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Brief overview
In 2010, the Belarusian economy was gradually returning to the pre-crisis trajectory of economic growth. According to the results of the year, the GDP grew by 7.6% in comparison with growth by 0.2% posted  in 2009. The industry grew by 11.3% and was the main driver of the economic growth while the agriculture grew by 2.0%. Among the industry branches, the highest growth demonstrated machine building (16.7%), ferrous metallurgy (16.0%); forest, woodworking and pulp-and-paper industry (14.9%) and chemical industry (13.3%).
From the demand side, the main contribution to growth was made by fixed capital investment, having grown by 16.9%. Supported by the real wage growth by 14.9%, the household consumption has also made a considerable contribution to the acceleration of the GDP growth, especially in the IV quarter, that is also confirmed by the growth of the retail trade turnover by 17.1% according to the results of the year including that by 19.4% in the IV quarter. 

As the demand in the countries being the main trade partners of Belarus was restored, the noticeable revival in foreign trade took place. In 2010, the export of Belarusian goods and services grew by 20.0% and the import of goods – by 22.6%. As a result, the deficit of trade in goods and services was 7.4 billion US dollars in comparison with 5.5 billion US dollars in 2009. The decisive contribution to the worsening of foreign trade balance was made by the increase of trade deficit in energy goods by 1.7 billion US dollars while the balance of trade in non-energetic goods went down by as little as 0.7 billion US dollars. The balance of trade in services has improved by 0.25 billion US dollars in comparison with 2009. 
The current account deficit of balance of payments increased to 8.5 billion US dollars or 15.6% of GDP. This deficit was financed by 15% at the cost of foreign direct investment, the net inflow of which was 1.3 billion US dollars or 2.4% of GDP. The main sources of the debt financing were the last tranche of the “stand-by” credit from the IMF received in March and issueing of Eurobonds of the Republic of Belarus in July and August in the total amount of 1 billion US dollars. As a result, the gross foreign debt increased by almost 6.5 billion US dollars or 29.2% for the year 2010 and reached 28.5 billion US dollars (52.2% of GDP). The volume of international reserves (SDDS) decreased by 11% in 2010 and came to 5.0 billion US dollars or 1.6 month of import of goods and services as of January 1, 2011. 
The monetary and credit policy was aimed at supporting the stability in the banking system and in the foreign exchange market. The main task of the National Bank remains to be maintaining the stable dynamics of the exchange rate of Belarusian rouble and providing the conditions for stable growth of the Belarusian economy. In 2010, the exchange rate was bound to the basket of currencies consisting of US dollar, euro and Russian rouble in equal proportions. According to the results of the year, the nominal exchange rate of Belarusian rouble to the basket of currencies has reduced by 1.8%. The real effective exchange rate of the rouble has decreased by 5.7%. In the course of the year, the National Bank decreased gradually the level of interest rates. The refinancing rate was decreased from 13.5% as of the beginning of the year to 10.5%. In the fall of the year some acceleration in consumer inflation was observed, the annual figure for 2010 stood at 9.9%; however, the National Bank’s real interest rates of liquidity allocation remained at positive level.
The fiscal policy in 2010 was aimed at ensuring the balanced budget with maintenance of the social orientation of the on-budget expenditures. The consolidated budget in 2010 was implemented with the deficit of 4.2 trillion roubles or 2.6% of the GDP. Here the incomes in nominal terms have increased by 4.3% and reached 48.8 trillion roubles or 29.9% of the GDP. The expenditures in nominal terms have increased by 7.9% and reached 53 trillion roubles or 32.5% of the GDP. 
The public debt as of January 1, 2011 was 61.0 trillion roubles (including the guaranteed debt) or 37.4% of GDP and has increased by 36.9% in the course of the year. The domestic public debt was 32.0 trillion roubles or 19.6% of the GDP, and increased by 45.2% from the beginning of the year. The external public debt was 9.7 billion US dollars or 17.8% of the GDP and increased by 22.8%.
The situation in the banking system remained stable. 2010 was another year of rapid growth of main quantitative indicators of the banking system. The assets of banks have risen by 51.2% and reached 131.2 trillion roubles or 80.5% of GDP as of January 1, 2011. The banks’ claims to the economy have risen by 39.9% in the course of the year, the regulatory capital – by 31.5%. The capital adequacy over the banking system was 20.5% as of January 1, 2011. The share of the distressed assets was less than 3.6% of the total amount of the assets subject to credit risk as of January 1, 2011. The total profit of the banking system grew by 53.8% in 2010. The average return of assets (ROAA) reached 1.7% and the average return of the regulatory capital – 11.8%. All banks finished the year 2010 with profit.
In 2010, the Government continued the course aimed at the acceleration of the liberalization and structural reforms in the economy. 

1 Development of the economy
Table 1.1. Main economic indicators 

	
	2006
	2007
	2008
	2009
	2010

	
	
	
	
	
	

	Nominal GDP, billion roubles
	79,267.0
	97,165.3
	129,790.8
	137,442.2
	162,963.6

	Real GDP growth,%
	10.0
	8.6
	10.2
	0.2
	7.6

	GDP deflator
	110.8
	112.9
	121.2
	105.7
	110.2

	Industry,% growth
	11.4
	8.7
	11,5
	-2.0
	11.3

	Agriculture,% growth
	6.0
	4.4
	8.6
	1.3
	2.0

	Fixed capital investment,% growth
	32.2
	16.2
	23,5
	4.7
	16.6

	Retail trade turnover,% growth
	17.4
	14.8
	19.2
	3.2
	17.1

	CPI inflation, % growth 
	6.6
	12.1
	13.3
	10.1
	9.9

	Real incomes of the population,% growth
	17.8
	13.2
	11.8
	2.7
	15.2


Source: National Statistical Committee of the Republic of Belarus (Belstat)
Gross domestic product
According to the preliminary data, the growth of the real GDP in 2010 was 7.6% in comparison with the growth by 0.2% shown in 2009. In the I quarter of 2010, the real GDP grew by 4.0%, in the II quarter – by 8.9%, in the III quarter – by 6.7% and in the IV quarter the growth accelerated to 10.2%.
In 2010, the share of the added value of the industry in GDP was 26.8%, in agriculture – 7.5%, in construction – 11.0%, in transport and communications – 9.5% and in the trade and public catering – 11.1%. 

Table 1.2. Growth of the real GDP in 2009-2010
	
	current prices, 
billion roubles
	comparable prices,
% of previous year

	2009
	
	

	I quarter
	28,368.4
	101.1

	II quarter
	32,093.4
	99.6

	III quarter
	40,381.0
	99.2

	IV quarter
	36,599.4
	101.0

	January – December
	137,442.2
	100.2

	2010
	
	

	I quarter
	31,527.8
	104.0

	II quarter
	38,193.6
	108.9

	III quarter
	47,227,5
	106.7

	IV quarter
	46,014.7
	110.2

	January – December
	162,963.6
	107.6


Source: Belstat
Industry
After dropping by 2% in 2009, steady recovery of industrial output was observed in 2010. It was promoted by both internal factors and increase of demand in countries– main trading partners of Belarus, particularly in Russia. The highest growth was registered in machine building and metal working – 16.7%, ferrous metallurgy – 16%, forest, wood-working and pulp-and-paper industry – 14.9% as well as chemical and petrochemical industry – 13.3%. The decrease by 16.1% took place in the fuel industry.
Table 1.3. Dynamics of the industrial production 
	
	2006
	2007
	2008
	2009
	2010

	Industry output (billion roubles)
	77,267.0
	95,515.4
	130,829.8
	127,315.7
	161,934.2

	Industrial growth (%)
	11.4
	8.7
	11.5 
	-2.0
	11.3

	by sectors (%):
	
	
	
	
	

	Power industry
	3.1
	-1.3
	7.1
	-11.6
	12.9

	Fuel
	23.1
	-0.2
	11.1
	7.4
	-16.1

	Ferrous metallurgy
	11.2
	7.9
	9.7
	-5.5
	16.0

	Chemical and petrochemical
	6.9
	9.7
	6.7
	34.7
	13.3

	Machine building and metal working
	10
	13.9
	10.2
	-25.7
	16.7

	Forest, wood-working and pulp-and-paper
	2.9
	10.8
	8.6
	-20.2
	14.9

	Construction materials industry
	14.7
	11.3
	10.2
	-3.4
	9.4

	Light
	2.6
	0.3
	0.7
	-9.2
	11.4

	Food
	6.7
	1.6
	8.7
	2.4
	9.5


Source: National Statistical Committee of Belarus (Belstat)
The structure of industry in 2010 by sectors is presented in Table 1.4.

