Mumber Miltions Percert  Number Millions Percent  Number Millions  Percent Number Millions Porcert Number Millions Perrect Number Millions Percent Number Millions Percent
oflniz __of GDVP of hts _ of GDF oflex _of GLF sflits  of GDP of lats _of GDP of late  of G ofiae  of GGDP of lns _ nf(3OP
Assetu
Banla I/ . 31 1LEIs 516 77 16340 are 23 19610 103 Il 23,6990 621 12 34585 9 n 1493 760 27 3898 173 22 39610 7E2
Credis to the private exetor - I3 114 569.1 155 . 6563 168 w9042 208 . 13547 28 12340 194 o L5446 16642 928
Credig mians 5 03 .0 K 07 00 L] 0 10 17 18 an n L7 00 22 18 0.0 2] 13 0.0 i 23 0.0
Tnstitutional investars | 475 2 N w7 24 ET 3 25 37 18E 27 % 132 28 3 mos 2% 3F 1478 an M 1537 30
Tnsurenes comprnies I’ £7S 21 W Ms 24 7 936 24 25 M6E 25 2 NE9 24 7 17s 24 2 N9 14 N ImR 24
Life [ 159 85 g 203 05 LN a6 8 250 04 [ 275 0.8 & 0.6 6 189 (¥ 6 306 0.5
Nuntife W 5s 16 1 ¢4 LA 19 &3k 18 17 85 19 15 864 1% FLI T 13 15 %8 18 15 932 15
Pension fens (fird pillas) 2/ ] 04 0o 1 (1] 00 1 47 al Fi 71 02 4 142 02 4 113 1] 1 133 03 4 143 03
Trvestment funds o 00 o0 ] 09 00 [ 0o a0 k] 50 X 4 74 02 5 102 02 & 148 03 g 156 03
Broker - - . 13 1 an 24 2.2 [¥] 22 47 ol 29 - 26 "
Total capifal market capitafization
Stnc_k n.url_m capitalization . 137 LX) - 18337 51 - B 8.0 w3602 83 4346 w1 742 15 435.33 LY ] 421.65 E3
ﬁp!bi!ut:lm of government securities 3/ - - - 1327 34 ” 2550 59 " FLUN 52 24109 51 262869 53 2HE27 i3
Car of corp rhies 3 - - - s an WE 07 . 180 04 12 04 . 4 04 2135 04
Number of lisled companics 40 - 51 &4 R - € _ , 53 - 62 - . 63 - 62
Official li2 5 _ q q . i _ . 5 . 2 - 3 - k]
Second list 30 - - kil - 15 4 - - 1 10 . L} - H
Frae Jist 5 - 10 _ A0 " . 41 - 47 50 L1} 49
Cupitalization of curchunds 4/ 0.0 o 06 09 - 1355 35 1364 3.0 2480 52 2665 55 . 161814 53 2T.907 54
Total cupital market turnover . 5458 17 504 14 . 194 08 . 5565 128 . S3la no 9695 20 162,85 11 658 14
Bquities w489 15 S04 14 181 X3 . 1365 31 . 86D 18 481 a1 . 10T 04 3625 07
Bauity suctions 56 8.2 0.0 o0 - 65 02 319 07 173 [1¥] 0a 0o . 357 a7 no )
Detit szcurities 1 “ 00 oo 0.0 0.0 . LK o1 1844 53 4244 88 8943 18 . asal 09 3131 06
Debt muciions . 00 0.0 00 (Y] 0.5 ] EX] ol 37 0.1 271 a1 212 [\Y] 103 oo
Bond iisoes in internation| markets 174 L} 0 0d - 1381 15 00 00 13 24 0.0 00 o o0 o oo
Bevernmen - [:X] 2.0 7] 06 . 1Az 35 04 Y] 1136 14 (1] a0 - 0.0 80 [} oo
Private sechor . 174 a8 Do 0.0 . 0.0 ob 04 00 00 1 L} 08 0o -] ao oo
Drepusita with domestic barks . 10802 330 1,024 208 . 12910 33 ~ 1K666 429 23300 454 25660 527 26550 17 w 27050 513
af which- Tesidet 614.5 18.8 L 6498 18.1 - 64D 173 #9706 208 Li220 233 13270 252 13440 269 W 12890 154
Mamoyundim dlemr;
Current account balince v B L) w  IRDA -1 v 396 9.7 3810 59 4523 46 -324 28 1065 24 . 194 43
GDP YT a5 3,800 . w4813 . 1167 1276 - 1318

4,348

Sourcee Financial and Capitsl Market Commirsinn (FCMC); Riga Stnck Thchange; DataSiream; and Fund siaff pstimates.

1/ FCMC definition.

2/ lacludes the asiels uwpend By 2 pension fund in addition to the atsets of the pensian phans it halde.

# Nominal value.

4f Wiarket valuss refer to the Jast business day of the respective year and are converted into tais 3t the prevailing latweurn exclmoge maic an that day. The initial issues amownted to euro 225 mlllion in 1999 apd cvro 200 million in 2081.

S The gharp Increass it fmmuver in 2060 was dine ko the listing of government secwsitics at the studk exchange in 1999,
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Table 35. Latvia: Selected Financial Sector Indicators, 1996-2002

-38-

{In pereent, unless utherwise indicated)

1996 1997 1998 1999 2000 2001 2002
. @2 @& o A @ o o

Capital Adeguacy

Capital adequacy—risk-weighted average 1/ 245 210 170 164 143 160 150 150 142 149 141 140 131

Capital and reserves (in millions of lats) 149 220 196 193 228 236 164 266 308 324 345 365 334
Liguidity

Liquidity ratio 2/ 65,7 TI.0 365 429 442 394 357 30t 3240 33 3.2 HNE 398

Liquidity ratio (FCMC Definition) 3/ m.5 76.9 52.1 64.1 66.4 6135 70.2 658 65.5 66.0 649 6lL.6 621

Total reserves/total deposits 15.3 163 16.1 a.1 74 15.0 143 14,5 7.0 16.2 150 13.3 13.6

Excess rescrves/total reserves 129 188 193 19.8 T4 38 28 1.2 4.5 12 12 12 2.0
Asset quality

Nonperforming loans {in millions of lats) 51 50 53 43 52 44 43 46 49 47 42 42

Nonperforming loans (in percent of total loans) 21.0 10.0 6.0 6.2 4.5 1.4 34 a2 ] 23 2.8 23 2.0

Loan-loss provisioning/gross loans 25.1 7.4 4.3 4.2 29 KX 20 1.7 1.7 12 17 1.7 1.5

Loan-loss provisioning/noaperforming loans 710 TRD  BY9  BLY 832 B20 800 819 816 830 R0 955
Profitability

