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Financial situation of the banking sector for the year 2022

During the year 2022, the banking sector successfully faced external challenges. The National Bank of
Moldova (NBM) continued the process of prudential supervision of banks, following the legal requirements,

in order to ensure the stability and viability of the banking system.

The financial situation of the banking sector, according to data submitted by banks, is characterised by
growth in assets, loans, own funds, own funds ratio, deposits of natural and legal persons and deposits of
banks. The profit for the year compared to the same period of the previous year increased mainly as a result

of higher interest and non-interest income.

At the same time, there was an increase in the absolute value of outstanding loans, non-performing loans

and, as a result, a worsening of loan portfolio quality indicators compared to the end of the previous year.

As of December 31, 2022 11 banks licensed by the National Bank of Moldova were active in the Republic of
Moldova. One bank was supervised under the early intervention regime applied on 11.01.2019. During the
year, AS "IuteCredit Europe" acquired qualified holding in the amount reaching and exceeding the level of
50.0 percent of the share capital of B.C. "ENERGBANK" S.A., becoming the majority shareholder of the bank.
Following the changes registered in the bank’s shareholding structure, the governing body was completed.
Subsequently, in January 2023, the Executive Board of the National Bank of Moldova decided, by
unanimous vote, to lift the early intervention regime at B.C. "ENERGBANK" S.A.

Financial situation of the banking sector and compliance with prudential regulations

As of December 31, 2022, the situation in the banking sector, reflected by the reports submitted by banks,

registered the following trends:

Assets and liabilities
Total assets amounted to MDL 131.4 billion, increasing by 10.9% (MDL 12.9 billion) during the year 2022.

The largest share in total assets went to "Loans and advances at amortized cost”, which amounted to 44.7%

(MDL 58.7 billion), decreasing by 1.4 percentage points (pp) compared to the end of the previous year.

The share of funds at the NBM was 28.2% (MDL 37.1 billion), increasing by 9.0 pp, and the share of banks'
investments in state securities and National Bank certificates accounted for 15.2% (MDL 19.9 billion),
decreasing by 0.7 pp. The rest of the assets, which account for 12.0% (MDL 15.7 billion), are kept by banks in
other banks, in cash, tangible fixed assets, intangible fixed assets, etc. Their share decreased by 6.8 pp

compared to the end of the year 2021.
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The gross (prudential) balance of loans accounted for 46.9% of total assets or MDL 61.6 billion, increasing

during the period under review by 9.3% (MDL 5.3 billion).

In the year 2022, the largest increase in absolute value was recorded in loans granted to trade, by MDL 1
743.7 million (14.4%) up to MDL 13.9 billion, loans granted to the food industry - by MDL 978.9 million (26.6%)
up to MDL 4.4 billion, loans granted for the purchase / construction of real estate - by MDL 865.7 million
(7.6%) up to MDL 12.3 billion, loans granted to the non-banking financial sector - by MDL 665.0 million
(36.9%) up to MDL 2.5 billion.

At the same time, the largest decrease in absolute value was recorded in consumer loans, by MDL 474.4
million (4.5%) up to MDL 10.0 billion.

During the reference period, the share of non-performing loans (substandard, doubtful and compromised) in
total loans increased by 0.3 pp, accounting for 6.4% on 31.12.2022, with the indicator ranging from 1.8% to

9.2%, depending on the bank.

At the same time, non-performing loans in absolute value increased by 14.7% (MDL 510.0 million) to MDL 4.0

billion.

During the period under review, the share of expired loans increased by 15.3% (MDL 266.7 million) up to MDL
2.0 billion. The share of expired loans in total loans was 3.3%, increasing by 0.2 pp as compared to 31.12.2021,

ranging from 0.8% to 8.5%, depending on the bank.
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At the same time, during the reference period, the total balance of deposits increased by MDL 4.9 billion or
by 5.4%, amounting up to MDL 95.0 billion (deposits of individuals accounted for 62.1% of total deposits,
deposits of legal entities - 37.1% and deposits of banks - 0,8%), as a result of the increase in the balance of
deposits of individuals by MDL 3.1 billion (5.5%) up to MDL 59.0 billion, deposits of legal entities by MDL 1.2
billion (3.4%) up to MDL 35.2 billion and deposits of banks by MDL 618.8 million (5.1 times) up to MDL 766.9

million.

In total deposits, 60.0% went to deposits in MDL, their balance increased by MDL 5.3 billion (10.3%) compared
to the end of the previous year and amounted to MDL 57.0 billion on 31.12.2022. Foreign currency deposits
accounted for 40.0% of total deposits, their balance decreased during the reference period by MDL 0.4 billion
(1.1%), making up MDL 37.9 billion (withdrawal of foreign currency deposits - equivalent to MDL 1.7 billion,

positive revaluation of foreign currency deposits — MDL 1.2 billion).
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Revenues and profitability

As of December 31, 2022, the profit in the banking system amounted to 3.6 billion lei, increasing by 58.6%
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(MDL 1.3 billion) compared to the end of the previous year.

