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At the end of May Government of Hashim Thagi reached an agreement with the
International monetary fund (IMF) for granting a stand-by loan in the amount of
€ 106 million, which the country intends to use for financing state projects. As it was a
condition for approval of a loan, the Government of the Republic of Kosovo undertook that in
2010 it will introduce fiscal measures to limit the budget deficit to 3.4% of GDP. In this way it
would achieve better economic stability and thus become more attractive for foreign investors.
The period of the loan is 18 months, where € 21.5 million is available immediately, i.e. upon
approval of the loan. An agreement with IMP also enabled a release of both the EU and the
World Bank funds for the purpose of improving the state budget in the total amount of
€ 227 million

A consortium, consisting of two aircraft operators, the French Aeroport de Lyon and Turkish
Limak, won the concession tender to run Pristina airport. Concession is awarded for a period
of 20 years. The consortium undertook to invest in this period the sum of € 100 million to build
a new terminal, control tower and other pertaining infrastructure. Each year it will contribute to
the Government of the Republic of Kosovo a concession fee in the amount of 39.43% of all
revenues.

In April, the American-Turkish consortium, consisting of an American Bechtel and Turkish
Enka, started to build a 103 km long four-lane highway road. The road will connect Pristina
with the Albanian seaport Dra¢ and thus contribute considerably to the development of the
road infrastructure in Kosovo. The total value of the project amounts to € 800 million, and the
Government intends to finance one half of it from the state budget and the other half by means
of international loans. Other projects, which are interesting for foreign investors and are to be
implemented in the near future, also include investments in exploration of energy resources
and privatisation of telecommunication services.

The Government plans to construct a new coal-fired power plant in the near future, which will
be able to produce 1,000 MWh of energy. Last year, due to the lack of interest of foreign
investors it suspended the construction project of a new coal-fired power plant, which would
be able to produce 2,000 MWh of energy and thereby become a major regional exporter of
energy. Construction of a new power plant should be carried out in two phases, and the total
value of investment is estimated to between € 700 and 1,000 million. Kosovo has a great
potential in the field of energy export, since according to some rough assessments it has
around 14,000 tons of lignite, which puts it on the third place in Europe, immediately after
Germany and Poland.



The main priority,
however, remains
the fight against
corruption,
organized crime and
high unemployment

Kosovo financial minister Ahmet Shala and his Montenegro colleague Branko Vijovié met in
Podgorica and agreed upon more intensive economic co-operation in the field of privatisation,
energy and tourism, and elimination of double taxation between the two countries.

The two maijor priorities of Kosovo, however, remain fight against corruption and organised
crime, and fight against high unemployment. According to the World Bank data, this year
the unemployment reached 48%. Due to a weak judicial system and inefficiency of authorities
in coping with the criminal and corruption, Kosovo remains isolated and a poor country, not
interesting for foreign investors. In order to come as close as possible to the EU guidelines, it
must more efficiently tackle its internal problems, which are destroying the country. In this way
it would become much more interesting for foreign investors. A certain progress is already
noticed, especially in internal stabilisation of the country. Thus a number of NATO's soldiers
should decrease in the near future from the current 10,000 to 5,700 and later on 2,000
soldiers.

Macroeconomic indicators

This years
economic growth
is planned to be
between 5-6% of
GDP

Lower value of FDI
due to the financial
crisis

Forecasts of the Government and IMF regarding this year's economic growth are that it
should exceed the initially planned 4.2% of GDP. According to the estimates of financial
minister Ahmet Shale it should range between 5-6%. Kosovo is rich in mineral raw materials,
such as zinc, copper, nickel and lignite. Better exploitation and increased exports of these raw
materials would undoubtedly have positive effects on the Kosovo economy, and therefore it
could achieve the planned growth in the following years. Thus in the future three years,
according to the forecasts of the Ministry of Finance, the economic growth of 6.1% could be
achieved. In spite of optimistic forecasts of the Government about the planned growth in the
future years, Kosovo with its € 1,731 of GDP per capita remains one of the poorest countries
on the Balkans.