Return on equity 4/ 240 260 -129 112 186 150 170 160 19.0 153 145 156 164

Return on assets 10 30 1.0 1.6 1.4 13 1.2 1.5 14 13 1.4 1.5

Iocome from feesfiotal income 20.1 239 228 235 262 234 219 221 231 233 240 246 246
Loans and deposits

Loans/deposits 402 464 703 659 583 619 616 665 703 678 689 .6 692

Losrsitotal assets 237 297 43.4 43,4 40,3 41,8 40.8 44.7 473 470 479 483 481

Credit to nongovemment/GDP 5/ 6.6 98 148 158 196 230 225 247 262 o 30 3% 326

Nonresiden: deposits as a share of total deposits 414 423 371 418 519 482 514 485 519 522 499 523 543

MNominal interest rate spread &/ 10.5 57 79 83 7.3 3.6 5.6 56 42 60 76 6.5 46
Memorandum {rems:

Stack market index (DJRSE), level 7/ 2477 3459 980 8378 1392 1357 1411 1533 2004 1730 1729 1705 161.1

Stock market index (RICI), level 8/ 417.0 7411 1857 1708 174 158.0 1593 1454 1626 188.7 209.6 2044 2071

Stock tnarket capitalization/GDF 5/ 2.7 53 5.8 54 7.8 8.7 76 6.8 84 79 B6 8.0 73

Sources: Bank of Latvia and Financial and Capital Market Commission (FCMC).

1/ End-December valucs based on audited financial statements; utherwise, as reperted by banks,

2f Th liquidity ratio is defined as: {cash + claims on the central bank + claims on other credit institutions + fixed-income

govemment bonds - lizbilitics to the central bank - Lisbilitics to other credit institutions) / deposits.

3/ Liquid assets [vault cash + claims on the Bank of Latvia + claims on credit institutions + liquid securities]/current liabilities (with residual maturity up 1o 30
days). [liabilities 10 cradit institations + deposits + liabilities for issued debt sccuritics + cash in transit +other current liabilities + off-balance sheet liabililies].
4/ Return on equity is defined as the ratio of the value of bank-issucd cquity to profits.
5/ GDP is calculated nsing annualized quarter?y data.
&/ Commuereial hank lending-deposit spreads for 3-month average of 3-6 months' maturities.
7/ Dow Jones Riga Stock Exchangs Index (capitalizstion weighted), end-of-period data.

8/ Riga Stock Exchange Price lodex, ead-of-pariod daza.
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Table 36. Latvia: External Debt and Asscts, 1996-2002 1/

1996 1597 1998 1999 2000 2001 20802
Ql Q2 @
(Millimns of USS, end of period)
Total debt 2,091 2,756 3,098 3821 4714 5,570 5717 6,092 4,176
Tota)] assets 2,249 2,950 2,748 3,056 3,705 4,046 4225 4,461 4,530
Net position 157 194 -350 -763 <1009 -1,524 -1,492 1,631 -1,795
Short-term deht 2/ 1,280 1,821 1,838 2,344 2,818 3341 3,503 3875 3,830
Of which: nonresident deposita 527 944 432 1,240 1,824 2267 2434 2,537 2,736
Shart-term assets 1,967 2,483 2,144 2442 2,750 3214 3,349 3444 3518
Of which: reserve assets 7 825 882 913 219 1218 1,204 1,225 [,309
Net shart term position -628 =642 -306 9% a7 177 154 231 kv
excluding reserves 142 184 572 84 984 1345 1,357 1,456 1670
Public cxternal debt 3/ 475 387 482 708 s 35¢ 854 75 924
(Percent of GDP, end of perind),

Total daht 41.1 49,6 49§ 57.5 65.7 727 743 717 785
Total assets 44.2 511 41.6 46.0 5.7 52.8 54.9 36.9 56.4
Net position 31 5 -5.% 115 -14.1 -19.9 -19.4 -20.8 221
Short-term debt 2/ 249 323 30.2 35.2 393 43.6 45.5 46.8 47.8
G which: nonresident depasits 10.3 16.8 11.7 18.6 154 296 k1K 323 336
Shaort-term assets (including reserve assecis) 375 44.4 34.0 367 84 42.0 43.5 431.9 433
G which: reserve assets 152 14.9 14.0 13.7 128 159 15.7 i5.6 i6.1
Net shart tetrn position -122 -11.4 -5.0 -1.5 049 1.7 2.0 29 4.5
excluding reserves 28 33 9.4 12.2 138 17.6 17.6 18.6 206
Public external debt 3/ 9.2 69 7.6 10.6 98 112 11.1 11.2 1L4

(Ratio, end of pericd)
Gross Reserves of the Bank of Latvia

over shost-term debt 0.8 0.3 0s 04 0.3 0.4 03 0.3 0.3

excluding non-residents deposits 4/ 1.0 0. 0.9 0.9 6.9 11 1l il 11
{Basis points, end of peried)

Foreige currency long-tenn debt rating 5/ BBB BBB BHB EBB BBRB BBB BEB BBB+

Spraad of benchmark bonds &/ 184 94 68 70 79 H

Sources: Bank of Latvia; Ministry of Finance; DataStrearn and Pund Staff estimates.

1/ From Latvia's International Investment Position ([IP). Trust fimds are sxchided in 2000 and 2001.

2/ lochuding an estimate of lang-term debt in the Intemational Eavestment Position maturing within 8 yesr, Exchuding IMF,

3/ [IP data on govemment direct debt and the Treasury data on government issued grarantess (o forsign creditors).

4/ Time deposits, which have been recornded as short-term loans in the Intemational Investment Pasition since 2001, are also exchuded,

5/ 8&P. Rating mised in Augmst 20, 2002,

6/ End-of-period spread of 5-year Burubond issued in May 1999 above the rate on German Eurc-denominated bond maturing on July 15, 2004.
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Table 37. Latvia: Balance of Payments, 1996-2002

1996 1997 1998 1999 2000 2001 2002

{In millions of U S. dollars)