Table 1.4. Structure of industry in 2010
	
	2010,
billion roubles
	Specific weight,%

	
	
	

	Industry, including:
	161,934.2*
	100

	power industry
	11,299.0
	8.1

	fuel
	30,251.3
	21.6

	ferrous metallurgy
	5,808.8
	4.1

	chemical and petrochemical
	16,850.6
	12.0

	machine building and metal working
	29,430.6
	21.0

	forest, wood-working and pulp-and-paper 
	4,390.1
	3.1

	construction materials industry
	6,243.7
	4.5

	light 
	5,321.6
	3.8

	food 
	24,744.0
	17.6

	flour-and-cereals and feed-mill industry
	3,373.9
	2.4


* The data for the industry as a whole are presented with the account of the production volumes of the auxiliary industrial entities held in inventory of non-industrial organizations and small-entrepreneurship entities
Source: National Statistical Committee of Belarus (Belstat)
The ratio of inventories to the average monthly volume of production in 2010 was 49.5% in comparison with 67.9% in 2009. The highest level of inventories as of January 1, 2011 was observed in the light industry (139% of the average monthly production volume), machine building and metal working (78.5%), forest, wood-working and pulp-and paper industry (66.8%) as well as food industry (58.9%; including the sugar one – 252.5%).
In 2010, the industrial enterprises received the proceeds in the amount of 156.3 trillion roubles, up by 35.4% comparing with 2009. The gross profit was 10.2 trillion roubles, up by 39.1% comparing with 2009. 

The profitability of the products and services sold by industrial enterprises in 2010 was 9.9% that corresponds to the level of the year 2009, and the profitability of sales was 7.5% (in 2009, it was 7.4%). 

Higher than average profitability of industrial products and services sold in 2010 was in the enterprises of machine building for the material and metal mining (28.8%), materials-handling machine building (19.1%), medical industry (29.1%), chemical industry (22.5%), non-ferrous metallurgy (24.5%), instrument making (26.1%), printing industry (13.7%), flavouring industry (15.1%) as well as leather, fur and footwear industry (19.1%).

Lower than average profitability of industrial products and services sold in 2010 was in the enterprises of flour-and-cereals and feed-meal industries (5.4%), ferrous metallurgy (7.6%), wood-working (8.2%), textile (9.1%), petrochemical (4.2%), oil-refining (3.0%), microbiological (5.8%), pulp-and-paper (5.0%) as well as meat and milk industry (8.7%).
The sales in the microbiological industry were at a loss (minus 14.7%). 

The net losses were got in 2010 by 200 industrial enterprises or 10.1% from the total quantity of the industrial enterprises being accounted in the current order. The amount of the net loss of the unprofitable industrial enterprises was 618 billion roubles that is less that the respective figure for the year 2009 by 21.8%. The largest amounts of the net loss were got by the enterprises of the power industry (193.2 billion roubles), machine building and metal working (114.8 billion roubles), light industry (75.7 billion roubles), food industry (71.7 billion roubles) and construction materials industry (60.2 billion roubles).

As of January 1, 2011, the overdue debts of industrial enterprises were 2.3 trillion roubles or 12.5% of the total amount of the total debts. In comparison with the beginning of 2010, the overdue debts have decreased by 0.4%. As of January 1, 2011, 68.8% of industrial enterprises had the overdue debts.

Agriculture
In 2010, the production growth in the agriculture was 2.0%; the growth by 5.6% was registered in the livestock farming and the decrease by 4.2% – in the crop production. 
Investments
In 2010, the fixed capital investments grew by 16.9% to 54.2 trillion roubles. The investments in the industrial-purpose objects have grew by 14.9% and reached 33.2 trillion roubles while the non-production investments increased by 21.1% and reached 21.1 trillion roubles. In the total amount of investments, the volume of construction-and-assembling operations has increased by 19.3% and reached 27.4 trillion roubles.
The commissioning of the dwelling at the cost of all the sources was 6.7 million square metres of total area that exceeds the respective figure for the year 2009 by 17.2%. From their total value, 12 trillion roubles or 22.1% were assigned to housing construction. The main sources of financing the housing construction were bank credits (53.3%) and population’s own funds (38.6%).
The expenditures for acquiring the machines, equipment and vehicles increased by 17.0% in the course of the year and were 20.7 trillion roubles (38.1% of the total amount of the investments) in 2010. The share of the imported equipment was 17.8%. 
Table 1.5. Fixed capital investments by financing sources
	
	2010
	Percentage of the total value

	
	billion roubles
(current prices)
	increase as compared with 2009,%
	2010
	2009 

	Investments to the basic capital
	54,217.6
	16.9
	100
	100

	Consolidated budget
	10,092.2
	-2.7
	18.6
	22.2

	Organizations’ own funds
	18,020.4
	3.5
	33.3
	36.7

	Borrowed funds from other organizations
	381.6
	-10.6
	0.7
	1.1

	Foreign sources
(except for the bank credits)
	1,087.6
	17.5
	2.0
	2.0

	Bank credits, including:
	17,407.3
	44.8
	32.1
	26.4

	lax credits
	9,832.7
	29.6
	18.1
	16.2

	credits of foreign banks
	1,259.8
	by 3.3 times
	2.3
	0.8

	credits from foreign credit lines
	1,768.7
	81.5
	3.3
	2.1

	Population’s own funds
	4,334.9
	14.2
	8.0
	8.0

	Off-budget funds
	114.1
	28.2
	0.2
	0.2

	Other sources
	2,779.5
	86.8
	5.1
	3.4


Source: National Statistical Committee of Belarus (Belstat)
Table 1.6. Fixed capital investments by sectors of economy in 2010
	
	billion roubles 

(current prices)
	specific weight,%
	in 2009,
% 

	Industry
	13,605.9
	25.1
	112.2

	Agriculture
	9,052.9
	16.7
	108.1

	Transport
	3,792.0
	7.0
	121.7

	Communications
	1,518.2
	2.8
	116.1

	Civil engineering
	2,031.6
	3.7
	128.8

	Trade and public catering
	2,059.1
	3.8
	130.8

	Housing construction
	12,000.7
	22.1
	121.4

	Communal services
	4,058.2
	7.5
	136.3

	Public health, physical culture and social security
	2,086.7
	3.8
	99.6

	Education
	846.6
	1.6
	131.0

	Culture and arts
	548.2
	1.0
	119.1

	Finances, credit, insurance, pension coverage
	475.2
	0.9
	95.0


Source: Belstat
The decision has been made on the construction in the Republic of Belarus of the nuclear power plant with the capacity of 2,000 MW with installing the two power-generating units each having the capacity of 1,000 MW. The commissioning of the first unit is scheduled in the year 2017 and that of the second one – in 2018. The Atomstroiexport Joint-Stock Company (Russia) is determined to be the General Contractor. The project will be implemented on the EPC basis with attracting the Belarusian organizations.

The principle agreement on granting the state credit of the Russian Federation for construction of the nuclear power plant has been achieved. The specific amount of the credit, drawdown period and procedure of application of funds shall be determined with the account of signing the contract for building the nuclear power plant which has not been yet entered into.

The estimated costs for construction of the nuclear power plant are 9 billion US dollars, of which 6 billion US dollars will be assigned to building the power plant itself and 3 billion US dollars – for building the objects of its infrastructure.
At present, the stage of preparatory works related to construction of the nuclear power plant is approaching the end. The site for constructing the nuclear power plant has been selected near the town of Ostrovets and the work for creating the necessary infrastructure at the place of the site selected is being performed. 

Inflation
In 2020, the prices for goods and services have increased by 9.9%, including the rise in the prices for provisions by 13.1%, non-foods by 7.4% and services – by 6.0%. The rise in the prices for provisions has given almost ⅔ of the total increase of the consumer price index. The producer price inflation rose by 19.3%.
Table 1.7. Inflation in 2010 (as compared with the preceding month)
	
	2010, months

	
	01
	02
	03
	04
	05
	06
	07
	08
	09
	10
	11
	12

	Goods and services
	0.8
	0.5
	1.1
	0.7
	0.8
	0.2
	0.3
	0.6
	1.6
	1.1
	0.9
	1.0

	provisions 
	0.6
	0.9
	0.7
	1.0
	0.7
	0.1
	0.2
	0.9
	2.2
	1.9
	1.6
	1.6

	non-foods 
	1.4
	0.2
	1.6
	0.4
	1.1
	0.3
	0.1
	0.3
	0.8
	0.4
	0.4
	0.4

	services 
	0.2
	0.3
	1.4
	0.3
	0.4
	0.3
	0.8
	0.3
	1.4
	0.1
	0.1
	0.3


Source: Belstat
Table 1.8. Price index figures in the years 2006-2010
	
	2006
	2007
	2008
	2009
	2010

	Consumer price inflation (%)
	6.6
	12.1
	13.3
	10.1
	9.9

	Consumer price index
(%, average annual)
	7.0
	8.4
	14.8
	13.0
	7.8

	Core consumer price inflation (%)
	4.9
	10.2
	11.8
	8.7
	9.7

	Producer price inflation (%)
	9.0
	16.8
	16.4
	11.1
	19.3


Source: Belstat, National Bank
Structural reforms
Directive of the President of the Republic of Belarus No. 4 “On the Development of the Entrepreneurial Initiative and Encouragement of the Business Activity in the Republic of Belarus” adopted in December 2010 has become the basis for implementing the further reforms aimed at the acceleration of the structural reforms and liberalization of the economy.
In the field of the price liberalization, the limitation of the trade mark-ups except for the short list of socially important goods was abolished.
To improve the legislative control of the privatization, the amendments to the Law on Privatization were made as well as the Decree on the Foundation of the National Agency for Investments and Privatization was issued in 2010. 
The creation of the Development Bank, which must take away from the commercial banks the function of lending under the state programmes, should be a significant step of the development of the financial system of the Republic of Belarus. The commercial banks will participate in the implementation of the state programmes on a competitive basis and commercial principles.

