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Monetary Policy Report is released by the National Bank on a quarterly basis. The objective of
this Report is to inform the public about the decisions made by the National Bank in the sphere of
monetary policy, which are based on analysis and forecast of the main inflation factors and assessments
of the economic situation development in the external environment and in the Kyrgyz Republic.

Monetary policy in the Kyrgyz Republic

The objective of the monetary policy is to achieve and maintain price stability through
appropriate monetary policy.

The policy rate of the National Bank is the main instrument of the monetary policy. In
2014, the National Bank moved to a new monetary policy framework - when the National Bank policy
rate serves as a target for the funds value in the money market - to improve and increase the effectiveness
of the monetary policy. The short-term interest rates of the money market are the operational goal of the
monetary policy. The purpose of the aforementioned movement is to strengthen the impact of the interest
rate channel of the monetary policy, aimed at development of the inter-bank credit market and support
for the real sector of economy.

Quantitative benchmark of the monetary policy is to keep inflation rate within 5-7 percent
in the medium term. Development and implementation of the monetary policy is carried out within the
framework of the Main Directions of the Monetary Policy for the medium term.

Monetary policy of the National Bank is focused on the future, as the decisions made in the
field of the monetary policy affect the key macroeconomic indicators of the country with a certain lag.
Development of the monetary policy is based on the inflation forecasts for the short and medium term,
resulting from consistent and economically reasonable forecast of the economic situation development
in the Kyrgyz Republic and in the external environment.

Communication policy is among the main instruments of the monetary policy conducted
by the National Bank. The National Bank regularly issues press releases and holds press conferences
on the monetary policy to inform the public and form adequate inflationary expectations among the
population. Assessment of the current and expected macroeconomic situation in the country made by
the National Bank is published in the Monetary Policy Report at the beginning of the third month of
each quarter. The schedule of meetings held by the National Bank Board on the size of the policy rate
is published on the bank’s official website.

Monetary Policy Report for Q4 2024 was approved by the Resolution of the Board of the
National Bank of the Kyrgyz Republic No. 2025-T1-07/8-1-(JIKIT) dated February 24, 2025.
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Summary

In general, the world economy was characterized by stable multidirectional
upward dynamics depending on the region. The USA demonstrated recovery of economic
activity, meanwhile, the eurozone suffered the influence of consequences of the geopolitical
and economic challenges. The economies of Russia and Kazakhstan showed stable positive
dynamics. The world food and energy markets and the global financial markets remained highly
volatile due to sustainable uncertainty. The world prices for gold were also volatile being
accompanied by an upward trend.

The economy of the Kyrgyz Republic still demonstrated high growth rates due to
the expansion of investment and consumer demand. At the end of 2024, real GDP increased
by 9.0 percent. The sectors of services and construction made the most significant contribution
to GDP growth. Domestic demand was conditioned by growth in real incomes of the population,
increase in consumer lending, and inflow of remittances into the country. At the end of 2024,
the state budget was executed with a surplus of 2.4 percent to GDP due to outstripping growth
of incomes compared to expenditures conditioned by increased economic activity.

In Q4 2024, the trade balance was formed under the influence of a significant
increase in exports amid a decrease in imports to the Kyrgyz Republic. As a result, the
trade deficit of the country decreased by 71.9 percent compared to the base indicator of
Q4 2023 and amounted to USD 583.9 million. The volume of foreign trade turnover grew by
7.4 percent and amounted to USD 4.9 billion.

The inflationary environment in the Kyrgyz Republic remained moderate, price
movement was within the medium-term inflation targets of 5-7 percent. Revision of the
state tariff policy and growth of domestic consumption, as well as external factors, influenced
the inflation rate in the Kyrgyz Republic. Supported monetary conditions conditioned long-
lasting price stability in the country. In December 2024, the annual inflation rate was
6.3 percent.

The short-term rates of the interbank money market were still formed near the
lower rate of the interest rate corridor set around the National Bank’s policy rate. The
banking system showed a liquidity surplus due to decreased activity in the interbank credit
market. To regulate the volume of money supply in the economy, the National Bank actively
used monetary instruments regulating excess liquidity in the banking system.

In general, the situation in the domestic foreign exchange market remained stable.
The exchange rate remained flexible, its dynamics were conditioned by seasonal factors and
market formation of the balance of demand and supply of foreign currency in the domestic
foreign exchange market. In certain periods, the National Bank conducted foreign exchange
interventions to smooth sharp fluctuations in the exchange rate.

The banking system of the country still provided active lending to the main sectors
of the economy and continued to build up its resource base.
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Chapter 1. External Environment

1.1. Economic Development of the EAEU Countries and the Main Trading Partner
Countries

Chart 1.1.1. Dynamics of Real GDP by _ During 2024,_the economies of the
Countries leading countries retained moderate growth.
(annual growth rate) The US economy showed stable
" dynamics at 2.8 percent amid improvement in
2 the labor market and growth in consumer

activity. Positive dynamics in services and
production contributed to achievement of the
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Source: statistical committees, central banks, Bloomberg 1A At the same time, significant changes
Forecasts: IMF, WB, Bloomberg IA and ministries in the US government’s trade and investment

policies had a positive impact on the market participants expressed in gradual increase in the
indicators of business activity in Q4 2024. The forecasts for US economic growth in 2025 were
improved up to 2.1-2.7 percent amid positive expectations in the areas of employment and
investment.

China’s accommodative fiscal policy in the form of government subsidies supporting
domestic demand, the issuance of local targeted bonds to stimulate the housing market, and a
package of measures for the development of the real economy have contributed to attaining
planned economic growth by 5.0 percent in 2024. Moderate economic growth is expected in
the future amid fiscal measures taken earlier, which will contribute to mitigating the negative
impact of trade policy uncertainty and stimulate the growth of investments.

In the eurozone, economic growth slowed down to 0.7 percent! mainly due to a
reduction in the industrial production output amid high prices for energy carriers and uncertain
political and trade prospects in the largest countries of the union. The labor market remained
stable, meanwhile, growth of wages creates preconditions for growth in consumer demand and
economic recovery.

The EAEU countries?, Uzbekistan, and Tajikistan showed strong economic growth
supported by investment activity and accommodative fiscal policy. At the same time, consumer
demand was the driver of economic growth in the countries — the main trading partners of the
Kyrgyz Republic, which was supported by the growth of wages, government expenditures in
the social sector, and lending.

In 2024, economic growth in Armenia, Uzbekistan, and Tajikistan exceeded those of
other EAEU countries, meanwhile, the highest real GDP growth of 8.4 percent was observed
in Tajikistan, which was driven, among other things, by increased investment and growth in
exports. Among EAEU countries, the lowest real GDP growth was in the Russian Federation
at 4.1 percent.

During 2024, credit activity in the Russian Federation, particularly in retail lending,
weakened amid high interest rates. In the future, the Russian Federation is expected to have a
more moderate GDP growth considering the impact of external factors and the current situation
in the labor market, meanwhile, the economic activity will be supported by the expansion of
public expenditures and an increase in exports.

! Preliminary data from the Statistical Office of the European Communities
2 Hereinafter, excluding the Republic of Belarus.
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Inflationary Environment in the External Conditions

In 2024, geopolitical factors and high uncertainty in the external environment had a
significant impact on the global price environment, meanwhile, price movement remained
multidirectional. There was an inflation slowdown in some world-leading economies,
meanwhile, the inflation rates in the United States (at 2.9 percent) and the eurozone (at
2.4 percent) were still above set targets. However, in the trading partner countries of the Kyrgyz
Republic, inflationary processes were particularly noticeable in the Russian Federation,
Uzbekistan, and the Republic of Kazakhstan, while the inflation rates in China, Armenia, and
Tajikistan were below the targets set by the monetary authorities.

