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Message of the Bank's Executive Director
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Suophuntpjwl bwhiwaguwh
Fwlyh gnpownhp wnnuoptu

zuwnghbh hwowhunpnutp, gnpdpuytiputn,
w2huwwnwyhgutip b pwdlbntiptp

2017 pywywlp Pwlyh gnpontubinLejwl hwdwn
Gnty E hwennwly wwph: Pwlyp hwgnnnipynilbp E
agpwlgt] huswbu $huwbuwlywl npwlwl wpryntbplbp
wpdwlwagpbin, wjlwbu £ swhwquwlg dpgwygwjhu
dhpwywyiph wwydwuutGpnd hp nhpph wdpwwundwu W
qupgwgdwl wnnidny:

2017 pwlwupl PwlUYL wwwhndbp E 2nLpp
3.67 J|pn 22 npwdh gnun pwhnype: dbpphUu Unyl
dwdwlwlywhwunydwdh hwdwp wiwuwynpywod
gnigwlhop gbpwquwlgb E  11.7%-nY: Cwhnyph
Jbonipywdp gnponn 17 wnlwinpwjhb pwuybph pyncd
Pwlyp qpwnbgptb] E 6-pnn wnbnp’ gbubpwglbing 22
pwlywhu hwdwlwpgh punhwunip 2whnypeh 2nLpe
9.6%-p: FEwbwn 22 pwulwihu hwdwywpgnd wynhy-

GEVORG
MACHANYAN

Chairman of the Management Board
Executive Director

Dear customers, partners, employees and
shareholders

2017 has been a successful year for
the Bank's activity. The Bank has achieved
success in terms of recording positive
financial results, as well as strengthening
and further developing the Bank’s status in
an extremely competitive environment.

In 2017, the Bank has provided around
USD 3.67 billion in net profits. Which is
11.7% more than it was planned for the
reporting year in terms of profit volume.
The Bank ranks the 6th amongst the 17
commercial banks in Armenia; generating
around 9.6% of the total profit of the RA

utpp L Jwplwyhu Ukpnnudutph dSwywubpny Fwluyp sh
qpwntguncd wnwelwjhu nhppbp, uwlywiu ROA W ROE
gnigwlhaubpny Pwlyp 2wpnibwynud £ ywhwwlb|
hp wbnp 22 pwllwihu hwdwlwpgh wnwelwjhl
hugguynwd:  Udbhu,  2017p-h  gnpdniubinLpywl
wpryntuplbpny  JGY  wofuwwninnhU  pwdhU  puyunn
hwunyph W gnun 2whnyph gnigwuhoubph qony
Fwlyp ywhwwub] £ hwdwwpgnud hp wnwpwwnwn
nhpptpp hwdwwwwnwupiwlbwpwp  gpwnbglubiny
hwdwplwngntd 1-hU b 2-pn hnphgnUwywuubpp:

QUwjwd pwlywhtu hwdwywpgnd wnlw untp
dpgwlgnipywlp, PwUyh funphpnh, wlbophUnipywl
L wahuwwnwyhgutiph pwlpbph 2unphhy  htwpwynp
E nwpat, wywhwwlb, PwUyh Ynndhg dJwuwnigynn
dwnwjnipyntuph  Jdpgwygwjhu  wywydwllbpp L
UGpgpwyb| Unp hwowhinpnutn: Zwbwpunpnutph htwn
JGp wdblopw w2huwwnwlupl Lwywuwnnd £ Pwlyh
Ynndhg Jwuwnnignn dSwnuwynipyntlltph punwjudwup
L Jwwsbh wwdwllbpn $puwbivwlwl Jhepnglutph
wwwhnydwup” wnwybjwgnyuu pwywpwptiny Upwlg
wwhwlgunituplbpp:

Pwlyp 2wpniwyb] b funpwgpt| E hwpwptpne-
pnLtulbpp  gnpopuybputph htw,  Jwulwdnpuwwbu
«dGpwywnnigdwlt UL qwpgwgdwu  GYpnwuwlywl
pwluy»-h (U2GR), «Uuhwyuwl qungwgdwl
pwll»-h  (U2R),  «Uhgwqquiht  $wlnnphluquihl
puybpnepjwlu», «Zwjwuwnwlh wpunwhwldwU
wwwhnjwagpwywu gnpowlwintpynLu» (2UUQ)
UOPRL-h, «Qbpdwlwhwwlwl hhduwnpwd» 0BUG
Zhduwpyh, «Ugqguyhu  Zhthnptpwiht  Cuybpnipniu»
L  «Ruwlywpwl Gppunwuwpnubphlu»  Jdy - ORC-
Utph htwn  hwéwpnpnubpphu  wwppbp gnpohputpny
ShuwluwynpbpL Lwywnwyny:

Pwlyp ownnLbwyb| E hp wywhy
utpnpnudwihu gnpdnilbinieyntlp”  wwhwwubiny
wbwmwywl  wwpunwwnndubph  2nclyugh gnpowlwih
Ywpgwyhbwyp L hwuntu qwiny $nunwjht pnpuw-
Jjnud npwtiu - wpdbpnetph Jwppbe  Jbpbp  Fwlyu
wwwhnynwd £ 1 pwdlbwnnduh W 22 npn2 pwllybph
L wy  dplwluwlywl  Ywgdwybpwnrejntuubph
Ynnuhg pnnwpyjwds 8 wwpwmwwnndubph Gpynndwuh
guwlonwdubp:  Pwllywjhu  hwdwywpgnd  Pwlyu
wndbpnrtnph wynpundbh swywiny qpwntgluncd £ 1-hu
hnphgnUwlywup:

banking system. Although the Bank doesn't
occupy the leading positions in the volume
of assets and credit investments in the
banking system of the RA however, the Bank
continues to keep its place among the top
five banks of the Armenian banking system
by ROA and ROE. Furthermore, as a result
of 2017 activities, with the both net profit
and income per employee indicators the
Bank maintained its leading position in the
banking system and ranked the 1st and 2nd
positions, respectively.

Despite the sharp competition in the
banking system, thanks to the efforts of
the Bank's Board, Managment Board and
staff, it has become possible to maintain
competetive conditions of services provided
by the Bank and attract new customers.
Day-to-day work with our customers with
the progressive way has promote to the
expansion of the products offered by the
Bank and providing affordable financial
means, to meet customer’s needs maximally.

The Bank has continued and
deepened relationship with its partners,
particularly, the "Asian Development Bank”
(ADB), "European Bank of Reconstruction
and Development” (EBRD), “Factors Chain
International”  (FCI), "“Export Insurance
Agency Of Armenia” (EIA), "German-
Armenian Fund” (GAF), "National Mortgage”
and "Home For Youth” UCO CJSCs; with the
emphasis of providing the customers with a
wide range of financial instruments.

The bank has carried on its effective
investment activity by maintaining its
status as State Bonds' market's agent and
acting as the market-maker of securities in
Stock Exchange the Bank provide bilateral
quotations 8 bonds issued by the some
Bank’s and other financial organizations of
RA and 1 share. The Bank ranks the 1st in
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Zhduwlwlu gnigwupoubip b dtnpptpnidubip
Main indicators and achievments

Lpwgnrghs Uhgngutiph Upgpwydwl byywwnwyny
Pwlyh  hwdwp  wnwlbdbwhwwnny Ep 2017p-h
pUpwgpnd  hpwlywlwgywd wwpwnwwundubph 3
wnpwlgubph pnnwpyndp” 10 Jju UUL nnpwp, 10 Jju
Gdpn W 2 Jipn 22 npwd wujwlwlwl dwywiubpny
nt hwdwwwwnwuppwbwpwn 7, 6 L 4 nwph Jwpdwl
dwdytwnltbpny: dbpghulbpu 2017 pwlwlh plpwg-
pnud uwhdwlwd Ywpgny gnigwyyb) U «LUUNUL
OEUERLU UputUhw» FRLC $nlunwjhl pnpuwynid:

Pwlyl wnwldbwyh npwnpnieintl £ nuipa-
ntl  $huwluwlwl 2ntyuynd  pwliytph, Juplyuwjhu
wqwybpwnipyntblph,  YGUuwpengwywhlu  wy-
wnhyutph  Ywnwydwphsubph, wwwhnwgpwlwl nL
uGpnpnudwiht  puytpnipgnillph hwdwp  npwbu
dhounpn  onwy  dwnwjnipyntllbph  Jwwnnigdwlp®
wnwyewnybiny  Upwlg dwnwjnipynLlutp  hUuswbu
Zwjwuwnwlh ZwupwwbwnnLpjwl, wjlwbu EL
dhowqgwjh  $huwluwlwl  ontwlbpnd” hlw-
pwynpniejntl pluadkntin Ubpnpnudubp uwnwnbino
nwppbp $huwbuwywl gnpdhpubpned:

Utlp owpnilwybint  Gup  wpuwwnbp  Unyl
Gnwunny W Jonwywlnipyudp hwjwwnwphd Jduwind
Jdbp uygpniupubpphb no hGunwdnin |phubind hwenpn
wnwphubph  JdGp  nwgdwdwpwlywl  bwywwnwyubph
hpwanpodwlp:

Pwlyh wldlwlwaquh wuntbthg hd  punphu
ounphwlwinLeyntt G hwjnunwd Jbp Zwéwhunpnub-
npu,  Qnpopuybputphl, Pwlyh  hunphpnpu L
pwdlbnbpbphU gnLgwpbpwd uinwhntpjwl,
wowygnrpjwl W thnfupwhwybwn hwdwagnpdwlygniejwl
hwdwin:

Swulwunid  &J  hd  Juunwhnipynill nL
Gpwhunwaghwnnienitup hwjinub  Lwl Pwlyh

wldlwywauht™  wpndbupnwg b Udhpdud
wuwwnwlph hwdwn:

V4
Q-ll.npq_ Uw2W]Jjw1] ;:’ -
SUophUntpjuli Uwhuwguh 7
Gnpownhn wlonkl /
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the banking system in terms of its securities’
portfolio volume.

For the purpose of attracting additional
funds the Bank has issued 3 tranches of
bonds during 2017, which was of particular
significance, with a nominal value of USD 10
million, EUR 10 million and AMD 2 billion
and maturity of 7, 6 and 4 years, respectively.
In 2017, the issued bonds were reflected in
the lists of “"NASDAQ OMX ARMENIA" OJSC
as per the established order.

The Bank devoted special attention
to its role in the Financial Market as
mediation service  provider for banks,
non-bank financial institutions, pension
funds’ managers, insurance and investment
companies; through offering various
products in both RA and international
financial markets, enabling investments in
various financial instruments.

We will strive to work with the same
enthusiasm and determination, staying true
to our principles and pursuing our strategic
objectives in the forthcoming years. On
behalf of the Bank staff, | would like to
express my sincere gratitude towards our
Customers, Partners, Bank’s Board members
and shareholders, for their trust and mutual
beneficial cooperation.

| would like to express my trust and
gratitude to the staff of the Bank too, for
their demonstrated professionalism and
dedicated commitment.

Gevorg Machanyan

Chairman of the Board Management
Executive Director

CunhwlUnip gnigwlhautin (U 22 npud)
Main indicators (min AMD)
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Swlwnnphlgh wnpundb
(Factoring portfolio)

CunhwUuntp wywnphyutp
(Total assets)

Undtipnptinh wnpundb
(Securities portfolio)

I, Uyl gntgwlih2lbip
Other indicators

Ughuwwnwyhgubip (Employees)

2wbwhunpnubip (Customers)

dwpluyht wnpindb
(Loan portfolio)
1,282

CunhwUnp wwnuwynpntntulibn
Total liabilities

UJwunwjhb ynpundby

(Deposit portfolio)

,269

Fnnupywd ywpunwunndubph
wnnundby (Portfolio of issued bonds

Ubthwywl Yuwhwnw = Qnpowyhglubp
Total capital 9 M Ratios

ROA
Cuwhnyype (Profit) ‘ ROE

668 @ 9.9%

Uty wahuwwnwlyghl pwdhu puyunn
hwunype (Income per employee)

Uty wohuwwnwyghl pwdhu puyunn
2whnyp (Profit per employee)

8.5%

. U6 (Progress) (2017)

. uliynLU (Regress) (2017)