Current account balance 2280 =345 6350 -654 =493 =732 -639
excluding official iransfers -331 -378 732 -714 -529 =756 =104
"I'rade Balance -798 -848 -1130 -1027 -1058 -1351 -1444
Exports, f.0.b. 1488 1838 2011 1889 2058 2216 2576
Imports, f.0.b. -2286 -2686 -3141 2916 3116 -3567 -44020
Services, income and transfers balance 519 503 481 374 365 619 786
Of which:
Transport seclor, net 333 515 500 522 559 561 512
Travel, net 1/ -158 -133 -123 «151 -117 -105 -90
Interest, net 3 14 i2 -96 41 =60 -102
Other income 39 40 4] 41 66 103 147
Other services 9 -11 -80 =35 1 40 123
Current transfers, net 93 77 124 93 o8 78 260
Capital and financial account 537 381 615 781 548 999 723
Capital account ¢ 14 14 13 29 44 17
Financial account 537 347 600 To8 519 956 706
Foreign direct investment, net 379 515 303 331 401 170 388
FDI in Latvia - 382 321 357 347 410 177 39
Direct investment abroad -3 -6 =54 -17 -10 -7 -9
Porifolio and other investment, net 158 -168 298 438 118 786 318
Government, net 71 -17 43 225 27 184 =15
Tirrors and omissions 47 87 98 38 =27 47 -62
Overall balznce 102 63 1535 28 314 2
Memorandum items: (In percent of GDF)
Current account balance -3.5 4.1 -10.6 27 59 -9.6 78
Trade Balance -15.7 -15.0 -18.6 - -15.4 -14.8 -17.6 -172
Exports, f.o.b. 282 3246 33.0 284 288 28.9 30.6
Imports, f.0.b. -44.9 -47.6 -51.6 43.8 436 -46.6 47.8
Services, income and transfers balance 10.1 9.0 7.9 5.6 7.9 3.0 9.3

Sources; Bank of Latvia and Fund staff estimates.

1/ In 1996-98, olficial trave! exports data have been increased by 30 percent based on IMF technical assistance advice.



‘Table 38. Latvia: Fxports and Imports by Area and Courlry, 1996-2001
(Iry pereent of total unless otherwise mdicated)

Exparts Tinports
1996 1997 1998 1959 2000 2001 1996 1547 1958 1999 2000 2001

Total (in millions af lats) 795.2 9717 10689 10083 11313 12350 12982 15824 18813 17239 19339 22020
Tatal 1000 1006 1Go0 1000 1000 1000 1000 1000 1000 1004 1000 1000
Euvropeen Urion 44,7 ARQ 56.6 62.5 64.6 [ ] 493 532 433 54.5 324 528
CIs 35.8 295 190 120 %7 103 35.5 197 160 150 169 148
Ballics 1.1 117 1.9 122 2.8 138 120 124 129 13.7 134 14.8
Other 8.4 9.9 125 133 138 147 13.2 14.7 158 168 169 178
Tolal W00L 1000 1600 1000 1000 1000 as 10006 1600 1000 1600 1000
Furope, of which: 0933 025 ROR 904 901 90.0 93.5 93.4 bk ] 943 938 918
Delarus 11 32 240 1.7 12 18 1.7 12 1.7 29 34 kX:]
Belgim 1.0 1.2 11 1.4 13 1.3 18 15 232 15 1R 18
Denmark 37 39 51 61 5.8 58 39 15 3B 39 16 17
Estonia 37 42 43 47 53 57 5.7 6.0 6.6 641 62 6.3
Finland 24 15 21 16 1.9 23 9.2 5.7 935 a1 25 Bl
France 13 13 1.7 18 1% 1.9 15 21 26 32 3.0 2.4
Gumany 138 138 156 169 17.2 16.7 138 16.0 168 152 15.7 17.0
Taly 11 oo 18 17 1.5 19 27 33 36 37 37 41
Lithuania 7.4 75 7.4 75 7.6 21 63 64 63 73 16 8.5
The Netherlends 1.8 24 35 34 40 17 35 38 16 3g 3.4 33
Fulad 1.4 1.2 18 1.8 16 19 16 3z 1.5 4.4 18 50
Russian Federation 228 218 12.1 6.8 4.2 3.9 202 15.6 118 105 16 w2
Sweden 66 83 10.3 10.7 10X 9.6 7.9 7 12 12 6.7 &%
Ukraine 62 iy 25 235 2.4 1.7 26 2.0 19 11 1.3 14
United Kmygdom 1. 43 135 16.4 17.4 157 28 33 31 i3 27 24
Africa 15 08 18 06 23 2.0 al 0.1 01 01 al a1
Asia and Middle East, of whick: 44 11 51 2.2 2.1 35 25 27 34 31 il 2.9
China ol al nn 09 0D o1 01 0.2 0.4 0s 07 0%
Thuiland 00 a0 0.0 0.0 o0 0o 00 0.0 0.0 [ 0.1 01
Wentern Hemisphere, of whick 03 19 a1 55 51 4.1 3.8 kW 30 24 24 213
United States 0.7 1.4 29 53 33 26 2.1 23 2.0 210 20 19
Australia [ G.1 ols| Qi 0l 01 0l al 02 01 02 nl

Source: Central Statistical Burean of Latvia,
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Tuble 39. Latvia: Foreign Trade by Free Trade Agreement Countries, 1996-2001

Exports Imports
1996 1957 1998 1999 2000 200 1996 1987 19498 1999 2000 2001
(In thousands of lats)
‘Total 795,172 971,749 1,068,852 1,008,333 1,131,315 1,236,402 1,778,169 1,582,352 L,BEL285 1,723,931 1,933,935 2,201,565
BU 355,457 474,807 604,459 630,655 730956 765,287 625,465 841,225 1,03%,492 940,166 1,014,082 1,157,301
Czech Republic 1817 3425 3,346 3,511 5,972 5411 11,268 i5,113 25,570 21,016 24,259 31,246
Estonia 29,088 40,570 48,526 47,196 0,076 72,085 72,818 94,591 124,827 110,235 120,529 139,114
Lithuania 59,147 72,990 19,525 75,905 85,748 101,973 80,626 100,788 118,518 126,335 146,445 186,383
Siovakia 1,847 2,450 1,956 3,630 6,200 5,986 4,352 2,000 7,339 5,691 12,558 16,075
Slovenia 452 1,344 110 1,270 1,498 1,124 2,074 LB57 1966 3,811 3,826 5,047
Iceland 852 1,843 2,324 1,830 Loa? 4,434 (1K) 3 508 485 1,120 2,264
Norway 5274 5721 8237 8,192 $.421 17,681 17,467 23,738 25,049 29,599 21,634 27,695
Switzetland 2,787 5,260 4,868 4,825 4,327 4,208 11,518 21,972 28,871 36,685 34,025 38,304
Ukraine 49,066 37,809 3n,646 29,035 26,845 260,919 324671 32,306 35,350 19,321 26,014 a1, 169
Other countries 287,385 325,530 283,055 202,484 195,203 249,242 414,997 441,881 469,795 430,557 529,442 566,965
(In percent of tatal)
Total 100 100 100 100 100 160 100 100 150 e 100 100
EU A7 489 56.6 £2.5 64.6 612 492 5112 55.3 54.5 524 52.6
Czech Republic ik 0.4 0.3 0.3 0.5 a7 0.9 Lo L4 1.2 L3 1.4
Estonia 7 4.2 4.5 4.7 53 5.7 57 6.0 6.6 6.4 6.2 6.3
Lithuania 1.4 15 74 7.5 7.6 8.1 6.3 6.4 6.3 7.3 7.6 8.5
Slavakia 0.2 0.3 0.2 04 5 15 0.4 0.5 04 0.1 0.6 &7
Slovenia 0.1 ol 0.2 0.1 0.3 a1 0.2 0.1 0.1 2 0.2 0.2
Teetand 01 0.2 0.2 0.2 1.3 0.4 0.0 0.0 0.0 ®0 01 0.1
Narway 0.7 0.6 0.8 0.8 .8 L4 14 1.5 1.5 17 1.1 13
Switzadand 0.4 0.5 0.5 0.5 04 0.3 (B 1.4 L5 2.1 B 1.7
Ukraine 62 A5 9 29 24 | ) 26 2.0 L9 L1 1.3 i4
Diher comtries 361 kLR 265 20.1 173 198 125 27.9 250 250 27.4 258