In the USA, the inflation rate
Chart 1.1.2. Inflation and Central Banks’ remained high amid improvement in the labor
Key Rates in the Leading Economies and  market, a relatively low unemployment rate,
Trading Partner Countries of the Kyrgyz and a rise in consumer expenditures. In the
Republic eurozone, growth in prices of energy carriers
(Dec./Dec.) had an wupward pressure on inflation.
. Volatility in the world food markets put pro-
o . inflationary pressure on the domestic market
- : of Kazakhstan, meanwhile, in the reporting
. period, the inflation rate slowed down to
o S 8.6 percent. In the reporting year, risks of
° I deflation remained due to weak consumer
E o e e v i demand and the crisis in the real estate market
oo e o of China. At the end of the reporting year, the
Source: statistical committees, central banks; international . .
organizations inflation rate was formed at 0.1 percent.
Forecasts: central banks and international organizations In the Russian Federation and
Uzbekistan, monetary conditions remained relatively tight in the reporting year due to the
acceleration of the inflation rate up to 9.5 and 9.8 percent, respectively. In Uzbekistan, pressure
came from the rise in prices for food products and an increase in gas and electricity tariffs,
meanwhile, in Russia, the depreciation of the Russian ruble, sanctions, and strong domestic
demand were factors of influence.

In Armenia and Tajikistan, the inflation rate slowed down to 1.5 and 3.6 percent
respectively, due to a decrease in prices of imported goods and the strengthening of the national
currencies. Given that their inflation rates were below the target, during 2024, the central banks
conducted a policy of monetary easing. In 2025, the dynamics of import prices, exchange rates
of the national currencies, and macroeconomic policy of the states will be the determining
factors according to international analysts.

1.2. World Commodity Markets

In the reporting period, in the world food market price volatility have remained while
maintaining upward dynamics.

Oil prices declined amid weakening geopolitical tensions in the Middle East,
meanwhile the price for gold continued to update the historical maximums due to sustainable
demand from the central banks.

Food Market

In Q4 2024, prices for the main food products maintained multidirectional
dynamics.

During the reporting period, prices for vegetable oils reached the highest values for the
last two years. This increase was conditioned by growth in quotations for all types included in
the vegetable oil price index due to increase of global demand and decrease of production output
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compared to expectations. By the end of the reporting quarter, high supply and reduced global
demand contributed to slight slowdown in growth of prices for vegetable oils.

Chart 1.2.1. Dynamics of Prices for Food

Products
(month to the corresponding month of the previous
year)
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At the beginning of the reporting
period, prices for crops increased due to rise
in prices for almost all components. In
November, prices for crops declined and
remained unchanged until the end of the
quarter. Prices for wheat decreased amid poor
global demand and increase in the supplies
from major exporting countries. However,
unfavorable forecast for winter crops in the
Russian Federation had a supporting effect on
prices. World prices for barley and maize rose
as a result of increased export sales, while
prices for sorghum and rice declined amid

At the beginning of Q4 2024, world prices index for sugar increased due to current
concerns about the production outlook for the 2024-2025 season. However, since the middle of
quarter, prices started to decline due to growth of production output and improved crop
prospects in Brazil, as well as full utilization of refining capacities in India and Thailand.

Chart 1.2.2. Dynamics of FAO Food Price
Index
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In Q4 2024, FAO Food Price Index!
showed acceleration of growth rates. In the
reporting period, the average value of the
FAO Food Price Index increased by
3.9 percent compared to the previous quarter
and constituted 127.2 points. The index
increased by 5.9 percent compared to the
same quarter of 2023. An increase in the FAO
Food Price Index was mainly conditioned by
growth in prices for vegetable oils, dairy
products and meat. However, at the end of the
reporting period, the rates of price growth

slowed down for all components included in the index, except prices for meat.

Energy Market

Chart 1.2.3. Dynamics of Oil Prices
(in USD)
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In Q4 2024, oil prices continued
their downward trend amid easing
geopolitical tensions in the Middle East.

Thus, in Q4 2024, the average price
for Brent of USD 74.0 per barrel decreased by
6.0 percent compared to the previous quarter
and by 13.0 percent compared to Q2 2024.

According to EIA?, in 2024, the global
demand for oil increased by 0.9 million
barrels per day compared to 2023 and totaled
102.8 million barrels per day. Growth in

consumption was primarily provided by Asian countries, with India to make the largest

! The FAO food price index is a weighted average indicator that tracks international price movements for five
major food commodity groups (meat, dairy products, crops, vegetable oils and sugar).

2 EIA — U. S. Energy Information Administration. A division of the US Department of Energy that collects,
analyzes and disseminates energy and energy-related information.
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contribution to an increase (consumption increased by 220 thousand barrels per day, total
consumption grew by 5.5 million barrels per day). At the same time, in 2024, the USA
(20.3 million barrels per day) and China (16.3 million barrels per day) remain the largest oil
consumers. Consumption growth on the part of China was minimally positive — about
80 thousand barrels per day, which was conditioned by a decrease in real GDP growth rates and
an increase in sales of electric cars.

According to EIA data, in 2024, oil supply, despite OPEC+ production restrictions,
increased by 0.6 million barrels per day compared to 2023 and totaled about
102.8 million barrels per day. An increase was provided by non-OPEC+ countries: the USA,
Canada, Guyana and others.

The analysts’ forecast for 2025 assumes that oil supply in the world market will grow
faster compared to demand for it, which, in turn, will put downward pressure on prices. At the
same time, it is noted that further preservation of OPEC+ restrictions, the consequences of
sanctions restrictions imposed on Russian and Iranian oil exports, and geopolitical situation in
the Middle East remain as factors of uncertainty.

Gold Market
Chart 1.2.4. Dynamics of Gold Prices In Q4, the global demand for gold
- reached the maximum level to result in
20 renewal of the gold price up to the highest
£ ever values.
g 3% In the reporting quarter, the average
5 s price for gold rose by 34.6 percent in annual
2 terms to reach the highest ever value of
~ 10 USD 2,787.6 per Troy ounce. This growth
0 Llelalelel7ls oo ol3lelsls 7o lohdukdi 2 slals o Tslshdiid - WaS driven by increased demand from the
22 | am | ws | central banks (54.0 percent) trying to

Source: IA Bloomber: . . . .
’ ’ diversify foreign exchange reserves amid

geopolitical conditions. At the same time, the investors (+32.0 percent) and the technology
sector (+2.0 percent) due to active implementation of artificial intelligence showed steady
demand for this asset.

In 2024, net gold purchases made by the central banks remained at a high level,
exceeding 1,000 tons for the third consecutive year. In contrast, the jewelry sector demonstrated
a decline in consumption (-11.0 percent) due to high gold prices.

In the global economy, due to sustainable geopolitical and economic uncertainty, as well
as high volatility in the financial markets, gold remains an attractive asset for investment, which
is reflected in growth of the world prices for gold. Bloomberg IA analysts forecast the price for
gold to increase up to USD 3,000.0 per Troy ounce in the world market in 2025. At the same
time, the central banks are expected to continue accumulating gold reserves in 2025, however
the rates of increase in volumes will decrease compared to 2024.
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Chapter 2. Macroeconomic Development

2.1. Demand and Supply in the Commodities and Services Market

Demand

Chart 2.1.1. Dynamics of Internal Demand
(quarter to the corresponding quarter of the previous
year)
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During the reporting period, the
Kyrgyz Republic has maintained high rates of
economic growth. There was an expansion of
domestic demand supported by an increase in
consumer lending and a rise in the real
incomes of the population. At the same time,
positive  dynamics  of  cross-border
individuals® remittances to the country
(+18.6 percent) stimulated domestic demand.
A decrease in the level of registered
unemployment rate in the total labor force
from 2.5 at the end of 2023 down to

1.8 percent at the end of 2024 also contributed to the improvement of the situation in the labor

market and an increase in economic activity.
Public Finances Sector
Chart 2.1.2. Execution of the State Budget

(period to the corresponding period of the previous
year)
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At the end of 2024, the state budget
of the country was formed with a surplus
of KGS 36.9 billion or 2.4 percent to GDP.