Last year, the current account of the balance of payments recorded a deficit of € -
645.9 million. The high deficit in the current account is the result of the high deficit in the
balance of foreign trade. In April, this amounted to € -154.8 million. Kosovo is very dependent
on imports. On average, the export-to-import ratio in the first four months was 13.8%. Last
year, the value of direct foreign investments (DFI) amounted to € 291.5 million, which
represented a 20% decrease as compared to 2008. The reasons for their decrease should be
sought mainly in the consequences of financial crisis, which affected foreign investors, and in
corruption and organised crime, which are the burden of a country.

The greatest decrease was recorded with investments in financial assets, transport and
telecommunications. The former dropped by 9.4 pp and the latter by 6.4 pp. An increase in
investments was observed in production and construction sectors. Investments in production
increased by 11.1 pp and in construction by 8.3 pp as compared to the year before.

Besides its dependence on direct foreign investments, Kosovo also depends on money
transfers from abroad. Last year these fell by 8% and amounted to € 505.6 million. Most of
transfers came from Germany (about 40%), Switzerland (20%) and Italy (10%).
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inflation was
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In 2009, Kosovo's budget recorded a deficit in the amount of € -85.7 million. The revenues
reached the amount of € 1,146.7 million, while expenses totalled € 1,232.4 million. The major
portion of revenues, as much as 71%, came from collected taxes (€ 815.7 million), and the
biggest share of tax revenues was represented by value added tax and minor part by excise
duties. As regards expenses, the largest part was represented by expenses intended for
capital investments, which amounted to € 400.4 million. Those were followed by expenses for
transfers (€ 396.6 million) and expenses for wages and salaries (€ 264.4 million).

The state budget for 2009 and a forecast for 2010
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Last year in December, for the first time after 2008, inflation was recorded again. This
continued also in the first five months of this year and on average amounted to 1.28% (y/y).
The increase of inflation was influenced among other by increase in prices of transport — petrol
and diesel, which in the first five months rose on average by 14.6% (yly), and prices grew
most in April (18.9%). These were followed by price increase in electricity and gas, as well as
vegetables. The rise in consumer prices is also shown by monthly data. Thus slight price
increase was recorded in January (0.5% m/m), February (0.3% m/m) and May (0.3% m/m),
while decrease was recorded in March (-0.1% m/m) and April (-1.0% m/m).
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According to the last data of the Statistical Office the foreign trade deficit in 2009 amounted
to € 180.5 million, which was an improvement of 6.2% as compared to 2008. The largest
share of exports belonged to exports of metals. In December 2009, these reached the amount
of € 82.7 million and represented 50.3% of total exports in 2009. The structure of imports in
2009 was similar to the structure of imports in previous years. Import of mineral substances
decreased by 17.8%. This decrease was mostly influenced by decrease in their prices on
international markets. Thus in December 2009, the share of mineral substances in the total
import represented 16.4%, which was 3.2 pp less than the year before. Last year, the EU
market represented the major export market (42.8%) as well as the major import market
(39.7%).

In the first four months of this year, increase was observed in both exports and imports. The
largest part in exports was represented by metal products, in April it amounted to 68.7%. This
was followed by exports of metal machines and appliances, exports of mineral products etc. In
April, the share of the former was 7.6% and of the latter 5.1%. As regards imports, the largest
part was represented by the import of metal machines and appliances. In April, their share in
imports amounted to 16.7%. This was followed by imports of mineral products (11.7%), drinks
and tobacco (10.7%), etc.

In the first four months of this year, Kosovo exported mainly to ltaly, Macedonia and Albania,
while the main export markets were Macedonia, Germany and Serbia.
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Banking sector and cental bank regulations

The structure of
banking sector
remains the same

In January this year, the aggregate total assets of commercial banks operating in Kosovo
amounted to € 2,206.1 million, which was an increase of 23% as compared to 2009. The total
loans of the banking sector in January 2010 amounted to € 1,287.7 million, which was a 8.3%
growth at the annual level. Higher growth was observed in deposits, which increased by
23.4% at the annual level and in January 2010 totalled € 1,754.1 million.