2 LABOUR MARKET and POPULATION’S FINANCES
Wages and salaries
In 2010, the nominal average monthly wage in the Republic of Belarus was 1238.0 thousand roubles (1,595.9 thousand roubles in December) that exceed the corresponding figure for 2009 by 23.9%. The real wage of the workers and employees in 2010 was increased by 14.9% in comparison with that of the year 2009.

Table 3.1 Dynamics of the nominal average monthly wage of workers and employees by forms of ownership, thousand roubles
	
	2006
	2007
	2008
	2009
	2010*

	Average nominal wage, thousand roubles
	582.2
	694.0
	868.2
	981.6
	1,238.0

	% of increase
	25.5
	19.2
	25.1
	13.1
	23.9

	including:
	
	
	
	
	

	state enterprises
	602.3
	705.3
	865.6
	950.6
	1,162.6

	% of increase
	24.6
	17.1
	22.7
	9.8
	22.1

	private enterprises
	529.8
	645.2
	823.6
	957.5
	1,314.3

	% of increase
	27.2
	21.8
	27.7
	16.3
	25.5

	foreign enterprises
	612.2
	842.2
	1,129.5
	1,431.1
	1,840.2

	% of increase
	30.8
	37.6
	34.1
	26.7
	19.2


* without small-entrepreneurship entities of non-governmental form of ownership
Source: Belstat
In the government-financed organizations, the nominal average monthly wage was 983.7 thousand roubles in 2010. The real wage of the workers and employees of the government-financed organizations was increased in 2010 by 18% in comparison with that in 2009.

The minimum wage rate in the Republic of Belarus is fixed annually from January 1 by the Council of Ministers of the Republic of Belarus. On the January 1, 2011, the minimum wage rate was increased up to 460 thousand roubles.
Unemployment
As of the end of 2010, the unemployment rate was 0.7% of the economically active population, the number of registered unemployed persons is 33.1 thousand and less than the respective figure as of December 2009 by 17.9%.
In 2010, 4.5% of the average monthly number of workers and employees of organizations worked in the regime of forced underemployment (in 2009, their share was 10.1%).
The labour potential of the Republic is being formed under influence of its absolute reduction due to reaching the able-bodied age by the smaller generation born in the 1990s. These tendencies have conditioned the reduction of the strength of the labour resources down to 6070.6 thousand persons in 2010.

In December 2010, the average unemployment benefit rate was 54.2 thousand roubles or 18.3% of the living wage budget.
Pension coverage
In the Republic, the joint pension system with fixed payments is functioning. The source of financing of the pensions consists of the contributions of employers (mainly 28 per cent of the wage fund) and workers (1 per cent of the earnings) being paid to the Fund for Social Security of the Population of the Ministry of Labour and Social Security. Since 2010, the Fund’s means are excluded from the contents of the Republican Budget.
The followings have the right to retirement pension:

Men having reached the age of 60 years and having the record of service of at least 25 years, of which at least 5 years with paying the contributions for pension insurance;

Women having reached the age of 55 years and having the record of service of at least 20 years, of which at least 5 years with paying the contributions for pension insurance.

The average rate of retirement pensions as of the end of the year 2010 was 584.7 thousand roubles (2.3 times the living wage budget for pensioners) that exceeds the level of December 2009 by 36.1%.
The retirement pension rates are subject to recalculation in accordance with the legislation concurrently with the growth of the average wage of the workers and employees while the pensions to be calculated at the minimum rate – also in case of increase of the living wage budget on the average per capita. The pensions are increased within the available funds.

For a number of last years, the expenditures for paying the retirement pensions come to 8 per cent of the GDP. The pensions are paid in proper time and to the fullest extent. The average retirement pension to average ware rate ratio in the Republic exceeds 37 per cent.

The followings have been determined as the strategic directions of improvement of the pension system:

– Introducing the additional compulsory professional pension insurance of the workers working under unfavourable labour conditions or carrying out some kinds of professional activities (within the work in this direction, the Law of the Republic of Belarus “On the professional pension insurance” was adopted on January 5, 2008 and put into force since January 1 2009. According to this Law, the preliminary accumulation of funds for financing the long-term pensions is carried out);

– Introducing the mechanism of accumulation of pension rights based on the notional accounts into the compulsory pension insurance and gradual transition to the calculation of pensions from the volume of contributions paid by the worker for the pension insurance. The work at the respective bill is in progress.

3. Foreign trade and balance of payments
Table 3.1. The balance of payments of the Republic of Belarus for 2009-2010 (analytical presentation) is as follows:
Million US dollars
	Items
	2009 
	2010*

	I. Current account
	-6,389.7
	-8,492.7

	Goods and services
	-5,517.8
	-7,425.6

	 export 
	24,865.0
	29,826.0

	 import 
	-30,382.8
	-37,251.6

	1. Goods, balance
	-6,987.0
	-9,118.2

	 export (in FOB prices)
	21,360.7
	25,347.8

	 import (in FOB prices)
	-28,317.7
	-34,466.0

	2. Services, balance
	1,439.2
	1,692.6

	 export
	3,504.3
	4,478.2

	 import
	-2,065.1
	-2,785.6

	3. Incomes, balance
	-1,113.9
	-1,334.2

	 credit (to the domestic economy)
	245.3
	278.7

	 debit (abroad)
	-1,359.2
	-1,612.9

	4. Current transfers, balance
	242.0
	267.1

	 credit (to the domestic economy)
	473.4
	907.4

	 debit (abroad)
	-231.4
	-640.3

	II. Account for operations with capital and financial operations
	8,301.5
	7,416.0

	1. Account for operations with capital
	159.8
	143.3

	 credit (to the domestic economy)
	264.2
	237.4

	 debit (abroad)
	-104.4
	-94.1

	2. Financial account
	8,141.7
	7,272.7

	2.1. Direct investments
	1,782.2
	1,306.6

	 assets (abroad)
	-102.2
	-43.4

	 liabilities (to the domestic economy)
	1,884.4
	1,350.0

	2.2. Portfolio investments
	18.8
	1186.0

	 assets (abroad)
	16.5
	-59.0

	 liabilities (to the domestic economy)
	2.3
	1245.0

	        2.3. Derivative financial instruments
	0.0
	0.0

	 assets (abroad)
	0.0
	0.0

	 liabilities (to the domestic economy)
	0.0
	0.0

	   2.4. Other investments
	6,340.7
	4,780.1

	 assets (abroad)
	-507.7
	-716.0

	 liabilities (to the domestic economy)
	6,848.4
	5,496.1

	2.4.1. Commercial credits
	657.0
	1100.4

	assets
	-620.5
	-115.1

	 liabilities
	1,277.5
	1,215.5

	2.4.2. Credits and loans
	4,302.5
	3,529.1

	 assets
	-5.4
	68.3

	 liabilities
	4,308.3
	3,460.8

	2.4.3. Cash money, accounts and deposits
	371.6
	352.7

	 assets
	152.0
	-765.4

	 liabilities
	219.6
	1118.1

	
2.4.4. Others 
	1,009.2
	-202.1

	assets
	-33.8
	96.2

	liabilities
	1,043.0
	-298.3

	III. Statistical discrepancies
	531.1
	268.2

	IV. Total balance
	2,442.9
	-808.5

	V. Financing (change of the reserve assets**)
	-2,442.9
	808.5


* Preliminary data
** change of the reserve assets is calculated using the technique of the IMF SDDS. The sign “+” designates the decrease of the reserve assets.
Source: National Bank
Current account
In 2010, the current account deficit increased by 32.9% in comparison with 2009 and reached 8492.7 million US dollars (15.6% of the GDP). The main factor of deterioration of the current account was the rise in the deficit of trade balance by 30.5%. The main contribution to the deterioration of the trade balance was made by the energy products, the balance of trade in which decreased by 1654.2 million US dollars while the balance of trade in non-energy products decreased by 507 million US dollars. The negative balance in the incomes item has increased by 19.8%. The positive balance in the services item has increased by 17.6%. During the year 2010, the gradual deterioration of the current account deficit from 1,268.9 million US dollars or 11.7% of the GDP in the 1st quarter up to 3,111.6 million US dollars or 20.4% of the GDP in the IV quarter (table 3.2) was observed. 
Table 3.2. Quarterly dynamics of variation of the current account deficit in the years 2009-2010.