Economic activity and measures
taken to improve tax and customs procedures
were the main factors in the growth of tax and
non-tax revenues in 2024. Thus, the current
revenues of the state budget increased by
18.3 percent compared to the previous year
and amounted to KGS 463.8 billion or
30.4 percent to GDP. Moreover, non-tax
budget revenues increased by 24.0 percent or
KGS 19.5 billion in nominal terms due to the

transfer of the National Bank’s profit to the republican budget in the amount of KGS 12.4 billion

based on the results of activities for 2023.

Chart 2.1.3. Structure of the State Budget
Revenues
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In the reporting period, current budget
expenditures increased by 11.4 percent and
amounted to KGS 319.9 billion or
21.0 percent to GDP. A significant share of
budget expenditures was still directed toward
labor remuneration of public sector
employees, which constituted 39.8 percent of
total current expenditures.
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Chart 2.1.4. Structure of State Budget
Expenditures
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Investments

Table 2.1.5. Capital

Sources of Financing
(millions of KGS, percent)

Investments by

January-December

2023 2024 2023 2024

millions of KGS share, percent
Total 185054,0 250595,3 100,0 100,0
Internal investment 1529804 2118344 82,7 84,5
Republican budget 222386 537457 12,0 214
Local budget 54723 9509,1 3,0 38
Funds of enterprises and organizations 624035 65004,3 33,7 259
Banks' credits 57831 162714 31 6.5

Population funds including beneficent help of KR

residents 570829 673039 30,9 26,9
External investment 320736 387609 173 155
Foreign credit 201415 18987,9 10,9 7.6
Direct foreign investments 1696,7 9489,5 09 38
Foreign grants and humanitarian aid 102354 10 2835 55 41

Source: NSC KR

In the functional classification of
expenditures, funds were mainly directed to
the items “general public services”
(31.0 percent of total expenditures),
“education” (23.1 percent), “defense, public
order and security” (13.9 percent), etc.

Net capital expenditures provided for
in the budget increased by 16.2 percent
compared to 2023, to make KGS
107.1 billion or 7.0 percent to GDP.

In the medium term, it is expected that
the  budget surplus forecasted for
2025-2027 will be used to cover the public
debt obligations, as well as expenditures
related to economic activities.

In 2024, the strengthening of the
private entrepreneurial initiative, as well as
the growth of the state projects and measures
contributed to the growth of capital
investments by 24.8 percent.

As a result, the construction sector of
the country experienced high growth rates in
production  volumes (+18.0  percent).
Investments at the expense of domestic
sources increased by 27.6 percent, at the
expense of foreign sources — by 11.5 percent.

At the same time, the republican

budget, banks’ credits, and population funds showed the greatest growth in the structure of

investments.

The highest level of capital investments was observed in the construction of facilities,
in the sectors of “mining”, “transportation, and cargo storage” and “provision of electricity, gas,

steam, and conditioned air”.
Supply
Chart 2.1.6. GDP Dynamics

(quarter to the corresponding quarter of the previous
year)
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In 2024, the country's real GDP grew
by 9.0 percent, the same as in the previous
year. The sectors of services and construction
demonstrated high economic activity.

Taking into account the structure of
the country’s economy, where the services
sector has a significant share in the GDP
structure (in 2024, 52.1 percent), the
contribution of this sector to GDP growth
amounted to 4.8 p.p.

10
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Chart 2.1.7. Input of Main Sectors in GDP In the agricultural sector, production
Growth output growth rates accelerated from
(period to the corresponding period of the previous (0.6 percent in 2023 to 6.3 percent in 2024.
year, accumulatively) Favorable climate and environmental

conditions, increase in sowing area and crop
yields, as well as the growth of livestock
production, contributed to high indicators.
Such positive trends had a restraining effect
on inflationary processes in the country. The
contribution of agriculture to GDP growth
amounted to 0.6 p.p., with a share of
— sy 8.6 percent in the GDP structure.
Tomessrlie rodon | S oo In the reporting period, production
Source: NSC KR, calculations: NBKR output in the industrial sector increased by
5.6 percent against 4.8 percent in
2023 mainly due to the manufacturing industry with a share of approximately 77 percent in the
total volume of industrial production. This sector was also supported by an implementation of
the project “100 Industrial Enterprises — 2024”.
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2.2. External Sector?

Chart 2.2.1. Current Account In Q4 2024, rapid contraction of the
1000 goods and services account deficit, as well as

the stable and moderate positive dynamics of
inflows on the balance of secondary income
had a noticeable impact on the decline in the
current account balance deficit.
According to the preliminary data and
s estimates of the National Bank, in Q4 2024,
2023 \ 204 . the current account surplus amounted to
e Balance of prinary ncome e ofgoateand s USD 525.1 million or 22.8 percent to GDP?.
e e In the reporting period, the trade
balance deficit decreased significantly by
71.9 percent, down to USD (-) 583.9 million due to accelerated growth of exports accompanied
by a decline in imports to the Kyrgyz Republic.

Export of goods (in FOB prices) increased by 74.1 percent and amounted to
USD 2,153.0 million. Generally, growth in the supplies of gold (non-monetary), ores and
concentrates of precious metals, vegetables, clothes and motor gasoline influenced the volumes
of exports in the reporting period. Exports excluding gold diminished by 12.5 percent and
totaled USD 500.8 million.

At the same time, import of goods (in FOB prices) decreased by 17.5 percent and
amounted to USD 2,736.9 million. During the reporting period, the negative dynamics of
imports was largely conditioned by a noticeable drop in the supplies of motor cars. At the same
time, there was a boost in import of energy products by 29.3 percent (USD 386.5 million against
USD 299.0 million in Q4 2023) owing to growth in volume and value.

In the structure of the secondary income balance, there is a surplus in the balance
of the general government sector accompanied by stable growth in the inflow on the item
“workers’ remittances”.
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Note: According to the preliminary and forecasted data.

L According to the preliminary and forecasted data, including additional estimates of the National Bank of the
Kyrgyz Republic. Period of comparison is the quarter to the corresponding quarter of the previous year.
2 Ratios to GDP are calculated based on sliding annual data, including the last four quarters.
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In Q4 2024, an increase in the inflow of individuals’ cross-border remittances primarily
affected the positive dynamics of net inflow on the item “workers’ remittances” (a growth by
4.7 percent). Revenues to the general government sector were fully shaped by the inflow of
cash grants from the development partners.

At the same time, the balance of services is expected to be in the positive zone and
amount to USD 184.1 million, whereas the balance of the item “primary income”, according to
the National Bank’s estimates, will be formed at (+)USD 209.0 million (a decrease by
5.5 percent). Inflow on the capital account is anticipated at USD 51.0 million, a decrease by
29.1 percent compared to Q4 2023.

According to preliminary forecast estimates of the National Bank, in Q4 2024, net
borrowing from the rest of the world, presented in the financial account will amount to
USD 436.6 million.

By the National Bank’s expectations, the financial account will be formed as a result of
growth in other investments in the form of an increase in the private sector liabilities to non-
residents.

Thus, at the end of Q4 2024, the balance of payments of the Kyrgyz Republic will
develop with a negative sign to make USD (-) 139.4 million.

12
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Chapter 3. Monetary Policy

Key Trends

e The National Bank’s monetary policy was aimed on keeping the inflation rate within the
medium-term target of 5-7 percent.

e During the reporting quarter, due to the persistence of pro-inflationary risks in the economy
of the Kyrgyz Republic, monetary conditions were maintained: the policy rate was kept
unchanged at 9.00 percent. It corresponded to the macroeconomic conditions of the country
and reflected the policy of the National Bank with regard to the existing external risks.

e Short-term money market rates were formed under the influence of the excess liquidity
growth in the banking sector, demonstrating slight decline, being near the lower rate of the
interest rate corridor set by the National Bank.

e Inorderto ensure the equilibrium level of money supply in the economy, the National Bank
actively regulated excess liquidity in the banking sector by means of monetary instruments
to limit its impact on inflation.

e Monetary indicators (monetary base and aggregates) continued to demonstrate growth.

e The domestic foreign exchange market remained balanced due to market mechanisms to
form demand and supply for foreign currency, which ensured the exchange rate flexibility.
By the end of the quarter, there was a strengthening of the KGS against the USD.

o In 2024, the purchasing power of the national currency, as before, was ensured by balanced
monetary policy that contributed to keeping the inflation rate within the medium-term
target of 5-7 percent.