The structure of the banking sector remains unchanged. There are eight commercial banks
operating at Kosovo, six of them are in foreign ownership and two in domestic ownership. In
the market structure great concentration is present, and three largest banks control more than
80% of the entire banking sector.
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Market shares of banks in Kosovo (total assests)
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Market shares of banks in volume of deposits
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Budget
Kosovo GDP real Inflation (CPI) Unemploy- | Current Trade _ Export surplus/gdeficit
growth ment rate account balance limport ratio .
(cumulative)
Annual indeks (in %, yly) S*? in mio EUR in % S? inmio €
2001 36,00 11,70 57,10 -673,94 1,50 96,00
2002 0,40 3,60 55,00 -827,16 3,20 90,80
2003 2,60 1,20 49,70 -937,64 3,70 62,50
2004 2,00 -1,10 39,70 -208,90 -1.006,78 5,30 -134,60
2005 3,90 -1,40 41,40 -247,60 -1.101,21 4,90 -57,70
2006 4,00 0,60 44,90 -226,10 -1.195,11 8,50 76,50
2007 3,90 4,40 43,60 -331,30 -1.411,07 10,50 241,80
2008 5,40 9,30 44,00 -602,40 -1.681,11 10,30 -8,10
2009 3,80 -2,40 45,00 -1.770,21 8,50 -1,90
2010 6,00* -117 4*
Annual indeks (in %, yly) S? in mio EUR in % S? vmio €
Jan -0,50 -94,22 7,00 32,40
Feb -1,20 -119,82 6,10 21,10
Mar -2,00 -94,00 -129,59 7,40 25,30
Apr -3,50 -143,73 6,60 42,00
May -4,40 -154,47 7,80 35,50
2009 Jun -4,00 -185,90 -151,25 9,40 22,90
Jul -3,70 -156,40 8,60 33,30
Avg -3,00 -166,71 8,50 23,90
Sep -2,70 -152,20 -155,66 10,00 3,70
Okt -2,60 -167,81 10,30 139,41
Nov -1,30 -150,05 10,80 124,60
Dec 0,10 -213,80 -180,50 8,30 -1,90
Jan 0,60 -87,61 15,20
Feb 1,10 -106,41 12,80
2010 | Mar 0,80 -138,14 13,30
Apr 1,70 -154,79 14,10
Maj 2,20

Source: Statistical office of Kosovo, CBK
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This publication was prepared by NLB d.d., which is regulated by Securities Market Agency i.e. Agencija za trg vrednostnih papirjev, Poljanski
nasip 6, 1000 Ljubljana, Slovenia, and The Bank of Slovenia i.e. Banka Slovenije, Slovenska 35, 1505 Ljubljana, Slovenia. The publication was
prepared with a sole purpose to improve the knowledge on financial instruments and the capital market in Slovenia and it provides general
information only. Neither the information nor any opinion expressed in this publication constitutes an offer, or an invitation to make an offer, to buy
or sell any financial instrument or other investment or type of investment, related to financial instruments mentioned in the publication. This
publication is not intended to provide personal investment advice as defined by Article 8 of Market in Financial Instruments Act (Official gazette of
the RS No. 67/07, 100/07 and 69/08 — am.; further referred as: ZTFI) and it does not take into account the specific investment objectives, financial
situation and the particular needs of any specific person who may receive this publication.

While the information contained in this publication was obtained from sources, which the authors believe to be reliable, no representations are
made as to the accuracy or completeness of the information contained in this publication. The Information contained in this publication does not
represent insider information as defined by Article 373 of ZTFIl. The factual data in this publication are clearly separated from any opinions,
projections, forecasts or estimates that constitute the current judgement of the author. All such opinions, projections, forecasts or estimates are
subject to change without notice. In addition, such opinions, estimates and projections of the financial analyst do not necessarily reflect the
opinions of NLB d.d. NLB d.d. has no obligation to update, modify or amend this publication or to otherwise notify a reader thereof in the event that
any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. This
publication has been prepared and presented in accordance with conscientious and fair rules of conduct. NLB d.d. and the author of this
publication assume no liability for any decision, or the consequences of any decision made on the basis of or in connection with the opinions or
information contained in this publication.

Systematic and non-systematic risks are present at trading with securities. Non-systematic risks are those related to specifics of each financial
instrument, and do not have influence to the whole financial market and are independent of moves on the financial instruments market. The effect
of non-systematic risk can be eliminated by diversification. Systematic risk is the risk, related to the factors which influence the whole financial
market and which consequently influence the whole value of the investor’s portfolio. We recommend that any corporate body or natural person
interested in investing into financial instruments should consult well-qualified professional financial experts and thus obtain additional information.