Source: Central Statistical Buresn of Latvia.
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Table 40. Latvia: Commodity Structure of Foreign Trade, 1996-2001

- 43 -

(In percent of total)
1996 1997 1998 1999 2000 2001
Exports
Live animals and animal products (I} 46 37 i1 19 17 1.9
Vegetable products (II) 04 07 0.6 0.6 0.5 1.1
Animal, vegetable fats and oils (1T} 0.1 0.1 0.4 02 0.1 0.0
TFood, drinks and tobacco (IV}) 11.8 10.1 6.7 38 LR 58
Mitieral produets (V) 2.6 1.5 123 33 27 17
Chemicals (VI) 6.7 6.5 5.8 6.1 64 6.3
Plastics and rubber products (VII) 0.9 1.0 1.3 1.1 12 1.3
Hide, skin and leather (VIIT) 1.4 1.1 0.8 a7 0.8 0.8
Wood and wood products (IX) 244 29.7 33.5 373 37.4 34.0
Pulp and paper products (X} 22 2.6 29 2.6 2.2 27
Textiles and textile articles {XI} 16.9 156 16.1 15.4 14.0 141
Footwear; feather'down products (XII} 0.6 0.8 0.6 0.3 0.2 0.2
Stone, cement and ceramic products (XIII) 1.9 1.7 1.9 20 1.9 19
Precious metals (XIV} 03 0.5 0.3 04 0.4 0.4
Base metals and base metals products (XV) 7.0 8.3 938 11.5 13.4 12.7
Machinery and electrical equipment (XVI) 97 9.0 6.8 49 55 6.4
Transport vehicles and parts; vessels (VI 4.1 2.1 1.6 14 14 24
Optical equipment and musical instraments (XVII} 03 0.4 0.6 09 1.1 0.7
Arms and ammunition (XIX} q.0 0.1 0.0 0.0 .0 0.0
Furniture; miscellaneons mannfactured goods (XX) 4.0 42 48 5.4 53 57
Works of art and antiques (3ZXI) 0.0 0.0 0.0 0.0 0.0 a.o
Other goods 0.1 0.1 .1 0.2 03 0.3
Total 10¢.0 100.0 100.0 100.0 100.0 100.0
Imports
Live animals and animal products (I) 2.0 24 1.9 1.6 19 24
Vegetable produets () 4.4 3.5 3.2 3.5 4.0 33
Animal, vegetahle fats and oils (I1T) 0.9 1.1 1.1 1.1 0.9 0.9
Food, drinks and tobaceo (TV) 6.1 6.9 7.1 6.7 6.0 6.2
Mineral products (V) 222 14.0 10.5 11.4 12.9 111
Chemicals (VI} 11.0 10.9 11.1 12.0 10.6 10.5
Plastics and rubber products (V1I) 39 4.3 4.4 4.4 4.6 47
Hide, skin and leather (VIII) 04 0.5 0.4 0.4 04 0.4
‘Weod and woeod products (IX) 0.5 07 0.8 1.1 1.2 13
Pulp and paper products (X} 4.5 4.5 4.2 42 43 4.2
Textiles and textile articles (XTI} 8.0 73 7.8 79 76 14
Footwear; feather/down products (XII} 0.7 08 038 08 0.8 0.8
Stone, cement and ceramie products (XIE) 1.9 23 23 2.4 2.5 2.5
Precious metals {XTV) 0.1 0.3 0.2 0.4 0.2 0.3
Base metals and base metals products {XV) 6.4 8.0 24 7.0 B4 8.3
Machinery and electrical equipment (XVI) 16.8 193 20.5 22.0 207 211
Transport vehicles and parts; vessels (XVII) 59 83 10.4 8.3 7.8 9.4
Optical equipment and musical instruments XV I} 2.2 20 23 24 2.4 2.2
Arms and ammunition (XIX) 0.1 0.1 0.1 0.0 0.1 0.1
Fumiture; miscellaneous manufactured goods (XX) 2.0 23 2.5 2.6 P 29
Works of art and antiques (32X{I) 0.0 o0 040 0.0 0.0 0.0
Other goods 0.0 0.0 0.0 0.0 0.0 00
Total 100.0 100.0 100.0 160.0 100.0 100.0

Socurce: Latvian authorities,



-44 -

Table 41. Latvia: Oil- and Gas-related Exports and Imports of Goods and Non-factor Services (Values), 1997-2002
{In million of lats, unless otherwise indicated}

1997 1998 1959 2000 2001 2002
Hi
Net exports of minera! fuels and oils -179.4 -160.5 -129.6 -187.7 -1937 -824
Of which:
Ol and ail based fuels -122.5 -105.9 -84.3 -138.1
Natural gas -60.0 -59.6 -50.9 -584 614 -30.8
Exports of mineral fuels and oils 10.2 17.3 278 269 124 78
Of which:
Ol and oil based fuels 1.0 123 216 18.1
Natural gas
Impotts of mineral fuels and oils 189.6 177.8 1574 214.6 206.1 90.2
Of which:
0il and oil based fuels 129.6 118.2 106.5 1562

Natural gas 60.0 596 50.9 384 014 30.8

Source: Latvian authorities.



Table 42, Latvia: Oil- and Gas-related Exports and Imports of Goods and Non-factor Services (Volumes), 1997-2002
(Thousand of tonnes, unless otherwise specified)

1997 1998 1999 2000 2001 2002
H1

Exports of mineral fuels and oils 216 412 484 494 452 306

Of which: il and o0il based fuels 64 124 185 110
Imports of mincral fuels and oils 1,738 1,B68 1,490 1,243 1,222 538
Of which:

Qil and oil based fucls 1,469 1,585 1,166 949

Natural gas 1/ 1318 1,382 1,290 1,246

Source; Latvian authorities.