3.1. Monetary Policy Implementation
Monetary Conditions

In Q4 2024, the monetary policy of the Kyrgyz Republic was conducted under the
conditions of persistent high uncertainty in the external environment. The external environment
was characterized by price volatility in the world commodity and financial markets, as well as
geopolitical tension.

The economy of the country maintained moderate inflation dynamics within the
medium-term monetary policy target of 5-7 percent. The expansion of consumer demand was
supported by the growth of population’s real incomes, active lending to the sectors of the
economy by the commercial banks, and positive net inflow of remittances into the country.

During the reporting period, the issue of the policy rate was discussed twice at the
meeting of the National Bank’s Board — on October 28 and November 25. Following the results
of these meetings, taking into account all existing pro-inflationary risks and assessment of their
potential degree of their impact on the country’s economy, it was decided to keep the key rate
unchanged — at 9.00 percent. The boundaries of the interest rate corridor around the policy rate
also remained at the level of the previous values: the interest rate on “overnight” deposits (lower
rate) — 4.00 percent, the interest rate on “overnight” credits (upper rate) — 11.00 percent.

Tactical steps of the monetary policy were implemented amid increased level of excess
liquidity in the banking sector and taking into account the situation in the interbank money and
foreign exchange markets. The banking sector still demonstrated sufficient level of liquidity
ensuring stable lending to the economy.

The achieved results of the monetary policy in 2024 not only ensured price stability but
also contributed to creating favorable conditions for further economic growth.

Liquidity Regulation in the Banking Sector

In Q4 2024, the average daily volume of excess liquidity in the banking system
decreased by 8.0 percent compared to Q3 2024 and amounted to KGS 83.9 billion. Excess
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reserves of the banking system was concentrated, as before, with the key participants of the
money market.

In order to limit the inflation factor, the National Bank actively regulated the volume of
money supply in the economy by means of monetary instruments (issuance of notes and
acceptance of the commercial banks’ available funds for “overnight” deposits in the National
Bank). During the quarter, the average daily volume of sterilization operations conducted by
the National Bank decreased by 7.5 percent and amounted to KGS 84.4 billion.

The commercial banks continued to give preference to placement of their temporarily
available funds on “overnight” deposits. Thus, in the reporting period, the banking sector
showed an increase in “overnight” deposits by 14.8 p.p. which was formed with the share of
87.6 percent in the total volume of sterilization operations. However, the average daily volume
of these funds amounted to KGS 73.9 billion.

The share of the National Bank’s notes in the structure of sterilization operations,
decreased, however their specific weight constituted 12.4 percent with the average daily volume
of KGS 10.5 billion.

Due to the absence of the need to cover short-term liquidity gaps during the reporting
quarter, there was no demand on the part of the commercial banks to attract the National Bank’s
credit resources within the framework of the monetary instrument — the “overnight” credit.

Chart 3.1.1. Excess Reserves of the Chart 3.1.2. Structure of Sterilization
Commercial Banks Taking into Account Government
Securities
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In 2024, the monetary policy conditions contributed to keeping the inflation rate within
the medium-term inflation target of 5-7 percent and minimizing the impact of external factors
on price movement in the country. In December 2024, the annual inflation rate in the Kyrgyz
Republic was formed at 6.3 percent (at the beginning of 2024, 7.3 percent).

3.2. Financial Market Instruments
Dynamics of Short-Term Money Market Interest Rates

In Q4 2024, short-term interest rates in the interbank money market were formed
under the influence of liquidity surplus in the banking sector and were close to the lower
boundary of the interest rate corridor set by the National Bank.
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Due to excessive demand for the National Bank’s notes on the part of the market
participants amid high level of excess liquidity in the banking system, the rates on this financial
instrument demonstrated stable decrease. In the reporting period, this segment of the open
market was represented by 7-day notes of the National Bank (in the previous period, 7- and
28-day notes were offered in the market). As a result of auctions, the weighted average yield of
7-day notes decreased slightly by 0.01 p.p. compared to Q3 2024, down to 3.43 percent.

In 2024, the interbank credit market was generally characterized by a significant
decrease in activity compared to the previous years (a decrease in the volume by 56.5 percent
compared to 2023). In the reporting period, there was an increase in the number of conducted
REPO transactions and the total volume of completed transactions. The total amount of
conducted 40 transactions increased by 81.2 percent compared to Q3 2024, to make
KGS 2.2 billion. The weighted average rate decreased by 0.22 p.p. since October 2024 and in
November-December, it was formed at 4.00 percent. Finally, during the quarter, the average
REPO rate fell by 1.14 p.p. compared to the previous period, meanwhile the spread between
the policy rate and the REPO rate narrowed to (-)4.93 p.p.

In the reporting period, no transactions were conducted with 12-month government
securities on the platform of CJSC “KSE” in contrast to the previous three quarters of 2024.

Chart 3.2.1. Interest Rates of the Money Chart 3.2.2. Spread between the Short-
Market Term Rates of the Money Market and the
Key Rate of the National Bank
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Interbank Credit Market

In Q4 2024, the interbank credit market demonstrated higher activity of the
market participants in the segment of REPO transactions compared to the previous
period.

Chart 3.2.3. Dynamics of Rates and In Q4 2024, the activity of the
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credits decreased to 6 days (-1 day) compared to the previous quarter. The transactions were
conducted on a pledge of ST-Bonds and T-Bonds.

Market of the National Bank’s Notes

The banks’ excess liquidity still determines the dynamics of the notes market,
available funds were placed on short-term notes of the National Bank.

In Q4 2024, the volume of sales of the National Bank’s notes decreased to
KGS 131.1 billion (-18.1 percent) compared to the previous quarter. The demand and supply
indicators also decreased by 20.1 and 12.5 percent, respectively, compared to Q3 2024. In the
reporting period, the National Bank placed 7-day notes at the auctions, meanwhile, 28-day notes
were not offered. In Q4 2024, the downward dynamics of notes' yields remained. The interest
rates on 7-day notes decreased to 3.4 percent (-0.4 p.p.).

Government Securities Market

In Q4 2024, the government securities (GS) market was represented by the
securities of all maturities, excluding 15- and 20-year securities. Longer-term ST-Bonds
with 3-, 7-, 10-, and 5-year maturities were in the greatest demand among the market
participants. A short-term segment of GS, as well as in previous periods, was represented
by 12-month ST-Bills.

ST-Bills

In Q4 2024, the Ministry of Finance
of the Kyrgyz Republic did not place ST-Bills
on the trading platforms of the National Bank
and CJSC “KSE”. Under the conditions of
increasing issue of long-term GS, the supply
of ST-Bills also depended on the trends of the
GS market, yield indicators of the GS, and the
structure of demand for GS, which formed the
dynamics of the ST-Bills market in Q4 2024.

Chart 3.2.4. ST-Bills Market Indicators
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In Q4, the total weighted average yield of ST-Bonds decreased compared to the previous
quarter and averaged 14.5 percent (-0.9 p.p. compared to Q3 2024 and -1.8 p.p. compared to
Q4 2023). In the reporting period, the volume of ST-Bonds supply decreased by 20.8 percent
and ST-Bonds demand fell by 16.2 percent compared to Q3 2024.

In terms of maturities, 3-year ST-Bonds demonstrated the largest volume of sales, the
share thereof in the total volume amounted to 50.5 percent. 7-year ST-Bonds (29.5 percent) and
10-year ST-Bonds (15.0 percent) were also in demand, while 5-year ST-Bonds (4.9 percent)
were less in demand.

i
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At the end of Q4, the structure of ST-Bonds holders (excluding 2-year ST-Bonds placed
on the KSE) changed insignificantly compared to Q3 2024. Institutional investors held
41.5 percent of all ST-Bonds in circulation (+0.2 p.p. compared to the end of the previous
quarter). The share of commercial banks increased up to 31.3 percent (+1.1 p.p.). The share of
resident legal entities decreased to 6.9 percent of the total volume (-1.5 p.p. compared to the
end of Q3). Other participants together held 20.4 percent of all ST-Bonds in circulation.