Million US dollars
	Current account deficit
	2009
	2010

	
	I
	II
	III
	IV
	I
	II
	III
	IV

	million US dollars
	-1,932.1
	-1,642.2
	-814.0
	-2,001.4
	-1,268.9
	-1,982.8
	-2,129.4
	-3,111.6

	% of the GDP
	-18.9
	-14.4
	-5.7
	-15.1
	-11.7
	-15.5
	-13.5
	-20.4


Source: National Bank
Trade balance
The deficit of trade balance in 2010 was 9,118.2 billion US dollars or 16.7% of the GDP. The export of goods increased by 18.7% and reached 25.3 billion US dollars. The average export prises increased by 15.5% and the increase of the physical volume of export reached 2.5%.
The energy export was 6,932.6 million US dollars, less by 11.7% comparing with 2009. The physical volumes of energy exports increased by 33.9% and the average prices for the energy carriers being exported increased by 33.6%.

The export of non-energy products increased by 36.3% and reached 18415.2 million US dollars. The rise in both the physical volumes of the deliveries of these products (by 25.9%) and in the average prices (by 8%) was observed.
The main groups of the goods exported in the years 2009-2010 are presented in Table 3.3.

Table 3.3. Structure of export of the goods in 2009-2010
	
	2009
	2010

	Mineral products
	37.9
	28.6

	Chemical industry products
	12.4
	13.0

	Agricultural products and foodstuffs
	10.7
	12.9

	Machines and equipment
	8.0
	8.8

	Transport vehicles
	6.8
	8.7

	Non-precious metals
	6.9
	7.6

	Other goods
	17.3
	20.4


The Russian Federation and EU remained the main export markets for Belarusian goods (38.9% and 30.1%, respectively). 

The main export products included oil products (6,751.7 million US dollars or 26.8% of the export of goods), potassium fertilizers (2,225.6 million US dollars, 8.8% of the export), cheese and milk products (1075.7 million US dollars, 4.3% of the export), trucks (813.3 million US dollars, 3.2% of the export) and tractors (790.5 million US dollars, 3.1% of the export).

In 2010, the import of goods increased by 21.7% up to 34466 billion US dollars. The average prices of import increased by 13.3% and the rise in physical volumes of import was 7.7%. 
The import of energy products increased by 6.6% in comparison with 2009 and reached 11,956.9 million US dollars. The physical volumes of energy import reduced by 20.9%, and the average prices increased by 34.8%. 

The non-energy import increased by 31.7% in comparison with 2009 and reached 22,509.1 billion US dollars. The physical volume of the non-energy import increased by 26.4% and the average prices – by 4.5%.

The main groups of the imported goods in 2009-2010 are presented in Table 3.4.

Table 3.4. Structure of the import of goods in 2009-2010
	
	2009
	2010

	Mineral products
	40.3
	35.3

	Machines and equipment
	15.5
	16.7

	Non-precious metals
	8.8
	11.2

	Agricultural products and foodstuffs
	8.2
	8.2

	Chemical industry products
	7.2
	7.4

	Transport vehicles
	5.8
	6.3

	Other goods
	14.2
	14.9


Source: National Bank

The main goods of the Belarusian import were crude oil (6,757.7 million US dollars or 19.6% of the total import of goods) and natural gas (4046 million US dollars or 11.7% of the import).

The Russian Federation and EU remained the main importers of the goods into the Republic of Belarus (51.8% and 21.6%, respectively).
Balance of services
In 2010, the positive balance of services reached 1692.6 million US dollars or 3.1% of the GDP and was mainly caused by the positive balance in the “transport services” item in the amount of 1638.4 million US dollars. The largest negative balance has appeared in the items “travels” (160.6 million US dollars), “royalties and license fees” (86.8 million US dollars) and financial services (61.7 million US dollars). 
The export of services in 2010 increased by 27.8% and reached 4478.2 million US dollars. The import of services reached 2785.6 million US dollars which is more by 34.9% than in 2009. The structure of the export and import of services is presented in Table 3.5.
Table 3.5. Structure of the export and of the import of services in 2010
	export item
	2010
	import item
	2010

	Transport services
	67.1
	Transport services
	49.1

	Travels
	9.2
	Travels
	20.5

	Computer and information services
	4.9
	Construction services
	6.0

	Communication services
	3.9
	Communication services
	3.5

	Construction services
	2.8
	Royalties and license fees
	3.4

	Other services
	12.1
	Other services
	17.5


Source: National Bank

Incomes
The balance of incomes from labour and investments in 2010 has appeared to be negative in the amount of 1334.2 billion US dollars (2.4% of the GDP). 
The negative balance of incomes from investments in 2010 was almost 1462.9 billion US dollars. The volume of the incomes receivable from the assets placed abroad reached 138.1 million US dollars. The incomes payable to non-residents were amount 1601 million US dollars.
Table 3.6. Amount of balance of incomes from investments broken down by economy sector
million US dollars
	
	2009
	2010

	
	
	

	Monetary authorities
	-6.5
	1.9

	Public authorities
	-148.8
	-213.3

	Banks
	-128.6
	-193.8

	Non-financial sector
	-922.7
	-1057.7


Source: National Bank
The balance of incomes from labour appeared to be positive in the amount of 128.7 million US dollars. 
Account for operations with capital and financial account balance
The positive balance on the capital transaction account and financial account balance was 8,224.5 billion US dollars in standard terms that exceeds the respective figure for the year 2009 by 40.4%.
Account for operations with capital 
The positive balance of the account for operations with capital was 143.3 million US dollars that is less by 10.3% comparing with 2009. 
Financial account
In 2010, the financial account
 appeared to be positive in the amount of 8081.2 million US dollars which is by 41.8% more than in 2009. The foreign assets increased by 9.9 million US dollars and the foreign liabilities – by 8091.1 million US dollars. The inflow was mainly provided at the cost of net attraction of foreign direct investments and portfolio investments as well as foreign credits and loans including trade credits.
Table 3.7. Financial account transactions in 2009-2010
	
	2009
	2010

	Foreign assets
(the “–” sign means the growth)
	-3,036.3
	-9.9

	international reserve assets
	-2,442.9
	808.5

	other foreign assets of residents
	-593.4
	-818.4

	direct investments abroad
	-102.2
	-43.4

	foreign portfolio investments and derivative financial instruments
	16.5
	-59.0

	other foreign assets
	-507.7
	-716.0

	External liabilities of residents
(the “–” sign means the reduction)
	8,735.1
	8,091.1

	direct foreign investments into the Republic of Belarus
	1,884.4
	1,350.0

	portfolio investments of non-residents and derivative financial instruments
	2.3
	1,245.0

	other external liabilities
	6,848.4
	5,496.1

	Financial account, balance
	5,698.8
	8,081.2


Source: National Bank
Direct investments
The net inflow of foreign direct investments in 2009 was 1306.6 million US dollars which is less by 26.7% then in 2009. 
The inflow of direct investments into the Republic of Belarus (with the account of withdrawals) was 1350.0 million US dollars that is less by 28.4% than in 2009. The 60.8% of the total volume of direct investments came from the Russian Federation. The information about the forms of attraction of foreign direct investments is presented in Table 3.8.
The direct foreign investments of residents of the Republic of Belarus in 2010 were 43.4 million US dollars.

Table 3.8. Direct foreign investments to Belarus in 2010
	
	2010
(million US dollars)
	in per cent of the total volume
	change to 2009,%

	Investments in the capital stock
	856.9
	63.5
	-39.0

	Re-invested incomes
	437.4
	32.4
	4.7

	Other capital
	55.7
	4.1
	-10.0

	Direct investments in Belarus
	1,350.0
	100
	-28.4


Source: National Bank
Portfolio investments
In 2010, the positive balance on securities transactions reached 1186.1 million US dollars and was conditioned by the debut placements of debt securities of the Republic of Belarus in the international capital markets, i.e. issue of Eurobonds of the Republic of Belarus to the total amount of 1 billion US dollars in July-August and issue of government bonds in the Russian debt market in the amount of 7 billion Russian roubles in December.