1/ In millions of cubic meters; from 2009, in terajoules.

-Sv-



- 46 -

Table 43. Latvia: Manufacturing Real Output Production, Employment, and Wages, 1996-2002
{Year-on-year percentage change)

Real Output  Manufacturing Labor Average Exchange Rate  US$ Unit Labar US$ Unit Labor Latvian US$ Unit
Employment  Productivity /1 Gruss Wage Lats/USS CostsinLatvia /2 Costs in Advanced Labor Costs Relative
Eccnomy Trading to Advanced
Pariners /3 Economy Trading
Partners /4
1996 4.1 -0.8 5.0 13.6 4.4 .7 2.3 1.4
1957 17.1 -29 206 222 5.5 -39 -840 3.5
1998 4.0 06 4 53 L5 0.3 -1 L7
1959 =59 76 L.B 21 -3 1.0 -33 4.5
2000 6.8 23 4.4 26 6 -5.2 122 8.1
2001 9.5 1.6 717 55 35 -5.4 -4,1 -1.3
1956
QL 10.8 54 1.2 10.1 1.7 <1.6 74 -14.0
Q2 54 -3l B.B 15.0 8.1 -2.2 0.8 -2.9
Q3 54 -1.9 1.4 16.5 45 38 1.6 2.2
Q4 -18 08 4.6 13.9 34 154 -0.5 159
1997
Ql 8.2 15 6.7 20.5 51 .4 -1.6 156.2
Q2 153 09 143 20.9 4.7 1.0 =11 B.8
Q3 169 23 14.3 20.0 6.5 -1.4 <117 11.6
M4 276 -1.7 29.7 23.6 5.6 -0.8 9.5 0.2
1998
Q1 21.6 39 178 11.9 35 -1.6 1.0 -0.6
Q2 128 s 8.7 7.4 3.2 -42 =33 -0.9
Q3 0.4 1.0 -0.6 4.4 1.8 3.2 1.5 1.7
Q4 -14.8 -6.3 9.2 -1.2 2.3 11.2 18 7.2
1992
Q1 -13.6 -89 =32 0.5 -2.5 88 4.0 4.5
Q2 -134 9.8 -4.0 038 0.6 5.6 2.3 3.1
Q3 -1.6 -8.5 7.6 1.8 -14 -4,1 4.8 08
Q4 7.1 -2.8 0.2 51 L5 -5.8 9.6 4.1
2000
Q1 71 -0.8 B.Q 4.3 21 -5.0 -9.6 5.1
Q2 77 1.4 6.2 1.7 8] 5.7 -10.8 58
Q3 4.0 31 0.8 25 38 2.t -13.1 i28
Q4 83 57 25 1.4 7.1 =17 -15.6 94
2001
Q1 11.6 3.6 .7 39 4.7 -1.9 -B.4 0.6
Q2 10.6 2.4 8.1 49 5.2 -7.7 -7.2 -0.6
Q3 9.9 0.9 4.0 72 3.1 -4.5 -1.9 -2.7
Q4 60 -0.3 6.3 6.l 13 -l14 2.0 -33
2002
Q1 9 0.4 33 33 3.5 -3.2 -3.4 0.2
Q2 79 0.1 7.8 6.3 -1.2 0.2 5.6 5.5
Q3 83 . 06 7.7 27 4.1 -0.5 11.0 -10.3

Sources: Latvian authetities and Fand staff estimates.

1/ Defined as real putput per employee.

2/ Defined as average gross wage over labor productivity expressed in USS terms,

3/ From IMF database with trade weights calculated by Staff.

4 Defined as Latvian unil labor costs over unit labor costs in advanced economy trading partners.
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Table 44, Latvia; Real and Nominal Effective Exchange Rates, 1996-2002
(Index 2000=1012, period average; /1

15 must important trading partnens /2 Westem trading partners /2 Ruesia /2
Real Nomtinal Real Nominal Real Nominal
1956 74 &0 15 84 55 20
1997 7% 5 §4 a8 55 21
1994 24 &9 &6 38 7t 36
1999 95 9 62 92 106 71
2004 100 100 100 100 100 o0
2001 97 102 a1 101 84 nn
2002 94 101 98 98 a1 109
1994
qQl 93 36 -1 19 1140 s
[17) 95 - g1 a1 106 89
Q 96 94 g2 93 103 51
24 98 B 95 94 107 93
20889
Q1 9 97 97 96 110 104
Q2 109 9% 99 93 104 101
2] 199 101 101 | 56 o8
o4 1a1 103 103 io3 90 97
2601
21 97 il B 59 BT ¥
Q2 a7 102 102 102 83 99
[ x) o8 162 162 102 43 100
34 97 m 162 101 82 102
2002
1 98 102 101 161 % 104
Q2 94 102 k' 99 B0 108
Q3 91 101 96 96 82 113
Q4 93 100 95 95 82 114
2008
January 9% 96 96 95 m 104
February 9% 97 97 96 m 104
March 9% 98 L] 97 108 103
April 100 9% 9 98 108 103
May 101 160 101 o 103 100
June 9% ¥ 9% 98 161 101
Taly 9% " byl -1 98 99
August 100 1M m 1 6 98
Septemher 101 103 m 103 92 7
Dctober 102 104 104 145 91 97
November in 104 104 105 90 o6
December 99 LI 101 101 9k 97
2001
Javmary a7 plut] 93 9 89 9%
February 97 101 9 o a7 100
March 97 Loy} 99 100 85 ol
Apdl 97 101 190 101 24 9
May 97 102 192 102 8 99
June 98 103 194 104 82 a8
July 98 103 103 103 B2 99
August 98 102 101 101 84 101
September 9 102 162 101 a5 102
October 28 02 101 101 a3 102
Noven:ber 98 103 102 102 82 102
December 97 102 102 101 a2 102
2002
January 25 102 101 101 &0 103
Febroary 9% 102 101 101 v 103
March 26 102 101 103 7% 105
April 95 102 100 100 7 105
May 94 102 9 ) 7 107
June 9 1 97 97 80 116
July 93 1o 9 96 82 13
Augnat 23 m 96 97 82 112
Septernber %4 101 96 96 2 113
Ogiober 23 100 96 a4 82 112
November 93 100 96 96 B2 114
December 92 99 94 94 82 115

Sources: IMF [Intemational Financial Statistics and Direction of Trade Staustics.