In Q4 2024, 1 auction on placement of 2-year ST-Bonds for KGS 800.0 million with a
weighted average yield of 13.3 percent was held on the platform of CJSC “KSE”. The volume
of sales decreased by 55.7 percent and the yield decreased by 0.5 p.p. compared to the previous
quarter.

Deposit Market

Chart 3.2.6. Dynamics of Commercial The commercial banks’ deposit
Banks’ Deposits base continued to grow in the national and

. foreign currencies.
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The growth of the deposit base in the national currency compared to the end of
Q3 2024 was mainly due to an increase of deposits on current accounts by 16.1 percent (up to
KGS 151.3 billion), as well as time deposits — by 4.5 percent (up to KGS 108.4 billion),
meanwhile demand deposits grew by 0.6 percent (up to KGS 78.3 billion). Such dynamics
changed the structure of the deposit base in the national currency. The share of current account
deposits increased up to 44.8 percent (+3.0 p.p.), meanwhile, the share of time deposits
decreased to 32.1 percent (-1.2 p.p.), the share of demand deposits also decreased to
23.2 percent (-1.8 p.p.).

The deposit base in the national currency by persons consists mainly of residents’
deposits (97.8 percent of the total volume), particularly of individuals (45.1 percent) and legal
entities’ deposits (37.6 percent).

At the end of December 2024, dollarization of deposits amounted to 42.9 percent
(-2.7 p.p. compared to the end of December 2023), while dollarization adjusted for the exchange
rate decreased to 43.5 percent (-2.1 p.p.).

The deposit base in foreign currency by persons is mainly formed by resident legal
entities’ deposits — 46.9 percent (mainly current accounts) and non-resident individuals’
deposits — 25.4 percent (mainly demand accounts).
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In Q4, the interest rates on new time deposits in the national currency decreased by
0.5 p.p., down to 10.1 percent (-1.9 p.p. compared to the same period of 2023).

At the end of the reporting period, the concentration index! in the deposit market
remained at the same level compared to the previous quarter, having changed insignificantly
since the beginning of 2024, and amounted to 0.11. This index demonstrates the average level
of concentration with nine participants with equal shares in the market.

Credit Market

Chart 3.2.8. Dynamics of Commercial
Banks Credit Debt as of the End of the
Period
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an increase in  consumer  credits
(+22.4 percent), trade and commercial operations (+13.6 percent), and mortgage credits
(+9.7 percent).

In the structure of the credit portfolio in the national currency in the context of persons,
the share of 65.4 percent was accounted for the credits of resident individuals (+1.6 p.p.
compared to the end of September 2024), 34.5 percent — the credits of resident legal entities
(-1.6 p.p. compared to the end of Q3 2024), meanwhile the share of non-residents amounted to
0.1 percent. Thus, in the reporting period, the credit portfolio in the national currency increased
mainly due to higher growth rates of credits to resident individuals (an increase of 15.9 percent
compared with the end of Q3 2024).

At the end of December 2024, dollarization of the credit portfolio amounted to
20.1 percent (-2.0 p.p. compared to December 2023), while dollarization adjusted for the
exchange rate decreased to 19.8 percent (-2.2 p.p.).
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The credit portfolio in foreign currency increased by 14.1 percent, up to
KGS 68.4 billion compared to Q3 2024.
Chart 3.2.9. Dynamics of Commercial Trade and commercial operations
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! This index shows the degree of concentration in the portfolio of the banks. The concentration index is calculated
by the method of calculating the Herfindahl-Hirschman index and is the sum of the squares of specific weights of
the indicator in the total volume. The index takes values from 0 to 1. An index value less than 0.10 corresponds to
a low level of concentration; from 0.10 to 0.18 — is the average level of concentration; over 0.18 — a high level of
concentration. For example, a concentration index of 0.50 is equivalent to the presence of 2 participants with the
same shares in the market, and 0.3 — 3 participants, etc.
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compared to the same period of 2023 (+0.7 p.p.). The weighted average interest rate on new
credits in foreign currency amounted to 8.9 percent, having slightly changed compared to
January - December 2023 (+0.4 p.p.).While the weighted average interest rate on new credits
in the national currency in Q4 2024 decreased by 0.6 p.p. compared with Q3 2024 and made
19.1 percent. In Q4 2024, the weighted average interest rate on new credits in foreign currency
amounted to 8.5 percent (-0.3 p.p. compared to Q3 2024).

At the end of Q4, as in the previous quarter, the credit market general concentration
index was stable at 0.09. This index corresponds to a low level of concentration and is
equivalent to the division of the market among eleven banks. The sectoral concentration index
was 0.29.

At the end of Q4 2024, the qualitative characteristics of the credit portfolio were as
follows: the share of overdue credits in the credit portfolio was formed at 1.9 percent (-0.5 p.p.
compared to the end of Q3 2024) year-to-date, the share of extended credits decreased to
2.1 percent (-0.6 p.p.).

3.3. Dynamics of Monetary Indicators

In Q4 2024, the monetary base showed stable upward trend: the growth rate increased
by 4.6 p.p. compared to the previous quarter, accelerating up to 7.1 percent. This acceleration
was primarily conditioned by outstripping growth of the commercial banks’ funds on the
correspondent accounts of the National Bank (by 56.5 percent) over increase of money in
circulation (by 2.1 percent).

At the end of the reporting period, as in Q3 2024, the transactions of the monetary sector
in the amount of KGS 22.0 billion contributed to growth of reserve money by 3.7 percent.
Simultaneously, there was weakening of the restraining effect of budget transactions (a decrease
by 81.9 percent) on the expansion of money supply, primarily amid increase in expenditures.
Tax revenues prevailed in the total structure of state budget revenues with a share of
57.9 percent, which is explained by the period of payment of various tax liabilities, including
property tax (on non-residential buildings, premises and structures). The share of non-tax
revenues amounted to 18.3 percent. In general, the transactions of the government sector made
a negative contribution to growth of reserve money by KGS 2.7 billion.

There were insignificant changes in the structure of the monetary base compared to the
previous period amid a decrease in the share of cash in circulation by 3.6 p.p., down to
81.9 percent, however, the share of reserves of other deposit corporations in the national
currency increased by 5.7 p.p. and amounted to 18.1 percent.

At the end of 2024, the volume of monetary base increased by 7.1 percent compared to
Q3 2024 (in annual terms growth by 17.5 percent) and constituted KGS 293.6 billion.

Monetary Aggregates Growth Rates

Growth rates of all monetary aggregates demonstrated acceleration compared to the
previous quarter, except for money outside banks (M0) (however, in annual terms, all monetary
aggregates showed deceleration). Negative dynamics of monetary aggregate MO that formed
compared to Q3 2024 was accompanied by growth of transferable deposits (money on current
and demand accounts) by 14.6 p.p. and time deposits in the national currency by 5.6 p.p., which
indicates redistribution of the share in cash to non-cash form.

Finally, at the end of the reporting period, transferable deposits increased by
18.9 percent compared to the previous quarter (in Q3 2024, 4.4 percent) and amounted to
KGS 189.8 billion. Time deposits in the national currency grew by 10.7 percent and amounted
to KGS 93.8 billion (5.2 percent in the previous period).

Deposits in foreign currency were characterized by decrease in growth rate by 11.9 p.p.
At the end of the period, their volume constituted KGS 183.7 billion with slight increase by
2.3 percent (in the previous period, 14.2 percent).