Other investments
The net inflow on the transactions carried out with commercial and other credits, loans, accounts and deposits as well as other foreign assets (except for reserve ones) and liabilities was observed to the amount of 4780.1 million US dollars that is less by 24.6% than the respective reading for 2009. The foreign assets of the residents of the Republic of Belarus increased by 716 million US dollars and liabilities of the residents to the outside world increased by 5496.1 million US dollars.
The inflow of financial resources is conditioned to a great extent by net attraction of capital in the form of foreign credits and loans to the country, growth of the account payable on the foreign trade transactions as well as rise in the liabilities of the banking system of the Republic of Belarus on accounts and deposits.

The international reserve assets of the Republic of Belarus in 2010 reduced by 621.8 million US dollars and were 5030.7 million US dollars as of January 1, 2011 which is comparable with the value of the import of the goods and services for 1.6 months. 

Table 3.9. International reserve assets of the Republic of Belarus in the determination of the IMF SDDS
	
	January 1, 2010
	July 1, 2010
	October 1, 2010
	January 1, 2011

	International reserves 
	5,652.5
	5,525.3
	5,984.8
	5,030.7

	including:
	
	
	
	

	Monetary gold
	821.1
	813.6
	933.9
	1599.8

	Special Drawing Rights
	578.4
	545.3
	573.8
	567.7

	Reserve position in the IMF
	0.0
	0.0
	0.0
	0.0

	Assets in a foreign currency
	2519.9
	3192.1
	3472.2
	1907.7

	Other assets
	1733.1
	974.3
	1004.9
	955.5


Source: National Bank
International investment position
As of January 1, 2011, the international investment position of the Republic of Belarus appeared to be negative in the amount of 26420.7 million US dollars, and worsened by 7522.7 million US dollars in 2010. The external assets were 11151.6 million US dollars including those on the debt instruments to the amount of 11017.2 million US dollars. The liabilities to the outside world were 37572.3 million US dollars including those on the debt instruments in the amount of 28512.1 million US dollars.
Gross foreign debt
The gross external debt of the Republic of Belarus was 28512.1 billion US dollars (52.2% of the annual GDP) as of January 1, 2011 having increased by 6451.8 million US dollars or 29.2% from the beginning of the year. The short-term foreign debt increased by 29.6% from the beginning of 2009 and reached 12793.6 million US dollars (44.9% of the total amount of the debt).
Within the foreign debt of the Republic of Belarus, the share of the monetary authorities was 6.5%, public authorities – 35.3%, banks – 20.1% and other sectors (non-financial sector and households) – 38.0%. 
Table 3.10. Gross foreign debt of the Republic of Belarus
million US dollars
	
	January 1, 2010
	January 1, 2011

	Gross foreign debt
	22,060.3
	28,512.1

	short-term (up to one year)
	9,871.9
	12,793.6

	long-term
	12,188.4
	15,718.5

	Public authorities
	8,363.0
	10,057.9

	short-term
	0.0
	0.0

	long-term, including
	8,363.0
	10,057.9

	
debt securities
	0.5
	1,230.1

	
credits and loans
	7,784.6
	8,260.1

	
trade credits
	0
	0

	
other debt instruments
	577.9
	567.7

	Monetary authorities
	423.7
	1,855.3

	short-term
	145.6
	1,267.1

	
credits and loans
	0.0
	146.7

	
accounts and deposits
	145.4
	1,120.8

	
other debt instruments
	0.2
	0

	long-term
	278.1
	588.2

	
credits and loans
	78.1
	588.2

	
accounts and deposits
	200.0
	0

	Banks
	3,553.0
	5,752.1

	short-term
	1,621.3
	2,692.9

	
debt securities
	7.3
	22.0

	
credits and loans
	1,039.4
	2,246.1

	
accounts and deposits
	129.6
	212.9

	
other debt instruments
	445.0
	211.9

	long-term
	1,931.7
	3,059.2

	
credits and loans
	1,876.3
	2,767.1

	
accounts and deposits
	55.4
	292.1

	Other sectors
	8,921.8
	10,033.3

	short-term
	7,306.2
	8,020.1

	
credits and loans
	950.9
	509.0

	
trade credits
	5,693.2
	6,908.6

	
other debt instruments
	662.1
	602.5

	long-term
	1,615.6
	2,013.2

	
credits and loans
	1,615.6
	2,013.2

	Direct investments: intercompany crediting
	798.8
	813.5

	indebtedness to the subsidiaries
	0
	0

	indebtedness to the direct investors
	798.8
	813.5


Source: National Bank
4.
STATE BUDGET AND budgetary and taxation policy
Implementation of the consolidated budget in 2010
The Republican Budget and the local ones are formed annually in the Republic of Belarus for providing the performance of the tasks and functions of the state. The local budgets are divided into:

- Primary-level budgets (rural areas, settlement and town (those of towns under district jurisdiction) ones);

- Basic-level budgets (district and town (those of the towns under regional jurisdiction));

- Regional-level budgets (regional ones and budget of the city of Minsk).

The consolidated budget of the Republic of Belarus includes the budgets of all the administrative-territorial units and consists of the Republican Budget, consolidated budgets of the regions and budget of the city of Minsk.

Since 2010, the consolidated budget of the Republic of Belarus does not include the means of the Fund for Social Security of the Population of the Ministry of Labour and Social Security of the Republic of Belarus. The Fund for Social Security of the Population is a state special-purpose fund to be approved by a separate law.

In 2010, the consolidated budget was implemented with the deficit of 4.2 trillion roubles, or 2.6% of GDP, in comparison with the deficit in the amount of 2.5 trillion roubles or 1.8% of the GDP in 2009. The results of implementation of the consolidated budget are presented in Table 4.1. 

Table 4.1 Implementation of the consolidated budget in the years 2009-2010 and plan for 2011
Billion roubles
	 
	2009
	2010*
	2011 **

	1. REVENUES – total
	46,740.8
	48,754.2
	55,499.9

	1.1. TAX REVENUES, of them:
	41,304.7
	44,874.7
	50,512.0

	income tax
	4,305.3
	5,380.8
	6,027.1

	profit tax
	4,607.7
	5,580.4
	6,547.0

	property taxes
	1,626.7
	1,850.1
	1,890.8

	VAT
	12,083.1
	16,226.4
	19,137.8

	excise taxes
	3,637.4
	4,350.2
	5,370.7

	tax revenues from foreign economic activities
	7,969.5
	5,776.2
	7,263.9

	1.2. NON-TAX REVENUES
	5,322.0
	3,769.6
	4,841.1

	1.3. GRATUITOUS EARNINGS
	114.1
	109.7
	146.8

	2. EXPENDITURES (functional classification)
	49,200.8
	52,980.3
	61,466.7

	2.1 State expenditures
	8,053.5
	10,188.6
	10,996.7

	o/w: State Investment Programme
	4,994.3
	6,033.7
	5,423.5

	2.2. National defence
	1,323.7
	1,543.1
	2,105.8

	2.3. Judicial power, law-enforcement activities and security enforcement
	2,433.9
	2,941.4
	4,011.9

	2.4. National economy
	16,359.9
	12,411.7
	12,255.2

	2.5. Environment protection
	396.9
	495.8
	562.8

	2.6. Housing and communal services and housing construction
	3,042.6
	3,896.1
	3,956.9

	2.7. Public health
	5,354.0
	6,462.4
	7,926.2

	2.8. Physical culture, sports, culture and mass media
	1,414.2
	1,730.8
	2,099.0

	2.9. Education
	6,767.1
	8,341.9
	11,046.9

	2.10. Social policy
	4,055.0
	4,968.9
	6,505.5

	
	
	
	

	3. EXPENDITURES (economic classification)
	49,200.8
	52,980.8
	61,466.7

	3.1 CURRENT EXPENDITURES, of them
	33,059.8
	39,428.5
	50,696.4

	Wages and salaries
	9,257.9
	11,531.7
	15905.8

	Charge on pay-roll
	2,470.8
	3,079.0
	4,342.8

	Servicing of the public-sector debt
	1,069.3
	1,110.5
	2,997.7

	Current budget transfers
	11,584.7
	13,709.9
	15,828.2

	3.2. CAPITAL EXPENDITURES
	11,161.5
	13,632.9
	12,551.2

	3.3. GRANTING THE CREDITS AND LOANS LESS THE REPAYMENT
	4,979.5
	-81.2
	-2,254.8

	4. FINANCIAL RESERVE
	
	
	473.8

	Deficit (surplus)
	-2,459.9
	-4,226.1
	-5,966.8

	Financing
	2,459.9
	4,226.1
	5,966.8

	   Internal financing
	-9,023.2
	-409.3
	3,347.4

	   External financing
	11,483.1
	4,635.4
	2,619.4


*  - preliminary data
** - approved
Source: Ministry of Finance
In spite of the relatively high rates of economic growth in 2010 (the GDP growth was 7.6%), the consolidated budget was executed with higher than initially planned deficit, first of all, due to changed conditions of the oil import from the Russian Federation from the beginning of 2010. As a result, the budget losses due to deficiency of export customs duties when exporting oil and oil products were almost 5.7 trillion roubles. 