The increase in profit was due to the increase in interest income by MDL 4.5 billion (88.5%), income from
exchange rate differences - by MDL 547.6 million (46.7%) and income from fees and commissions — by MDL
480.1 million (19.1%). At the same time, non-interest expenses (expenses related to fees and commissions,
administrative expenses, provisions, impairment of financial and non-financial assets, etc.) increased by
MDL 2.9 billion (53.8%) and interest expenses — by MDL 1.3 billion (103.3%).

Total revenues amounted to MDL 14.5 billion, increasing compared to the end of the previous year by MDL
5.6 billion (61.9%), of which interest income amounted to MDL 9.6 billion (66.2%) and non-interest income -
MDL 4.9 billion (33.8%).

At the same time, total expenditure amounted to MDL 10.9 billion, increasing compared to the end of the
previous year by MDL 4.2 billion (63.0%), of which interest expenditure were MDL 2.5 billion (23.2%) and
non-interest expenditure - MDL 8.4 billion (76.8%).

On December 31, 2022, return on assets accounted for 2.9%, increasing by 0.9 pp, and return on capital

accounted for 16.9%, increasing by 4.6 pp compared to the end of the previous year.

Compliance with prudential requirements
During 2022, banks continued to maintain liquidity indicators at a high level, above regulated limits.

Thus, the value of the long-term liquidity indicator (liquidity principle I) was 0.67 (limit <1), ranging from
0.33 to 0.80, depending on the bank, and decreasing insignificantly by 0.07 compared to the end of the year
2021.

Liquidity Principle III, which is the ratio of adjusted effective liquidity to required liquidity on each maturity
band and which should not be less than 1 on each maturity band, has also been complied with by all banks,
ranging from 1.58 on the maturity band up to one month inclusive up to 182.33 on the maturity band

between one month and three months inclusive.

The liquidity coverage ratio by sector amounted to 267.9% (limit = 80% - from 1 January 2022 to 1 January

2023), ranging from 182.8% to 571.1%, decreasing by 90.4 pp compared to the end of the previous year.

According to the reports presented by the banks as of 31.12.2022, the total own funds ratio in the banking
sector registered a value of 29.5%, increasing by 3.6 pp compared to the end of the previous year, ranging
from 22.3% to 61.9%. All banks met the indicator "Total own funds ratio” (210%).

All banks also complied with the "Total Own Funds Ratio" indicator requirement, considering capital

buffers.

As of December 31, 2022, total own funds amounted to MDL 18.4 billion and registered an increase of 21.2%
(MDL 3.2 billion). The increase in own funds was mainly determined by the banks’ reflection of eligible
profits after general meetings of shareholders and after obtaining the NBM's permission to include the

profits made in 2022 in its own funds.

As of December 31, 2022, the banks complied with the prudential indicators regarding large exposures and

exposures to their affiliates.



Development of the national legislative framework and its alignment with the EU
legislation

During the year 2022, in order to apply the provisions of Law No. 202/2017 on the activity of banks, the
National Bank of Moldova, through Decision of the Executive Board of the NBM No. 16/2022, amended the

following acts:

— Regulation No. 109/2018 on Own Funds of Banks and Capital Requirements. Requirements for the
inclusion in the calculation of own funds at the consolidated level of additional Tier 1 and Tier 2 own
funds instruments issued by bank subsidiaries have been added, as well as own funds requirements for
credit adjustment risk and counterparty risk. At the same time, in the context of prior approval for the
distribution of profits to shareholders, the option to issue an approval for a lower amount than that
requested by the bank was included, if the amount requested may lead to non-compliance with own
funds requirements or other prudential indicators or may jeopardise the bank's stability.

— Regulation No. 109/2019 on Large Exposures, which has been supplemented with provisions in order to
specify certain particularities related to the calculation of the exposure value, concerning the treatment
of counterparty credit risk for banks in the context of large exposures. At the same time, requirements
have been established for reporting, on a consolidated basis, information on the ten largest exposures to

banks and the ten largest exposures to financial sector entities other than banks.

These amendments were made in order to bring certain NBM regulations in line with the provisions of
Regulation No. 101/2020 on Consolidated Supervision of Banks, Regulation No. 102/2020 on Treatment of
Counterparty Credit Risk for Banks, Regulation No. 103/2020 on Treatment of Credit Valuation Adjustment
Risk for Banks, and Regulation No. 274/2020 on Leverage for Banks, which transposed the relevant
provisions of Regulation No 575/2013 of the European Parliament and of the Council of June 26, 2013.

— Regulation No. 158/2020 on Requirements for the Publication of Information by Banks by including
provisions for the publication of information on the leverage ratio calculated in accordance with
Regulation No. 274/2020 on Leverage for Banks. At the same time, changes were made to the
Requirements for the Publication of Information by Banks regarding the updating of the list of
indicators related to the bank's economic and financial situation, namely the indicators related to the
bank's liquidity.