NLB d.d., any legal person related to NLB d.d., any natural person working for NLB d.d., or any other relevant person involved in the production of
this publication, may own any of the financial instruments mentioned in this publication or any other financial instruments related to the financial
instruments mentioned in this publication or financial instruments related to the issuers mentioned in this publication. NLB d.d. may have
performed services regarding financial instruments and/or other investment banking services on the behalf of the subject issuers in the past. NLB
d.d. may also seek to do business with the subject issuers in the future, meaning that NLB d.d. may also perform services regarding financial
instruments and/or other investment banking services on the behalf of the subject issuers in the future.

For additional disclosures pertaining to recommendations or estimates (made in accordance to investment research, as defined by Article 378 of
ZTFI) made on financial instruments, mentioned in this publication, and/or their issuers, please see the most recently published company reports,
which are available on our web page (www.nlb.si). For rating definition and other general disclosures regarding investment research, please see
the document Rating Definitions, General Disclosures and Disclaimer, which is available on our web page (www.nlb.si). For additional information
regarding rules and procedures that NLB d.d. has established in order to effectively identify and manage conflicts of interest arising from
investment research, including information barriers (otherwise known as Chinese Walls), please see the document Conflict of Interest
Management Policy in Provision of Investment Services and Transactions in NLB d.d., which is available on our web page (www.nlb.si).

All prices are those current at the end of the trading session on the stated date unless otherwise indicated. Data on the prices of financial
instruments and financial indexes, mentioned in this publication, are sourced from the web pages of Ljubljana Stock Exchange, Bloomberg and
other vendors.

This publication has been prepared for the use of clients of NLB d.d. in Slovenia and may not be reproduced, distributed or published by any
person for any reason without prior written consent of NLB d.d.

Pripravili: Rok Gabrovs$ek (rok.gabrovsek@nlb.si)
Mateja Vidmar (mateja.vidmar@nlb.si)

Sonja Mlakar (sonja.mlakar@nlb.si)

Podrogéje finanénih trgov in zakladniStva NLB Skupine
Group Treasury & Financial Markets
direktor Matej Narat +386 1 476 70 42

Poslovni sektor za upravljanje bilance banke
Assets and Liabilities Management — ALM

Poslovni sektor trgovanja s finan€énimi instrumenti
Financial Markets — Front Office

direktor Marko Jernejci¢

+386 1476 91 51

direktor Andrej Meza

+386 1476 91 81

Analize in raziskave (Research & Analysis)

Dunja Ukmar Hvastija (vodja)

+386 1476 91 33

Sabina Braniselj

+386 1476 9143

Sonja Mlakar

+386 1476 91 34

Poslovanje z valutami (FX desk)

Mateja Vidmar

+386 1476 9176

Bojan Pliber§ek (vodja)

+386 1476 91 54

Poslovanje z obveznicami (Bond desk)

Upravljanje likvidnostnega in valutnega tveganja

Jernej Kastelic (vodja)

+386 1476 91 87

Liquidity & FX Risk Management

Poslovanje z denarjem (Money market)

Ur§a Sekne Kalisnik (vodja)

+386 1476 91 50

Helena Trpin (vodja)

+386 1476 91 55

Poslovanje z izvedenimi finanénimi instrumenti (Derivatives)

Upravljanje obrestnega tveganja

Matjaz Jelovéan (vodja)

+386 1476 91 82

Interest Risk Management

Poslovanje s strankami (Sales desk)

Leon Hodo$¢ek (vodja)

+386 1476 91 59

Goran Pusi¢ (vodja)

+386 1476 91 99

NLBD

NLB d.d.

ALM & Treasury
Analysis & Research
Trg republike 2,
51-1520 Ljubljana
www.nlb.si



http://www.nlb.si/
http://www.nlb.si/cgi-bin/nlbweb.exe?doc=16961
http://www.nlb.si/
http://www.nlb.si/
mailto:rok.gabrovsek@nlb.si
mailto:mateja.vidmar@nlb.si
mailto:sonja.mlakar@nlb.si