The revenues of the consolidated budget in 2010 were 48.8 trillion roubles or 29.9% of the GDP which exceeds the respective figure of 2009 by 4.3% in nominal terms. Over 92.0% of the revenues of the consolidated budget came from the tax receipts, including the value-added tax (33.3% of the total amount of the incomes), profit tax (11.4%), income tax (11.0%), tax incomes from the foreign economic activities (11.8%) and excise taxes (8.9%). 

The expenditures of the consolidated budget were almost 53.0 trillion roubles (32.5% of GDP) which is more by 7.7% than in 2009 in nominal terms. By economic classification, the major expenditures items of the consolidated budget in 2010 were current expenditures – 74.4% of the total amount of the expenditures including those for the wages and salaries of workers and employees in the budgetary sector and charges on it – 27.6%, current budget transfers – 25.9% and servicing of the public-sector debt – 2.1%. The share of capital expenditure was 25.7%. 16.1% of the total on-budget expenditures were assigned to financing the investments in fixed capital. 

The budget of 2010 retained its social orientation. The volume of appropriations for financing the social sphere (public health, physical culture, sports, culture and mass media, education and social policy) was 21.5 trillion roubles or 40.6% of the total expenditures of the consolidated budget. The expenditures of the consolidated budget for the national economy were 12.4 trillion roubles (23.4% of the total expenditures). 

Changes in the tax policy in 2010
For the purpose of improvement of the taxation system of the Republic of Belarus, the following changes were made since January 1, 2010:

–
The charge in favour of the Republican Fund for Supporting the Producers of Agricultural Products and Foods and the Agrarian Science was abolished;

–
The local tax on sales of goods in retail trade was abolished;

–
The tax on acquisition of vehicles was abolished and other measures were taken.

It shall be noted that the tax reform, which was carried out for the last 5 years, included the abolishment of 26 taxes and charges, 57 system-based measures for simplifying the tax system and introduction of the electronic declaring system reducing considerably the costs for submitting the tax declarations their filling-in and calculation of the taxes (about 60% of payers have joined in with this system today).

As a result of the measures taken, the reduction of the tax burden on the economy by 6.5 percentage points of the GDP in 2006-2010 (from 34.0% of GDP in 2006 down to 27.5% of GDP in 2010) was provided.
Budget for 2011
The budget for 2011 was calculated based on the growth of GDP by 10% and the CPI inflation is predicted at the level of 8%.

The distinctive features of the budget for 2011 are:

· Reduction of the tax burden and further simplification of the tax administration.

In 2011, the liberalization of the tax legislation was continued: the local charge for the development of territories, the local tax on services and the three payments of economic tax were abolished. As a result, the tax burden on the economy will be reduced by 0.4 percentage points of GDP that will retain over 700 billion roubles funds at the enterprises’ disposal.

According to the experts’ assessments, the extended investment allowances for the profit tax and VAT will increase the investment capabilities of the domestic enterprises at the cost of their own sources to the amount of about 1.5 trillion roubles.

The radical improvement of the tax administration is a significant stage of the Belarusian tax system. The periodicity of paying the taxes and submitting the tax declarations is reduced considerably, the forms of tax declarations are simplified, the scope of application of the electronic tax declaring is extended due to its better availability, the unnecessary regulation of the payers’ documents circulation was abolished due to minimizing the obligatory primary accounting documents (10-15 forms) confirming the fact of carrying out the business transactions.

As a result, the taxation system of the Republic of Belarus corresponds already to those of developed countries as to its composition. As is in the most European countries, it will be based on the consumption taxes (VAT and excise taxes), income and profit taxes, property taxes (real estate tax and land tax), ecological tax and deductions to the Fund for Social Security of the Population. An ordinary payer will only pay 5 taxes of them, as a rule, once a quarter.

· Considerable growth in the structure of the budget of the so-called “social package” at the cost of increase of ages, salaries, pensions and grants as well as providing the other social guarantees for the population.

Whereas the share of the wages and salaries, charges on the wages and transfers to the population was 31.6% of the budget expenditures in 2009 and 36.5% in 2010, in 2011 it should increase to 43.1%.

· Retaining the level of supporting of the economy and stimulating its innovation development.

Taking into account the measures for improving the tax policy, the revenues of the consolidated budget in 2011 are planned in the amount of 55.5 trillion roubles (27.7% of GDP). The structure of budget revenues does not vary; the main share will consist of the VAT, tax on the profit and incomes from the foreign economic activities and excise taxes.

It is planned that the deficit of the consolidated budget will be 5.9 trillion roubles or 3% of GDP. It is planned that the financing of the deficit in 2011 will be provided at the cost of the internal sources in the amount of 3.3 trillion roubles and of the external sources in the amount of 2.6 trillion roubles.

Thus, the expenditures of all levels will be 61.5 trillion roubles (30.7% of GDP). The main branches of the social sphere, such as public health, education, social policy will be provided by the budgetary appropriations with the growth by 22.6% (public health), 32.4% (education) and 30.9% (social policy) as compared with 2010.

By economic classification, the major expenditures of the consolidated budget in 2011 will be current expenditures, 82.5% of the total amount of the expenditures including those for the wages and salaries of the workers and employees in the public sector and charges on the latter – 32.9%, subsidies and current transfers – 25.8% and servicing of the public-sector debt – 4.9%; the share of the capital expenditures will be 20.4%. 

5.
public debt 

The public debt of the Republic of Belarus
 as of December 31, 2010 was 61025.3 billion roubles or 37.4% of the GDP and increased by 36.9% in 2010. The domestic public debt was 31963.7 billion roubles (19.6% of GDP) and increased by 45.2% from the beginning of the year. The external public debt was 9687.2 million US dollars as of December 31, 2010 and increased by 22.8% in 2010.

Since January 1, 2011, neither guarantees provided by the Government of the Republic of Belarus nor debt of the local government and self-government will be accounted when calculating the public debt due to putting into force the amendments to the Budgetary Code of the Republic of Belarus. 
Domestic Public Debt
As of December 31, 2010, the domestic public debt was 31,963.7 billion roubles or 19.6% of GDP.

Table 5.1. Domestic public debt of the Republic of Belarus 

million roubles
	
	January 1, 2007
	January 1, 2008
	January 1, 2009*
	January 1, 2010
	January 1, 2011

	1. Government’s liabilities formalized as the domestic public debt
	702,208.9
	607,116.2
	509,192.2
	415,592.2
	320,550.6

	2. Government securities; securities issued by the local government and self-government authorities
	3,274,084.0
	3,665,460.0
	5,405,578.9
	3,092,614.6
	5,548,839.4

	3. Liabilities on the borrowed current assets attracted by the local government and self-government authorities
	
	
	2,818,307.0
	1,211,598.4
	1,353,477.4

	4. Guarantees of the Government as well as local government and self-government authorities
	1,127,809.9
	1,829 633.4
	10,562,717.4
	17,278,087.3
	24,740,798.9

	5. Other liabilities of the Government of the Republic of Belarus as well as local government and self-government authorities
	61,110.9
	28,880.1
	21,239.2
	16,625.0
	0.0

	Domestic public debt
	5,165,213.7
	6,131,089.7
	19,317,034.7
	22,014,517.5
	31,963,666.3


* Since January 1, 2009, the internally held public debt includes the debt instruments of the local government authorities as well as guarantees issued by the local government authorities.

Source: Ministry of Finance
Table 5.2. Dynamics of the issueing and redemption of the government securities 

Billion roubles
	
	2006
	2007
	2008
	2009
	2010

	Volume of the attracted funds received from issueing of the government securities
	2,248
	2,132
	3,193
	94
	95

	Redemption of the government securities
	1,168
	1,741
	1,453
	3,458
	392.6

	Balance of the debt on the government securities at the end of year
	3,274
	3,666
	5,406
	2,042
	1,789.8


Source: Ministry of Finance
External Public Debt
The external public debt of the Republic of Belarus as of January 1, 2011 was 9687.2 million US dollars (17.8% of GDP). In the structure of the external public debt, the share of credits to be repaid from the republican budget was 97.9% (9,486.2 million US dollars) and that of the credits to be repaid at the cost of the borrowers’ own funds is 2.1% (201.0 million US dollars). 
The Law of the Republic of Belarus “On the Republican Budget for the Year 2011” sets the limit of the externally held public debt to the amount of 13 billion US dollars and the limit of the externally held debt guaranteed by the Republic of Belarus – to the amount of 5 billion US dollars.

The payments for repayment and servicing the externally held public debt are protected items of expenses when implementing the republican budget.