1¢ An increass in fhe index correspands to an appreciation aof (he lats,

2 Trade weights reflect the sverage share of both exports wnd imports, 1996-2000.
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Table 45. Latvia: Accumulated Foreign Direct Investment by Country of Origin, 1996-2001

1996 1997 1998 1999 2000 2001
Total 100.0 100.0 100.0 100.0 100.0 100.0
EU, of which : 33.9 49,7 52.3 53.0 54.8 353
Germany 47 g8 8.6 28 12.7 127
Denmark 263 I8.1 151 14.3 14.0 11.7
Finland 27 2.9 4.6 5.3 54 5.2
TUnited Kingdom 73 6.0 7.3 7.7 6.6 5.8
Ireland 32 4.8 53 4.1 2.1 2.3
Netherlands 1.3 2.1 2.5 3.0 3.0 31
Sweden 4.4 48 6.7 8.6 102 133
Baltic States 1.6 4.1 41 5.6 6.4 6.2
Estonia 14 40 3.9 52 6.1 58
Lithuaria 0.2 0.1 0.2 .4 0.4 0.4
CIS 14.4 0.2 8.2 82 78 6.9
Russia 135 9.5 8.6 7.6 73 62
Other main partners 19.8 253 257 228 221 213
Norway 0.4 0.2 4.0 3.8 4.1 5.4
Switzerland 3.9 29 23 1.1 1.9 22
Singapore .1 81 2.8 23 2.1 1.6
United States 10.9 10.4 10.7 10.3 93 83
Isle of Man 02 0.1 2.6 2.1 1.8 1.5
Liechtenstein 17 1.4 1.3 1.5 1.3 1.1
Liberia 2.6 22 1.¢ 1.7 1.5 1.2
Other 10.3 10.7 8.7 10.4 8.8 10.3
Memarandum items:
Foreign direct investment (in millions of U.8. dollars) 381.7 5211 356.7 347.5 400.5 169.8
Current account, millions of 11.8. dollars -215.0 -287.5 -5954 -033.6 -493.4 -732.1
FDI in percent of current account defieit 136.6 151.0 34.9 53.2 81.2 232
FDI in percent of GDP 7.5 9.3 5.9 5.2 5.6 22

Sources: Investment in Latvia, Quarterly Bulletin and Central Statistical Burean of Latvia.
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Table 46. Latvia; Accumulated Foreign Direct Investment by Kind of Activity, 1996-2001

1996 1997 1998 1999 2000 2001
(In percent of total)

Total 100.0 100.0 100.0 100.0 100.0 100.0
Agriculture, hunting and forestry 0.1 0.1 0.2 0.2 0.4 0.4
Fishing 0.0 0.1 0.6 0.5 .5 0.0
Industry 17.4 247 19.7 21.1 21.8 22.0

of which: Manufacturing 17.1 22.8 17.7 17.9 180 17.3
Construction 0.7 0.3 0.3 0.4 0.4 0.3
Retail Trade 9.2 13.2 16.2 16.5 16.9 154
Hotels and restaurants 2.0 1.5 1.3 1.4 1.8 14
Transportation and Communication 451 338 30.0 257 239 19.1
Financial intermediation 16.9 20.1 238 21.5 225 17.9
Real estate and renting 24 2.0 4.7 g3 8.4 17.3
Public administration and defense 0.0 0.0 0.0 0.0 0.0 0.1
Education 0.1 0.1 0.1 0.1 0.1 0.0
Health and social work 1.1 0.8 0.6 0.5 0.4 0.3
Other community activities 0.4 0.2 0.2 0.3 03 04
Other 4.5 3.2 24 3.4 26 54

Sources: Investment in Latvia, Quarterly Bulletin

and Central Statistical Bureau of Latvia.
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I. TAX SUMMARY
(as of January 1, 2003)

A. Taxes on Income and Property
The Corporate Income Tax

Nature of the tax

1. The Law on the Corporate Income Tax replaced the Law on the Profit Tax effective
April 1, 1995. Together with the Law on the Personal Income Tax, the law forms a unified
system of taxation on all types of income in Latvia unless otherwise stipulated by acts of
legislation. The tax applies both to residents and permanent establishments of nonresidents.
Taxable income is defined as the annual profit (loss) as determined in the profit and loss
statement under the Law on Annual Reports of Enterprises or the Law on Credit Institutions
or the Law on Insurance Companies and their Supervision, adjusted according to provisions
of the Law. The annual depreciation amount for fixed assets is set at twice the depreciation
rate under the law (rates between 5 percent and 35 percent) multiplied by the remaining
balance. Tax losses can be carried forward for five years. The thin capitalization rules limit
the amount of interest payments that can be deducted in any year, and the transfer pricing
rule is applied to cross-border transactions between Latvian residents and nonresidents.
Amendments to the corporate income tax law were introduced in 1997, allowing the transfer
of losses between members of an enterprise group. By the later amendments the period for
carry forward of losses is set at twice of standard period for enterprises that are registered and
operating in a specially supportable region (since 1998), and for enterprises that are engaged
in oil research and extraction works (since 2000).

Tax rates

2. The standard tax rate was reduced from 235 percent to 22 percent with effect from
January 1, 2002, and to 19 percent with effect from January 1, 2003. There are withholding
rates of 5-15 percent on income paid to non-residents including the rate of 10 percent that is
applying to interest payments in the case when the payer and recipient are associate
enterprises, and dividends. Tax credits apply to charitable deductions, small enterprises,
enterprises that use prisoner labor, income from agricultural activity, enterprises producing
high technology products and software, big investment projects and on tax paid in foreign
countries as well. Small enterprises are defined as those satisfying requirements on the value
of fixed assets, net tumover, or the number of employees. From January 1, 2002, and under
certain conditions, a tonnage tax regime applies to shipping companies that operate ships for
international carriage.

Tax exemptions

3. Exempt entities include nonprofit organizations and enterprises run by associations
for the handicapped, charities, and health-care foundations. Amendments to the Law On
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Foreign Investments in the Republic of Latvia introduced in 1995 abolish the tax holidays for
enterprises with foreign capital.

The Personal Income Tax (PIT)

Nature of the tax

4, The personal income tax is assessed on salary, income from self-employment,
pensiorn, property income, as well as on all other remuneration, bonuses, compensation for
unused vacation time, and all other kinds of payments which have not been exempted from
the income tax. Tax levied on salaries and wages is withheld at source. Taxpayers must file
an annual income return by April 1 of the year following the taxation year. Individuals whose
only income is employment income and from whom income tax is withheld do not submit
returns.

Tax rates

5. The tax rate is 25 percent of taxable income.

Exemptions and deductions

6. The income tax is imposed on taxpayers' income for the taxation (calendar) year,
except for nontaxable activities. The following are deducted from taxpayer income: (a) a
nontaxable minimum (LVL 21/month effective January 1, 1997), (b) a deduction for each
dependent (LVL 10.50/month effective January 1, 1997); (¢) state social insurance
contributions; (d) contributions into private pension funds and life insurance (with saving
component) premiums together not exceeding 10 percent from the person’s annual taxable
income; (€) expenses for the education and health care of the taxpayer or family members; -
(f) donations to charity; and (g) benefits for handicapped or politically repressed persons or
members of the movement of national opposition.