— Instruction No. 117/2018 (COREP) was supplemented with provisions on the terms and method of
reporting information related to own funds and large exposures on a consolidated basis, considering the
changes included in the regulations above. The initial deadline for consolidated reporting for the fiscal
year ending December 31, 2021, was set for June 30, 2022. Subsequent reporting will be done annually,
no later than May 31 of the year following the reporting period. The changes also include the
specification of how to complete the C07.00 credit risk, counterparty credit risk, and incomplete
transactions: a standardised approach to capital requirements (CR SA) report.

— Regulation No. 113/2022 on Qualifying Holdings of Banks has been approved in a new version, which
contains provisions on qualifying holdings of banks in the capital of enterprises, including accepted
limits for these holdings, and specifies a list of enterprises in the capital of which the bank may have
qualifying holdings, including exercising control over the enterprise, and the procedure for obtaining
prior approval issued by the NBM for qualifying holdings.

— Regulation No. 114/2022 on Investments in Real Estate of Banks (in force since July 15, 2022) has been

approved in a new version, which aims to implement the provisions of Law No 202/2017 on Activity of



Banks and align terminology with the Basel III framework and International Financial Reporting
Standards.

— Regulation No. 240/2013 on Banks’ Transactions with Their Related Parties was amended in order to
revise certain provisions to eliminate deficiencies in the application and interpretation of the provisions
of the Regulation in the context of banks' relations with their customers - affiliated persons. Thus, the
list of transactions with affiliated persons was revised and completed in order to exclude those that
would not be considered transactions with affiliated persons.

— Regulation No. 111/2018 on Treatment of Credit Risk for Banks Under the Standardised Approach has
been amended by updating the list of external credit assessment institutions (ECAIs), the list of
countries with equivalent regulatory regime, as well as clarifying some provisions related to the
revaluation requirement for real estate and excluding redundant provisions.

— Regulation No. 292/2018 on Requirements Regarding the Members of the Governing Body of the Bank, of
Financial Holding or Mixed Holding Company, Heads of the Branch of a Bank from another State,
Persons holding Key Positions, and Liquidator of the Bank in the Liquidation Process was amended in
order to establish the obligation for the National Bank of Moldova to conduct an interview with the
members of the governing body, as well as to complete the provisions related to increasing the
transparency of the evaluation process carried out by the National Bank of Moldova of persons
appointed to certain management and key positions.

— Several amendments have been made to the Regulations No. 322/2018 on the Banking Activity
Management Framework. Thus, provisions were developed in order to create the secondary regulatory
framework related to the management of excessive leverage risk, which is an integral part of the bank
governance framework. In addition, provisions related to the creation of the regulatory framework for

the bank's recovery plan were included.

Thus, the corresponding provisions of the delegated Regulation (EU) 2016/1075 with regard to regulatory
technical standards specifying the content of recovery plans, resolution plans, and group resolution plans,
the minimum criteria that the competent authority is to assess as regards recovery plans and group
recovery plans, the conditions for group financial support, the requirements for independent valuers, the
contractual recognition of write-down and conversion powers, the procedures, and contents of notification
requirements and of notice of suspension and the operational functioning of resolution colleges were

transposed.

At the same time, provisions were included that will enter into force starting from April 2023 regarding the
aspects to be examined in the process of assessing independent thinking, namely behavioral skills as well
as conflicts of interest among members of the governing body and members of the board of the bank, which
would impede the person's ability to perform their duties independently and objectively. In this regard, it
was established that the bank is obliged to inform the National Bank of Moldova, no later than 5 working
days, of any information and any identified conflict of interest of which the bank has become aware that
may affect the suitability of the members of the governing body or that may have an impact on the

independent thinking of a member of the governing body, including the mitigating measures taken.

At the same time, in order to avoid excessive risk-taking in lending, the requirements for banks' credit risk
management policies have been adjusted. In addition, in order to avoid a cash flow mismatch in view of the
establishment of repayment schedules with repayments only at maturity, those policies have been
supplemented with requirements as to how banks should establish those schedules. At the same time, the
obligation to notify the National Bank of Moldova, within one working day, on the violation of the threshold

indicators and the decision of the governing body on the applied recovery actions or the reasoning in case it



was decided that no recovery actions are necessary were included.

In addition, provisions were introduced in Regulation No 322/2018 in order to create the secondary
regulatory framework for the management of the risk associated with excessive leverage, which is an

integral part of the management framework of banks' activities.

— Regulation No. 118/2018 on Audit of Financial Statements and Audit for other Purposes of Banks was
amended in the light of the repeal of Article 88 paragraph (6) of the Law No 1134/1997 on Joint-Stock
Companies, the effect of the Law No 76/2022 (in force since 01.04.2022). The provision related to the
limitation of audit companies that conduct the audit of the bank's annual financial statements to

conclude other contracts with the bank, namely regarding the audit for other purposes, was excluded.
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