Table 5.3. Dynamics of the external public debt of the Republic of Belarus
Million US dollars
	
	2006
	2007
	2008
	2009
	2010

	The external public debt (as of the end of the period)
	837.9
	2,336.7
	3,718.9
	7,891.4
	9,486.2

	External state loans received
	211.8
	1,729.3
	1,567.6
	4,306.8
	2,416.5

	Payments for repaying and servicing the external public debt
	215.7
	308.8
	356.0
	316.9
	787.6

	principal
	171.6
	258.3
	178.9
	166.0
	568.3

	interest, commissions
	44.1
	50.5
	177.1
	150.9
	219.3


Source: Ministry of Finance
Table 5.4. Structure of the external public debt
Million US dollars
	
	2006
	2007
	2008
	2009
	2010

	External public debt, total
	837.9
	2,336.7
	3,718.9
	7,891.4
	9,687.2

	including those broken down by creditors
	
	
	
	
	

	Multilateral loans
	64.6
	51.0
	49.4
	3,122.3
	3,790.2

	IMF
	0
	0
	0.0
	2,861.0
	3,495.3

	International Bank for Reconstruction and Development 
	49.4
	41.0
	41.5
	255.6
	291.3

	European Bank for Reconstruction and Development
	15.2
	10.0
	7.9
	5.7
	3.6

	Bilateral loans
	687.7
	2,285.7
	3,669.5
	4,769.1
	4,667.3

	Russia
	314.9
	1,746.4
	2,675.1
	3,302.2
	3,032.4

	Germany
	127.3
	122.9
	81.7
	72.8
	148.7

	USA
	62.8
	59.1
	55.5
	51.8
	48.2

	UK
	0
	103.1
	65.3
	33.6
	0

	China
	124.9
	215.9
	265.1
	785.3
	898.7

	Venezuela
	0
	0
	500.0
	500.0
	500.0

	other countries
	57.8
	38.3
	26.6
	23.4
	39.3

	Eurobonds
	0
	0
	0
	0
	1,229.7

	Sindicated loans
	85.6
	0
	0
	0
	0

	

	including those broken down by repaying sources
	
	
	
	
	

	Direct public debt
	574.5
	2,025.7
	3,588.8
	7,778.8
	9,486.2

	Debt guaranteed by the State
	263.4
	311.0
	130.1
	112.6
	201.0


Source: Ministry of Finance
The portfolio of the external state loans is featured by low value and long term of the resources attracted. So, as of January 1, 2011, the average term prior to repayment of the external state loans was over 5 years, the average interest rate on the credit portfolio was 3.6% and the share of the debt to be repaid within 12 months was 2.1%. The indebtedness nominated in US dollars was 55.5% and that in special drawing rights – 36.1%, in Euros – 4.5% and in other currencies – 3.9%. 

Credits of the IMF
In January 2009, the Republic of Belarus achieved the agreement with the IMF about extension the funds in the total amount of 1618.1 million special drawing rights within the “stand-by” programme in 2009-2010. On June 28, 2009, the Board of Directors of the IMF approved the increase of the level of availability to the Fund’s resources within the “stand-by” programme to 2269.5 million special drawing rights. As of January 1, 2011, the Republic was provided with 2269.5 million special drawing rights within the said programme that is equivalent to 3495.3 million US dollars or 36.1% of the amount of the external public debt of the Republic of Belarus.

As of January 1, 2011, the indebtedness under the credits of the World Bank was 291.3 million US dollars or 3.1% of the credit portfolio of the country. In 2010, the Republic cooperated actively with the World Bank. The implementation of the projects for improvement and modernization of the motor road (to the amount of 150 million US dollars.), for handling the hard domestic waste (42.5 million US dollars) and additional loan for rehabilitation of regions suffered from the accident at the Chernobyl Nuclear Power Plant (30 million US dollars) was approved. Since the second half of the year 2010, the joint preparation of the Development Policy Loan (DPL) which provides for support from the side of the Bank for structural reforms to be carried out in the Republic of Belarus was begun. The possible amount of the first tranche of the DPL is approximately 90-100 million US dollars. 
In cooperation with the European Bank for Reconstruction and Development, the project of financing of small- and medium-scale enterprises is being implemented at present. This project is intended for supporting the small- and medium-scale business of the Republic by financing investment projects of enterprises and companies representing this economy sector to the amount of 37.5 million US dollars. At the same time, the conditions of the new three-year strategy (for the years 2010-2012) provide for the more extensive opportunities for cooperation with state-owned enterprises. The indebtedness in favour of the European Bank for Reconstruction and Development was 3.6 million US dollars as of January 1, 2011.

Bilateral agreements
As of January 1, 2011, the largest share in the credit portfolio of the country belongs to Russia (31.3%), China (9.3%) and Venezuela (5.2%). The main bilateral creditor of the Republic of Belarus is Russia. The indebtedness on the state credits of the Russian Federation was 3032.4 million US dollars as of January 1, 2011.

6.
monetary policy and banking system
Monetary policy in 2010
The monetary policy in 2010 was aimed at maintenance of the financial stability and achievement of set indicators of the social and economic development of the country. Ensuring the stability of Belarusian rouble remains the priority goal of the monetary policy. 
The foreign-exchange policy in 2010 was aimed at maintaining the exchange rate of Belarusian rouble in relation to the basket of currencies consisting of US dollar, euro and Russian rouble in equal proportions near the parity value fixed at the beginning of the year for the purpose of limiting the inflationary processes in the economy and containing the devaluation expectations. As of January 1, 2011, the value of the basket of foreign currencies increased by 1.8% in the course of 2010 and achieved 1054.68 roubles with the corridor of the possible fluctuations of the value of the basket of currencies within ±10%. In 2010, the course of Belarusian rouble in relation to the US dollars reduced by 4.8% and by 4% in relation to Russian rouble and increased by 3.3% in relation to euro (table 6.1).
Table 6.1. Dynamics of the exchange rate of Belarusian rouble in 2010
	
	to US dollar
	to euro
	to Russian rouble

	Official exchange rate as of December 31, 2009
	2,863
	4,106.1
	94.7

	Official exchange rate as of December 31, 2010
	3,000
	3,972.6
	98.4

	Average official exchange rate in 2010
	2,978.1
	3,949.9
	98.1


Source: National Bank
The index of the real effective exchange rate of the Belarusian rouble decreased by 5.65% in comparison with 2009.
For 2010, the net demand for foreign currency in the all sectors of the domestic currency market was 7.2 billion US dollars  and exceeded the level of 2009 by almost 3.6 billion US dollars. The net purchase of foreign currency by the population slightly exceeded 1.5 billion US dollars.
The interest rate policy of the National Bank was aimed at the reduction of the total level of interest rates in the economy for the purpose of improvement of availability of credit resources. 
In 2010, the National Bank reduced gradually the refinance rate from 13.5% per annum at the beginning of the year to 10.5% per annum since September 15, 2010. At the same time, the interest rates on the instruments of the National Bank were reduced: by 5.5 percentage points to 16% per annum on the permanently available instruments and bilateral transaction for supporting the liquidity and by 2.5 percentage points to 7% per annum on the overnight deposit. 
The average full interest rate on the new credits of banks in Belarusian roubles was 13.6 % per annum in December 2010 and decreased by 7.6 percentage points in comparison with the level of January 2010 and in foreign currency – 8.5% per annum and decreased by 3.2 percentage points
The interest rate of the banks on new deposits with fixed periods in Belarusian roubles was 10.2% per annum in December 2010 and decreased by 7.5 percentage points in comparison with the level of January 2010. The interest rate on new deposits with fixed periods in a foreign currency for individuals decreased from 8% per annum in January down to 6.8% in December 2010 and on the deposits of legal entities increased from 5.7% to 6.5% per annum, respectively. 

Monetary review
The money supply in roubles (М2*) increased by 27.4% in 2010 including by 7.3% in December (it increased by 1% in 2009). The traditional seasonal decrease by 9.3% or by 1.93 trillion roubles was registered in January 2010 and the increase by 40.5% or 7.6 trillion roubles was registered in February-December 2010. The dynamics of components of the money supply in roubles for 2010 is presented in Table 6.2.
Table 6.2. Dynamics of components of the money supply in roubles in 2010.

Billion roubles
	
	
	
	Growth

	
	January 1, 2010
	January 1, 2011
	billion roubles
	%

	Cash money in circulation
	3,647.2
	4,493.9
	+846.7
	+23.2

	Transferable deposits of individuals
	2,105.3
	2,832.2
	+726.9
	+34.5

	Transferable deposits of legal entities
	5,589.5
	6,471.3
	+881.8
	+15.8

	Active money supply in roubles
	11,342.0
	13,797.4
	+2,455.4
	+21.6

	Deposits with fixed periods 
	8,849.5
	11,601.8
	+2,752.3
	+31.1

	of individuals
	5,907.2
	6,978.7
	+1,071.5
	+18.1

	of legal entities
	2,942.4
	4,623.1
	+1,680.7
	+57.1

	Securities issued by banks (outside the banking) in the national currencies
	545.5
	1,025.8
	+480.3
	+88.0

	Money supply in roubles (М2*)
	20,737.0
	26,425.0
	+5,688.0
	+27.4


Source: National Bank
As of January 1, 2011, the share of deposits in the structure of the money supply in roubles increased by 1.2 percentage points comparing with the beginning of 2010 and the share of securities issued by banks (outside the banking) increased by 1.3 percentage points with reducing the share of cash money in circulation by 0.6 percentage points and transferable deposits by 1.9 percentage points. 