Thus, the trends of monetary aggregates were as follows:
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- money outside banks (MO0) decreased by KGS 1.0 billion (-0.5 percent) compared to
the previous period and amounted to KGS 205.9 billion (in annual terms, growth by
15.2 percent);

- narrow money (M1) grew by KGS 29.1 billion (+7.9 percent) and amounted to
KGS 395.6 billion (in annual terms, growth by 30.9 percent);

- broad money (M2) increased by KGS 38.1 billion or by 8.5 percent and amounted to
KGS 489.4 billion (in annual terms, growth by 31.0 percent);

-broad money, including deposits in foreign currency (M2X), increased by
KGS 42.4 billion, or by 6.7 percent, and amounted to KGS 673.1 billion at the end of the period
(in annual terms, growth by 31.9 percent).

The total volume of deposit base in the monetary aggregate M2X increased by
40.9 percent in annual terms, up to KGS 467.2 billion.

Broad money supply was distributed as follows:

- money outside banks — 30.6 percent;

- transferable deposits in the national currency — 28.2 percent;

- time deposits in the national currency — 13.9 percent;

- deposits in foreign currency — 27.3 percent.

Chart 3.3.1. Nominal Growth Rates of Chart 3.3.2. Structure of M2X Broad
Monetary Aggregates Money Components
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Chapter 4. Inflation Dynamics

4.1. Consumer Price Index

Chart 4.1.1. Dynamics of CPI Structure
(quarter to the corresponding quarter of the previous
year)
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In Q4 2024 (quarter-on-quarter),
the annual inflation rate was 5.6 percent
(in Q3, 4.3 percent).

In December 2024, the annual
inflation rate in the Kyrgyz Republic was
6.3 percent (in November, 5.7 percent).

In December 2024, food inflation was
formed at 5.4 percent in annual terms (the
contribution to the annual CPI growth was
2.4 p.p.). In the reporting period, an increase
in prices for meat and vegetables made the
main contribution to the growth of the CPI in
the food commodity group. There was an
increase in prices primarily for vegetables,
meat, soft drinks, fish, oils, and fats in this
commodity group.

The non-food commodity group
demonstrated = multidirectional  price
movement during the quarter. At the
beginning of the quarter, the slowdown in
price growth was sustainable, however, in
November, prices demonstrated growth due
to the start of the heating season. The rates of
price growth were stable until the end of the
quarter.

In December 2024, the annual
increase in prices for non-food products was
5.1percent. In December 2024, the
contribution of non-food products to annual
CPI decreased by 2.0 p.p. compared to the
corresponding month of the previous year and
amounted to 1.5 p.p.

In the structure of non-food products,
the rate of price growth accelerated for the
groups “housing services, water, electricity, gas
and other fuels” and “clothes and footwear”.
There was a stable slowdown in the growth of
prices for petroleum, oil, and lubricants.

In December 2024, an increase in
prices for paid services was 8.1 percent in
annual terms, contribution to the overall
CPI was 1.4 p.p. Price growth for the services
of restaurants and hotels, healthcare and
transport remained. Prices of education and
transport services made the main contribution
to inflation in services.
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4.2. Comparison of Forecast and Facts

Chart 4.2.1. Actual and Forecasted CPI _  Atthe end of Q4 2024, the actual
Values inflation rate coincided with the forecasted
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Inflation Expectations

In Q4 2024, according to the surveys of the NSC KR, inflation expectations of the
population remained at the level of the previous quarter, however they still remained at a
relatively high level (Chart 4.2.2). In Q4, price expectations of the enterprises decreased and
became equal to the actual inflation rate, as shown in Chart 4.2.3.

In Q4 2024, price expectations of the population still exceed the actual inflation rate.
The share of respondents expecting accelerated price growth, as well as the share of respondents
expecting moderate increase in prices, increased compared to the previous quarter.

Chart 4.2.2. Actual Inflation Value, Chart 4.2.3. Distribution of Households’
Observed and Expected Inflation of Answers
Households
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The World Bank survey conducted among 1,500 households in the Kyrgyz Republic
regarding inflation expectations (Chart 4.2.4 and Chart 4.2.5) revealed general decrease in
household’ price expectations with an increase in the actual inflation rate in December 2024.
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Chart 4.2.4. Actual Inflation Value, Chart 4.2.5. Distribution of Households’
Observed and Expected Inflation of Answers (WB)
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In general, since the beginning of 2024, inflation expectations of the enterprises declined
(Chart 4.2.6), which correlated with the dynamics of the actual inflation rates observed until
September 2024, thereafter the actual inflation rate increased and approached the expected
level. There was a slight increase in share of enterprises expecting acceleration in price growth
(Chart 4.2.7).

Chart 4.2.6. Actual Inflation Value, Chart 4.2.7. Distribution of Enterprises’
Observed and Expected Inflation of Answers
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Chapter 5. Medium-Term Forecast

5.1. Medium-Term Forecast

When developing monetary policy, the National Bank of the Kyrgyz Republic relies on
modeling results and analyses of various economic growth scenarios in the medium term.
Forecasting is made taking into account as many shocks and preconditions of the current period
as possible, as well as based on expert assessments and forecasts of the world research agencies
and institutions.

Inflation slowdown in the Kyrgyz Republic changed in Q4 2024 to result in slight
increase in prices for goods and services. At the same time, the current monetary conditions
have a restraining effect on the dynamics of inflation.

In the reporting quarter, the price environment in the world food markets (FAO index)
demonstrated upward trend, however price movement in the commodity markets was
characterized by high volatility. Stable protectionist policy is expected to be conducted in the
global economy, which may cause changes in the international trade, increase in tariffs for
imports and possible trade disputes with other countries. This could have a negative impact on
the global supply chains.

In Q4 2024, business activity in the Kyrgyz Republic demonstrated strong performance.
Growing consumer lending and an increase in net inflow of remittance into the country in
annual terms contributed to growth in domestic demand.

Baseline scenario of the medium-term forecast takes into account the following
external economic development conditions: moderate economic growth of the main trading
partner countries and weakly positive price movement in the world commodity markets.
Domestic factors of economic development assume that inflation expectations of the population
and enterprises will remain moderate and consumer demand will expand.

The following forecast of the key macroeconomic indicators of the Kyrgyz Republic for
2025-2026 was developed considering the emerging trends in the economic development of the
countries — trading partners of the Kyrgyz Republic, as well as expectations of price movement
in the world commodity markets in the medium term.

Conducted analysis shows that, in 2025, the real sector of the economy of
Kyrgyzstan will demonstrate growth around the average levels of the last three years.

At the end of 2025, the real GDP
Chart 5.1.1. Forecast of Real GDP growth  will constitute  approximately
(quarter to the corresponding quarter of the previous

8.2 percent. This growth is expected to be
yeal? supported by the manufacturing industry,
wholesale and retail trade, as well as the

. construction sector, demonstrating strong
\/\/m growth due to the measures taken by the

s Cabinet of Ministers of the Kyrgyz Republic
and observed high activity of the business

T L R T 2 I T\ entities. In 2026, the real GDP growth rates
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Given the current domestic market

Chart 5.1.2. Inflation Forecast environment and changes of the economic
(quarter to the corresponding quarter of the previous  sjtyation in the countries — trading partners of
year) the Kyrgyz Republic, by the end of 2025, the
- annual inflation rate is expected at
10 6.5 percent, remaining within the set

percent

——— medium-term target (5-7 percent). In 2025,
\/

the average annual inflation rate is forecasted
0 at 6.9 percent.

e e ] e Inflation will be mainly driven by the

positive GDP gap, given that economic

activity exceeds growth opportunities, creating inflationary pressure. Transfer of external

inflationary movements to the domestic market will be an additional driver of inflation through

rise in prices for imported goods and raw materials resulted from growth of prices in the trading
partner countries.

According to the Food and Agriculture Organization of the United Nations (FAO), the
world food prices may remain high due to global factors such as supply instability and adverse
weather conditions, which may increase pressure on domestic prices.

On the domestic factors side, as a result of the tariff policy conducted by the
governments, prices for electricity are expected to increase in May 2025 to have an additional
impact on inflation. Implementation of the public and private projects in various sectors of the
economy may also contribute to growth of the aggregate effective demand. Moreover, the
possible effect on prices from introduction of mandatory labeling of gasoline and gas oil, as
well as from an increase in the cost of educational services, observed last year, should be taken
into account. At the same time, inflation expectations of the population will remain moderate.