7. Income tax is not assessed on; agricultural income of individual farmers if it does not
exceed LVL 3,000; dividends or business profits subject to the Corporate Income Tax;
interest income; social benefits from the budget including unemployment compensation and
social maintenance, except for temporary sickness payments; scholarships; child support;
alimony; compensation for damages for disability caused by the bodily injury or due to other
health harm, as well as for loss of supporter; insurance compensation and payments; income
from the sale of private property.

Social Insurance Contributions

Nature of the tax

8. The social insurance contribution is imposed on salaries, wages, fees, royalties and
other remuneration and rewards for work.
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Tax rates

9. According to the provisions of the Law On State Social Insurance the tax rate is 33
percent plus 0.09 percent from taxable object, effective January 1, 2003. The previous total
rate had been from 35.09 percent.

10.  The proportions to be paid by an employer and an employee since 2003 is 24.09: 9,
with the exception that the rate for insurance against work injuries and occupational diseases
can change every year. Previously, the proportion was 26.09:9.

Exemptions

11.  The social insurance contribution is not assessed on: income from property,
dividends, interest payments, and other income not related to employment.

Real Estate Tax

Nature of the tax

12.  The law On Real Estate Tax replaced the law On Land Tax in 1998 and the law On
Property Tax in 2000. The tax is paid directly to the respective village, town or city budget.

Tax rates

13.  Thereal estate tax is 1 percent of the cadastral value of real estate. During the
transition period until December 31, 2003, the tax rate will be 1.5 percent of land cadastral
value and book value or inventory value for buildings and constructions.

Exemptions and deductions

Exemptions

14.  The following are exempt from the real estate tax:

e real estate owned by local government located in its administrative territory and used by
the local government or its institutions or financed by the budget of local authority;

e real estate owned by foreign countries and used as diplomatic and consular
representatives on the basis of reciprocity;

¢ public roads, streets, air and water navigation buildings, public waters;

s real estate owned by religious organization and used for religious purposes;

o land on which an economic activity has been prohibited;
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e historical buildings and monuments of Latvian culture and land for their maintenance,
except dwelling houses and land for their maintenance, as well as real estate used for
economic activities;
land which is occupied by newly planted forest;
public recreation centers, sports grounds and buildings as well as land under them;
individual dwelling houses and privately owned apartment in an apartment houses if they
are not commercially used up to December 31, 2003;

 buildings in cemeteries, funeral constructions, crematorium and land for their
maintenance;

e rcal estate that is indictable to the central or local government and which is not assigned
for application or rent;

Until December 31, 2003 the following buildings and constructions are exempt:

not used for an economic activities;

post and telecommunication offices in rural areas;

communication lines, local pipelines and cables;

dwelling-houses or their parts which are rented or used for living;

those used only for agricultural activities;

those maintained from the budgetary resources,

those used for the purpose of health service (care), sports, educational and cuitural needs;
those used for the purpose of environmental protection;

those owned by public organizations and their enterprises according to the list of
organizations approved by the Parliament;

Local governments may reduce the tax for the certain groups of taxpayers in accordance with
their own judgments.

15.  The law provides tax relief of 50% for politically repressed persons who own or
possess land and individual dwelling houses at least for 5 years and do not use them for
econormic activities. Tax relief is provided for special economic zones enterprises in the
special economic zones,

The Property tax has been abolished.

B. Taxes on Goods and Services

Value-Added Tax

Nature of the tax

16.  This is a tax on value added, which uses the credit system and is levied on goods and
services at the manufacturing/import, wholesale, and retail stages. The law became effective
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on May 1, 1995 and replaced the old law on Turnover Tax, which had been administered as a
VAT.

Tax rates

17.  The standard tax rate is 18 percent of the taxable value of supplies of goods, provision
of services, and import supplies. A tax rate of zero applies to exports, international
transportation and services connected with export supplies of goods and interational
transportation. A reduced tax rate of 9% that is introduced from 1 January, 2003 is applied to
supplies of the following goods and services:

s veterinary services as well as supplies of veterinary medicine and veterinary medical
products;

special food for infants;

supplies of mass media;

accommodation provided by hotels and similar establishments;

supplies of water;

sewerage services;

collection, transportation and disposal services for household waste.

Exemptions

18.  The VAT is not charged on: educational services; school books, educational and
scientific literature, and certain Latvian language literature; public library services; scientific
research; services of nursing homes, fee for children attending pre-school institutions;
banking, financial and insurance services; betting, lotteries and other types of gambling; used
real estate sales (including land) and apartment rent payments by individuals; the
maintenance and management services of a dwelling houses according with a dwelling house
management agreement; heating supplied to individuals (up to December 31, 2004); movies
(except video), visits to theatres, concerts, museums, exhibitions, cultural and sporting
events, etc,; certain approved medical goods supplies and medical services (up to December .
31, 2003); supply of human organs, mother’s milk and human blood; funerals and religious
services; foreign non-refundable shipments of technical aid; consular services; certain
services provided by co-operative societies to the participants of these companies; fire-
fighting services; supplies of imported goods not subject to customs duties; certain approved
fixed assets; catering in penitentiaries; state postal services; tuition for unemployed persons’
professional training organized by the State Employment Service; works of art brought in to
supplement museum reserves; school students transportation financed from the municipality
budgets.
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Excise tax

Nature of the tax

19.  Tax is paid when excise goods are imported into the customs territory of the Republic
of Latvia for release in free circulation or when excise goods are taken out from the excise
goods warehouse for consumption on the internal market. The tax for excise goods that are
marked with excise tax stamps (alcoholic drinks and cigarettes) are paid for received tax
stamps.

20.  Taxpayers are importers of excise goods and keepers of excise tax warehouses. An
excise goods warehouse is a territory where it is allowed to produce, store, process, receive
and consign excise goods applying suspended tax payment procedure. Suspended tax
payment procedure for alcoholic beverages, tobacco products and mineral oils may be
applied only when a guarantee is submitted.