The velocity of circulation of the monetary aggregate М2* as calculated on an average annual basis from January 1, 2010 till January 1, 2011 reduced by 7.75 per cent. The coefficient of monetization of the economy calculated according to the average annual money supply in roubles in 2010 was 14.1% against 13% in 2009.

The broad money supply in 2010 increased by 31.9% (by 23.1% in 2009) and was 50.3 trillion roubles as of the beginning of 2011. The velocity of circulation of the broad money supply calculated on an average annual basis reduced by 6.1% in the period from January 1, 2010 till January 1, 2011. 
Since 2010, the deposits in a foreign currency (US dollar equivalent) increased by 30.2% including the growth by 5.3% in the course of December 2010 and reached 7.37 billion US dollars as of January 1, 2011. In their volume as of January 1, 2011, the largest share (59.4%) belongs to the individuals’ means. The deposits of individuals in a foreign currency increased by 23.7% and those of legal entities – by 41% (the growth of deposits of individuals in 2009 was 40.9% and the reduction of deposits of legal entities was 0.1%). 

The share of deposits in foreign currency in the structure of the individuals’ deposits increased by 1.4 percentage point in the course of the year 2010 and was 57.3% as of January 1, 2011.

The dynamics of components of the broad money supply in 2010 is presented in Table 6.3.

Table 6.3. Monetary review of the banking system in 2011
Billion roubles
	
	
	
	Growth

	
	January 1, 2010
	January 1, 2011
	billion roubles
	%

	1. Net foreign assets of the banking system
	8,003.2
	-2,087.7
	-10,090.9
	-126.1

	million US dollars
	2,795.4
	-695.9
	-3,491.3
	-124.9

	1.1 Net foreign assets of the National Bank
	
	
	
	

	million US dollars
	4,907.6
	3,551.7
	-1,355.9
	-27.6

	1.2. Net foreign assets of the banks 
	
	
	
	

	million US dollars
	-2,112.2
	-4,247.6
	-2,135.4
	-101.1

	2. Net internal assets of the banking system
	30,137.9
	52,377.9
	22,240.0
	73.8

	2.1 Net internal assets of the National Bank
	-7,221.0
	11,866.4
	19,087.4
	264.3

	2.2 Net internal assets of the banks
	40,539.9
	58,536.6
	17,996.7
	44.4

	3. Liabilities included in the broad money supply
	34.0
	30.1
	-3.9
	-11.5

	The broad money supply (1+2-3)
	38,107.1
	50,260.2
	12,153.1
	31.9


Source: National Bank
The monetary base in roubles increased by 69.4% or 4.61 trillion roubles in 2010 and was 11.24 trillion roubles as of January 1, 2011. The main factors affected the change of the monetary base in roubles in 2010 were increase of the National Bank’s claims to the economy, securities of the local government authorities in the portfolio of the National Bank and deposits of the Government (including the funds of the government-financed organizations) in the accounts in the National Bank as well as buying the foreign currency and precious metals by the National Bank in the domestic currency exchange market.
Monetary policy in 2011
The priority objective of the monetary policy in 2011 will be the maintaining of external and domestic equilibrium of the Belarus’ economy as the most important condition of its dynamical development. The foreign-exchange policy will reserve the key role while restricting the influence of external effects on the economy and rise in the consumer prices. The exchange rate of Belarusian rouble will be bound to the basket of currencies with the allowable corridor of fluctuations within ±8% relatively to the value of the basket having formed at the beginning of the year. The interest policy will be aimed at ensuring the stable functioning of the financial system by maintaining the real interest rates at a positive level that will ensure the attractiveness of the deposits in the national currencies with ensuring the availability of the credit for the non-financial sector of economy. It is expected that the refinance interest rate will be 8-10% as of the end of the year. It is also expected that the increase of the international reserve assets of the National Bank will be at least 1.2 billion US dollars according to the results of the year. The forecast of the basic indicators of functioning of the banking system as provided by the Principal Directions of the Monetary Policy of the Republic of Belarus for 2011 is reflected in Table 6.4.

Table 6.4. Planned basic indicators of the banks’ activities in 2011
	Indicator
	2011

	Increase of the monetary base in roubles,%
	24-26

	Increase of the regulatory capital of the banks,%
	15-21

	banks’ requirements for the economy,%
	24-25

	share of the problematic assets in the assets exposed to credit risk,%
	not more than 8


Source: Decree of the President of the Republic of Belarus No.597 dated November 19, 2010 
Banking system
In 2010, the banking system retained the stability; the high growth rates of credit portfolio and improvement of the financial indicators of the banks were observed.
As of January 1, 2011, the banking sector of the Republic of Belarus included 31 operating bank; of them 26 were the banks with participation of the foreign capital including 9 banks with 100 per cent of the foreign capital. The branch network comprised 226 banking institutions. The share of foreign participation in the aggregate authorized capital of the banks of the Republic of Belarus as of January 1, 2011 was 24.2%.

As of January 1, 2011, the assets of the banks were 127.5 trillion roubles or 78.3% of GDP and increased by 53.2% from the beginning of the year. The structure of the active operations of the banks is presented in Table 6.5.
Table 6.5. Structure of active operations of the banks
	
	January 1, 2010
	January 1, 2011

	Claims to legal entities being residents
	60.4
	54.9

	Claims to individuals
	19.3
	17.9

	Claims to the state and public authorities
	4.5
	4.1

	Claims to the banks including the National Bank
	7.9
	17.5

	Claims to non-residents
	5.0
	3.5

	other directions of placement of the fund
	2.6
	2.1


Source: National Bank
High lending activity of banks has preserved. In 2010, the banking claims to the economy
 increased by 39.9% or 26.5 trillion roubles and were 92.9 trillion roubles or 57% of GDP as of January 1, 2011. Among them, the requirements for economic entities increased by 39.3% or 19.76 trillion roubles and reached 70.06 trillion roubles and those for individuals by 41.9% or 6.74 trillion roubles and were 22.81 trillion roubles as of January 1, 2011. 

In the structure of granted bank credits, the share of those in a foreign currency is 27.7% in comparison with 42.0% as of January 1, 2010. 

Thanks to high rates of growth of the banks’ credit portfolio, the share of the distressed assets in the total volume of the assets exposed to the credit risk reduced from 4.2% as of the beginning of the year down to 3.6% as of January 1, 2011. 
In 2010, the regulatory capital of the banking system increased by 31.5% and reached 17.6 trillion roubles. The main sources of the increase of the regulatory capital over the banking sector as a whole in 2010 were profit and funds formed from the profit as well as contributions to the authorized capitals of the banks including the recapitalization of the state banks (Belarusbank, Belagroprombank and Belinvestbank) to the amount of 2.06 trillion roubles performed at the end of December of 2010 as well as from the funds of the republican budget.
In 2010, the capital adequacy of the banking system increased by 0.7 percentage points and was 20.5% as of January 1, 2011 while the established norm is 8%.

The banks’ profit in 2010 was 1,714.9 billion roubles that exceeds the respective figure for the year 2009 by 53.2%. As of January 1, 2011, the annual return on assets of the banking sector was 1.7% and the return of the regulatory capital was 11.8%.

The mechanism of state guarantees on the individuals’ deposits operating since the end of 2008 contributes to supporting of the population’s confidence in the banking system. At now, the state guarantees 100% of any amount of deposit in any currency in all Belarusian banks for individuals being either residents or non-residents. 

Table 6.5. Financial indicators of the banking system
billion roubles
	
	January 1, 2009
	January 1, 2010
	January 1, 2011

	Assets
	63379.8
	83275.4
	127537.2

	Regulatory capital, billion roubles
	11314.1
	13408.6
	17632.2

	Profit, billion roubles
	729.8
	1084.2
	1714.9

	Capital adequacy ratio,%
	21.8
	19.8
	20.5

	Average return on assets,%
	1.4
	1.4
	1.7

	Average return on the regulatory capital,%
	9.6
	8.9
	11.8

	Shear of the problematic assets,%
	1.7
	4.2
	3.6


Source: National Bank
� In standard terms (with the account of the change  in the reserve assets)


� Including the debt guaranteed by the Government of the Republic of Belarus


� The banks’ requirements for economy include the credits, leasing and factoring, performed guarantee transactions, transactions with the use of bills of exchange and securities (except for shares) and other requirements.
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