At the end of 2026, the annual inflation rate is expected to be within the medium-term
target range of 5-7 percent. The following factors may be the main sources of inflationary
pressure, namely accelerating inflation in the countries of the region, high demand, price
fluctuations in the world food and petroleum products markets.

2025-2026 Balance of Payments Forecast!

Forecast horizon for 2025 was
predetermined by the data of the actual
period and specified initial development
conditions of the countries - trading
partners of the Kyrgyz Republic. At the

Chart 5.1.3. Forecast Data on Current

Account
(millions of USD)

3000 4
2000 -
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8 oo ] same time, as before, the external sector is
2 Do still characterized by a high degree of
E oo ] uncertainty.
o0 - d According to the baseline scenario, in
P00 o aea s ooz 2025, the current account of the balance of
s Balance of primary income (e Balance of goods and services payments will be within moderate deficit (at
=R alance of secondary income = Currentaccountbalance 20.8 percent to GDP). Deterioration in the

negative balance of goods and services
account and compression in the balance of the secondary income account will contribute to
forecasted level of deficit.
As before, the terms of trade in the region, the world price environment for food
and energy resources, as well as gold exports by the Kyrgyz Republic will be the
fundamental factors forming expectations for exports and imports.

! The forecast was made taking into account additional estimates of the National Bank of the Kyrgyz Republic
used in the actual period.
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In consonance with the forecast trajectory for 2025, export of goods will be formed
below the level of 2024 by 24.5 percent (high base of 2024 is provided by accelerated growth
in export of non-monetary gold by 2.5 times in Q4 2024). Imports will remain rather high.
Simultaneosly, they are expected to go down (imports are forecasted to fall by 3.5 percent in
comparison to 2024). Consumer, intermediate goods and energy products will have the largest
share in the structure of imports.

The forecast of the balance of secondary income was altered taking into account
the data of the actual period and the analysis of economic conditions in the labor migrants
recipient countries. According to the updated forecast, the secondary income balance is
expected to move from the positive to the negative zone at the expense of a decrease in inflows
on the item “workers’ remittances” by 5.0 percent and a reduction in inflows to the general
government sector by 58.5 percent in contrast to the previous year’s level.

At the same time, the services balance will develop positive being influenced by excess
of export of services over import thereof, in particular due to the surplus of the item “travels”
and “other services”.

Expected current account deficit will require a significant amount of financing
from the financial account. Direct and other foreign investments are expected to be the
leading source of financial capital inflow.

Revised development forecast of the external sector of the economy in
2025 determined the following vector of expectations for 2026.

In 2026, deficit of the current account balance will be formed at 19.4 percent to GDP
under the influence of a combination of factors associated with a reduction of the trade balance
deficit, improvement of the positive balance of services and the negative balance of primary
income, as well as decline in the inflows on the secondary income balance.

According to the National Bank’s estimates, expected increase in exports by 4.9 percent
and decline in imports by 0.5 percent will slightly affect the reduction of the trade balance
deficit (by 3.2 percent compared to 2025). The volume of inflows on the item “workers’
remittances” of the secondary income balance is expected to go down by 2.7 percent compared
to 2025.

At the same time, it should be noted that in 2026 there is still a risk of insufficient inflow
of foreign capital on the financial account, which may require additional financing by the
National Bank’s international reserves. A significant share of capital inflows is expected to be
provided through direct foreign investment and other investments to the private sector.

The following risks persist in the elaborated forecast of the balance of payments of the
Kyrgyz Republic for 2025-2026:

- high degree of geopolitical uncertainty;

- volatility of exchange rates of the main trading partner countries;

- growing debt burden of the private sector.
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Annex 1. Key Macroeconomic Indicators

(quarter to the corresponding quarter of the previous year, if otherwise is not indicated)

Unit of 2021 2022 2023 2024
Indicator
measure o1 9 % Q4 Q1L Q2 Q3 Q4 Q1L Q2 Q3 Q4 Q1 Q2 Q3 Q4
1. Demand and suppply’*
(real growth rates, if otherwise is not indicated)
Nominal GDP, per quarter min. KGS | 1376626 | 1724029 | 2240587 | 2487301 | 1681372 | 2274812 | 2922450 | 3328812 | 2312495 | 2928777 | 3759033 | 4336995 | 2682803 [324 121,0 | 436 047.7 |494 7868
Gop % 48 63 38 133 34 83 82 132 81 49 74 137 100 76 122 67
Domestic consumption % 12 123 17 28 175 78 133 193 176 83 50 95 159 106 39
Investment % 206 1089 67 152 -99 290 684 109 600 225 32 454 89 a0 | 258
Net export % 309 1594 466 917 393 3847 82 285 1306 958 710 592 156 480 | 588
GDP production:
Agricutture % 12 52 67 20 15 39 80 108 59 -08 12 35 21 69 77 48
Industry % 156 58 06 439 82 28 202 18 109 52 16 123 47 16 92 86
Construction % 203 | -132 -40 27 14 52 10 191 22 164 190 04 511 183 | 28 38
Services % 12 65 58 33 18 6 37 89 48 34 44 52 52 38 70 77
including trade % 27 131 88 80 27 53 69 105 58 60 80 103 87 76 130 79
2. Prices”
cpi % 103 | s | w41 | 120 | w17 | uss | mso | uso | 147 | uo0s | 1098 | 1082 1054 | 1048 | 1043 | 1056
CPI, in annual terms as of the end of period % 1m0z | wez | wss | w2 | wsz | wsa | mss | a7 | 127 | wos | 1006 | 1073 1052 | 1045 | 1049 | 1063
Core inflation % 1m0y | woe | wuso | 113 | s | 144 | u74 | uso | use | u1s | 1093 | 1080 1062 | 1053 | 1053 | 1059
CPI by main groups of goods and services: %
Food products % u79 | wra | 1215 | ms3 | uss | ues | m7e | 167 | us9 | 1080 | 1061 | 1043 1011 | 1010 | 1008 | 1040
Non-food products % 1037 | 1064 | 1086 | 104 | w03 | w1z | 109 | g | 129 | w205 | mr9 | ma1 1008 | 1005 | 1098 | 1110
| Alcohol drinks and tobacco products % 1060 | 1083 | 104 | 113 | use | 149 | uzs | 125 | 129 | w27 | 144 | ma1 1100 | 1085 | 1065 | 1050
Services % 1033 | 1041 | 1050 | 1054 | 079 | 1090 | 111 | 110 | 1009 | 112 | 1006 | 1003 1001 | 1077 | 1078 | 1082
CPI, classified by character:
Excisable goods % w21 | 023 | uss | w77 | uss | wrs | u7e | 1208 | w79 | meo | 1149 | 119 1008 | 1103 | 1099 | 1100
Regulated prices % 1027 | 027 | 018 | 1060 | w09 | 119 | 122 | 1070 | 1081 | 1081 | 1121 | 1uss 169 | 148 | uss | 1127
Market inflation rate (the rest of CPI) % 1000 | 1022 | 068 | 1071 | 1074 | 1091 | 1104 | 1126 | 145 | ma1 | 134 | 11 082 | 1065 | oo | 1049
3. External sector”®
(in percent to GDP)
Trade balance %1t GDP | -183 are | 217 262 a4 | 59 | 665 | 66 | -569 | -s82 55,1 547 585 | 575 | 419 | -a12
Current transaction account %t GDP | 35 45 10 -80 sz | ;21 | 31 | 421 023 | g a7 450 496 | 473 | -4 | 77
Export of gods and services %t GDP | 288 363 367 356 37 282 266 207 311 24 5 364 371 4 | w0 492
Import of goods and services %10 GDP | 499 569 607 64,1 75 761 848 872 885 924 926 954 1009 | 1005 | @37 859
4. USD exchange rate, as of the end of period KGs 847702 | 846640 | 847907 | 847586 | 833090 | 795000 | 801829 | 856800 | 874200 | 872267 | 887100 | 890853 | 894708 | 864454 | 842000 | 87,0000
5. Mﬂnemry sector
(real growth rates, if otherwise is not indicated)
NBKR policy rate, as of the end of period % 550 650 750 800 1400 | 1400 | 00 | 1300 | 1300 | 1300 | 1300 | 1300 1300 900 900 | 900
% 325 425 525 550 1200 | 1200 | 1200 | 1000 | 1000 | 1100 | 1100 | 1100 1100 500 | 400 | 400
Rate of "overnight” deposit, as of the end of period
Rate of overnight”redi, as of the e of perod % 600 700 800 850 1600 | 1600 | 1600 | 1500 | 1500 | 1500 | 1500 | 1500 1500 | 1100 | 1100 | 1100
[Average interest rates of operations in the interbank % 415 53 652 682 885 1466 1300 11,99 1052 1129 1164 1211 1n 912 522 407
credit market, per quarter
of which:
of REPO transactions % 415 532 652 682 885 46 | 1300 | 19 | 1082 | 120 | 1164 | 1211 un | e 522 407
of credits in national currency % - - - - - - - - - - - - - - - -
of credits in foreign currency % - - 7,00 - - - - - - - - - - - - -
r{‘;'g:;d average yield of 7-day notes, as of the end % 437 516 610 657 1186 1311 1282 1141 1035 1157 1186 1195 1195 591 344 343
Weighted average yield of 14-day notes, as of the 484 572 654 693 1145 1357 1311 1217 127 182 1201 1201 - - - -
end of period
z\n’z'g'f“g:[;‘;”age yield of 26-day notes, as of the 499 608 689 726 100 | 1382 | 1346 | 1257 | 1237 | 1216 | 1211 | 1208 1200 | 514 | 3s0 .
Weighted average yield of 91-day notes, as of the 528 543 745 . 879 - 1519 | 1381 | 1352 | 13%8 | 1388 | 1378 139 | 112 - -
lend of period
Weighted .average yield of 182-day notes, as of the . . . . - R R R R 1467 1479 1490 1474 1213 - .
lend of period
Monetary base % 22 107 66 65 88 198 317 449 388 25 108 99 137 191 192 175
Money outside banks (M0) % 237 92 58 05 57 205 215 a3 25 160 40 13 78 127 191 152
Monetary aggregate (M) % 29 124 123 157 74 231 273 361 a2 27 164 102 190 278 282 309
Narrow money supply (M2) % 189 120 17 156 86 208 23 25 365 216 162 114 203 277 86 | 310
Money supply (M2X) % 186 169 162 191 95 186 215 306 400 294 187 150 24 260 06 | 319