Tax rates

Unit tax (LVL) or
general rate
(in percent of price)
Item to be taxed

1. Alcoholic beverages:

Wine and other fermented products (per 100 liters) LVL 30
Intermediate products (up to 15%, per 100 liters) LVL 42
Intermediate products (above 15% and up to 22%, per 100 liters) LVL70
Alcohol and other alcoholic drinks

(per 100 liters of absolute alcohol) LVL 550
Beer:

above 0.5% and up to 2.8% (per 1 hectoliter) LVL 3.30
above 2.8% and up to 4% (per 1 hectoliter) LVL 4.70
above 4% and up to 5.5% (per 1 hectoliter) LVL 6.40
above 5.5% and up to 7% (per 1 hectoliter) LVL 8.10
above 7% (per 1 hectoliter) LVL 42.00

2. Tobacco products;

Fine cut smoking tobacco for rolling cigareties (per 1,000 grams) LVL 12.20
Other smoking tobacco (per 1,000 grams) LVL 9.70
Cigarettes with filter (per 1000 cigarettes) LVL 5.80
Cigarettes without filter (per 1000 cigarettes) LVL 6.10



Cigars and cigarillos (per 1000 units)
3. Other goods:

Passenger cars (depending on age)
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LVL 11.00

LVL 75-250

25% of tax rate on cars

Motorcycles (depending on age)

Coffee (per 100 kilograms}

Soft drinks (per 100 liters)

4, The excise tax schedule for mineral oils is as follows:

o unleaded petrol, its substitutes and components per 1000 liters

0 unleaded petrol, its substitutes and components per 1000 liters
with addition of ethanol

o leaded petrol, its substitutes and components per 1000 liters

o leaded petrol, its substitutes and components per 1000 liters with
addition of ethanol

o gas oil, kerosene and heavy fuel oil (light), their substitution and
components per 1000 liters
oheavy fuel oil (heating oil), its substitutes and components, per

1000 kilograms
ooil gases and other gaseous hydrocarbons, except natural gas, per

1000 kilograms
Exemptions
Excise tax is not imposed on following goods:
1. Alcoholic beverages:

denatured alcoholic beverages;

alcoholic beverages lost due to unsurpassable forces;

research works;
o alcohol used for production of vinegar;

LVL 50

LVL2

LVL 160
LVL 130

LVL 210
LVL 180
For heating
purpose
LVL 1060 LVL 13
LVL7

LVL 50

alcoholic beverages used for the determination of alcoholic drink quality;

alcohol for the needs of medicine, veterinary medicine, pharmaceutical industry and
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alcohol filled in chocolate products or other food products within a limit — 8.5 liters of

pure alcohol per 100 kg of chocolate products or 5 liters of pure alcohol in other food

products;

alcohol used for the production of flavors for foodstuffs or non-alcoholic beverages with

an alcohol strength not exceeding 1,2% vol.;

wine, fermented drinks or beer produced by a natural person for self-consumption;

alcoholic beverages imported by natural person for personal consumption:

1) up to 2 liters of still wine,

2) up to 2 liters of intermediate products, fermented products, sparkling wine or up to
1 liter of other alcoholic beverages,

3) up to 5 liters of beer,

Tobacco products:

denatured tobacco products;

tobacco products used for the determination of tobacco article quality;
losses caused by unsurpassable forces;

tobacco products imported by natural person for personal consumption:
1) up to 200 cigarettes,

2) up to 20 cigars or cigarillos,

3) up to 200 grams of smoking tobacco.

Mineral oils:

mineral oils, which are used for the supply of air traffic means and sea transport;

mineral oils that are used as raw material in the technological process of production,

oil gases and other gaseous hydrocarbons that are used as heating or are used in gas ovens
and other equipment (other than fuel);

for producers of agricultural products the excise tax shall be refunded, calculating 100
liters of gas oil for a calendar year per each hectare of land used for agricultural purposes;
excise tax on heavy fuel oil shall be refunded to the legal persons using heavy fuel oil as
a heating fuel.

Other excise goods:

cars and motorcycles older then 25 years;

cars and motorcycles which are exempted from custom tax and value added tax;

cars with electrical engine;

special cars (ambulance cars, caravans, hearses)

soft drinks and coffee used for the determination of quality of soft drinks and coffee;
losses of soft drinks and coffee caused by unsurpassable forces;

up to 12 liters of soft drinks imported by natural person for persenal consumption;
up to 1 kilogram of coffee imported by natural person for personal consumption;
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» soft drinks made by natural person for self-consumption;
* non-packaged beverages which are prepared at a public catering undertaking for
consumption at this public catering.

C. Other Taxes
Tax on Natural Resources

Nature of the Tax

21.  The law on Natural Resources Tax effective January 1, 1996 is paid by all natural and
legal persons who obtain natural resources in the territory of Latvia (or continental shelf), or
pollute the environment, or sell self-produced or imported goods that are dangerous to the
environment or sell reusable packaging as well. A permit is required for some of these
activities.

22.  The tax on acquisition of natural resources and environmental pollution is calculated
on a per unit basis for each unit of natural resources or pollutant. For imports of goods
dangerous to the environment, the tax is calculated in lats and levied per unitor as a
percentage of the total value at customs including an irnport duty if applicable. The tax on the
sale of self-produced goods dangerous to the environment is calculated in lats and levied per
unit or as a percentage of the selling price, net of excise tax and VAT.

23.  The tax on natural resources is paid into a special state budget of environmental
protection and into special local government budgets of environmental protection in the
territory from where the resource originates.



Latvia: Summary Overview of the Trade System, 2003

Trade policy instrument

Status as at April 1,2003

1. Impost customs tariffs

Ad valorem tariff rate for final non-agricultural goods:
Basic rate:
MFEN rate:
Tariff rates {ad valorem and some specific) for agricultural goods:
Basic rate:
MFN rate:

2. Goods subject to specific import tariffs:
3. Goods subject to quantitative restrictions:

4. Gpods subject to import licensing:

5. Anti-dumping and countervailing provisions:

6. Customs valuation of goods:
7. Goods subject to export duties:

8. Goods subject to export quotas:

There are 13 tiers of ad valorem rates of the basic tariffs, ranging from zero
to 75 percent (0, 1, 2, 5, 6, 10, 20, 25, 30, 35, 40, 55 end 75 percent).

Simple average of 3,92 percent, with 1 percent the most common rate.
Simple average of 2,47 percent.

Simple average of 18,13 percent.

Simple average of 12,61 percent and a production-weighted average of
34,70 percent,

Sugar and cigarettes.

..69_

None.

Nondiscriminatory and in accordance with WTO requircments. For health
and related reasons, import licenses for some goods are issued by a
designated authority. Except for weapons, explosives and fuels, licensing
is virtually automatic. The processing period for applications is no more
than 10 working days and fees reflect processing costs.

Broadly consistent with WTO pravisions; new anti-dumping Jaw fully
consistent with WTO provisions took effect Juty 1, 2000.

In accordance with GATT/WTO, utilizing the transaction value.
Mone.

None.

Sources: Information supplied by the authorities.
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