 Estimates of the National Bank of the Kyrgyz Republic on the basis of the data provided by the National Statistics Committee of the Kyrgyz Republic
2 Source: National Statistics Committee of the Kyrgyz Republic
* Coefficients were calculated on the basis of the sliding annual data for the last 4 quarters. Data for Q4 are preliminary
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Annex 2. Glossary

Balance of payments is a report, which reflects aggregate economic transactions between the
residents and non-residents within a certain period of time.

Consumer price index reflects changes in the prices for goods and services purchased by the
standard consumers for non-production purposes. This index is among inflation rate measures,
which is based on comparing the value of basic goods basket consumed by the population and
weighted in accordance with the share of these goods in the aggregate consumption.

Core inflation is inflation, which excludes short-term, structural and seasonal changes of
prices: the growth in prices of goods due to the seasonal, the external factors and the
administratively established tariffs is excluded from the calculation of the inflation rate.

Core CPI index is a price excluding the cost of food products, electric energy, gas, and other
fuels.

Deposits included in M2X are the deposits of the individuals and legal entities, as well as the
deposits of other financial-credit institutions, however, the deposits of the state administration
bodies and non-residents are excluded.

Dollarization is extensive use of the US dollars in the domestic currency circulation of the
country, which possess own national currency.

Inflation is the upward trend in the general level of prices within the certain period, which is
determined based on the value calculation for the basket of goods and services weighted by the
structure of consumer expenses of the standard household. The consumer price index is an
indicator, which characterizes the inflation rate in the Kyrgyz Republic.

Monetary aggregate is the money supply classified according to degrees of liquidity: MO; M1,
M2; M2X.

MO — cash in hands.

M1 — MO + residents’ transferable deposits in the national currency.

M2 — M1 + residents’ time deposits in the national currency.

M2X — M2 + settlement (current) accounts and residents’ deposits in foreign currency.

Monetary base is the obligations of the National Bank on cash in circulation, and the
obligations of the National Bank to other depository corporations in the national currency.

Monetary policy transmission mechanism is a transmission mechanism that characterizes the
process of impact of monetary policy decisions on price dynamics through channels of
influence: interest rate, exchange rate, credit and communication channels.

Net balance of payments is a difference between receipts from the foreign countries and
payments transferred to the foreign countries.

Net balance of trade is a difference between the cost of export and import.

Notes are the discount securities, issued in circulation by the National Bank of the Kyrgyz
Republic. By decision of the Monetary Regulation Committee of the National Bank, the notes
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can be issued for the period from 7 to 364 days. The notes maximum profitability is set to be
equal to the policy rate as of the auction day.

Other depositary corporations are all resident financial corporations, except for the central
bank, which main activities are aimed at financial intermediation and which issue obligations
included into the national definition of the broad money stock (M2X).

Policy rate is a monetary policy tool, which represents an interest rate set by the central bank
and is used as the basic reference point when determining the value of monetary resources in
the economy.

REPO transactions are the operations on purchase/sale of the government securities in the
secondary market with an obligation of their resale/repurchase on a certain date in the future at
the pre-agreed price.

State Treasury Bills are the short-term (3-, 6-, 12-month) discount government securities
issued by the Ministry of Finance of the Kyrgyz Republic. Placing issues of the ST-Bills is
made through weekly auctions conducted by the National Bank of the Kyrgyz Republic. Direct
participants enjoy the right to participate in the auctions. The owners of the ST-Bills of the
Kyrgyz Republic can be both the legal entities and the individuals. The admission of the foreign
investors to the market of the ST-Bills is not limited. The transactions in the secondary market
of the ST-Bills are conducted through the electronic trading system of the National Bank of the
Kyrgyz Republic, which allows the participants to conduct transactions on purchase/sale of the
ST-Bills from their workplaces.

State Treasury Bonds are the long-term government securities with the interest income
(coupon) and maturity over one year issued by the Ministry of Finance of the Kyrgyz Republic.
The National Bank of the Kyrgyz Republic is the general agent servicing the issues of the ST-
Bonds.
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Annex 3

Annex 3. Abbreviations

CB

CBA
CBRF
CJSC “KSE”
CPI

CT MF KR
EAEU
FAO
FOB

FRS
GDP

GS

1A

IBCM
IMF

KR

KSE
MED RF
MFKR
MP
National Bank
NB RK
NSC KR
OPEC +
OR

PCE

POL
PRC

RF
ST-Bills
ST-Bonds
USA
VAT

WB

Commercial Banks

Central Bank of Armenia

Central Bank of the Russian Federation

Closed Joint Stock Company “Kyrgyz Stock Exchange”
Consumer Price Index

Central Treasury of the Ministry of Finance of the Kyrgyz Republic
Eurasian Economic Union

Food and Agriculture Organization of the United Nations
Cost at the Exporter’s Border (Free on Board)

US Federal Reserve System

Gross Domestic Product

Government Securities

Information Agency

Interbank Credit Market

International Monetary Fund

Kyrgyz Republic

Kyrgyz Stock Exchange

Ministry of Economic Development of the Russian Federation
Ministry of Finance of the Kyrgyz Republic

Monetary Policy

National Bank of the Kyrgyz Republic

National Bank of the Republic of Kazakhstan

National Statistical Committee of the Kyrgyz Republic
Organization for Petroleum Exporting Countries

Oil Refinery

Personal Consumption Expenditures Price Index
Petroleum, oil, lubricants

People’s Republic of China

Russian Federation

State Treasury Bills

State Treasury Bonds

United States of America

Value Added Tax

World Bank
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