—_
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QGnppGpnudutp

Achievments

e Uhpwagawjhl dpuwlbuwlywl ontyuwynid hwjinbh Thomson Reuters
nbnGywundwywl  gnpowlwinieyntup  Fwuyhbu 2unphtp B «SYjwilbph
dwunwlwpwpdwl  gdond  jwywagnyl  gnpopuybip»  dpgwlwly:  Pwlyp
22, wmwpwopnd gnpdnn Gquyh pwlltphg E, npp Thomson Reuters
dphtwluvwywl nbnbywundulwl hwdwwpgh ywawnnuwywl Ywyp Epnid
hpwywlwgunid £ 22 npwdh W hhduwwl wpunwndnypUbph, 22 ybunwlywl
wndbienebph, wpunwnpdnipwhb npdupnuyhl, dhgpwbuwiht wjwlnuyhl
nnynuwnpnypubph  wdbUopjw Gpyynndwluh wlpunhwwn  guwlgnidutp,
huswbu Lwl opwlwl wwppbpwlwluniejwdp tnbnwnpnud £ 22 $huwlivw-
ywl 2ntyuyh ybpwptbpyw ybpncowlwl Uynietbip:

e 2017p-h tpypnpn Gnwdujwyh wpryntuplbpn Pwlyp 22 $huwlulbiph
LUwhiwpwpnipjwl Ynnuhg wpdwlwgb] £ yGnwwl ywpwnph Yuwnwywnp-
dwl gony Jne gnpowlywutphg wdtbwpwpap guwhwunwywluhl whwnwywlu
wuwpwph yunwywpdwl qony:

e Pwlyh Yynnuhg nbinwpwztuyt) U 22 npwdny, UUL nnwpny b 6ypnyny
wwpwwwnndubp, npnug 2ppwlwnnipjwl dwdlybunlbpl wllwhuwnby Gu
tntl 22 $huwluwywl onjwih hwdwn. hwdwwywunwuppwlbwpwn' 4, 7 L
6 wmwph: Cun npnud, 22 $htwbuwlwl 2nywynd Pwtyu wnwehl wlgqud
pnnwnyt| £ Gypnynd wpunwhwjnwd Ynpwynpwnhy ywpunwwnndubin:

e PwlUYU wlnwdwyghb| £ «UreU» Jéwpwht hwdwlwnpghl' unwlwiny
«UNreuU» Jéwpwihu hwdwlwnpgh pnnwpynn b uywuwpynn  wlnwdh
Yuwpqwydhtwy: Uphwdwdwlwly Fwuyhl 2unphydt| £ MasterCard Jhpwqgwjhu
Jéwpwjhb hwdwlwnagh wungwgywd (affiliate) wunwdh Yupqwyhbwy:

e Unghwjwlwl wwunwupwlwwnynipjwl  Jhgngwnnidubph 2nppwliw-
ynud Pwllyl wywnhy dwulwlgnipntt E  gnigwpbpbp  Jowynipwjhl,
unghwiwywl, Yppwlwl punypeh Jhongwnnidubph  d$hUwlivwynpdwl
gnpontd: Uwulbwynpwwbu, 2017p-h pUpwgpnid Owbpwih W pwibunp
wqqwjht  wywnbdhwlywl  pwwnpnUh  nwhhond  FwlUyh  Ynndhg
nbnwnpyb £ ElGyunpnuwiht Jwhwlwy, nph dhgngny pwpgdwlyned Gu
owbipwjhu Utpyuwjwgndutph nbpuntpp: Pwlyp hwlnbu £ GYLG Nnpwbtu
Upwd lwswwnpwlh  wudwl hphugbpnpn  dhpwqgquwjhl  thwnwwnnuh
hnJwlwynp, wewlygniejntl £ gnigwpbiptp Upwd luwswwnpjwUh wnniu-
pwUgqwpwlh hwdwpwdnil wpdtipwynp gnigwldnpubpny hwdwpbint
w2uwwnwlplbphl: Udwunph bwhuwobdhlu Pwuyp Ynpin Yhdl Zwjwuinwl
gphwublywyh dhgngny Udwuhwjnid wwpnn 90 tiptruwyh byhpbi £ hwpebtplbp’
Yuquywd hbphwreUtph gpptiphg W huwnbGYunniw| nwntphg, $huwbiuwywu
oqunrpnLl E gnigwpbpt unghwjwwbu wbwwwhny uhphwhwy 6 punnwuhph:

12

Lwidwnh jGnwl jwlpbn, Lnnh
The slops of Lalvar mountain, Lori

e The widely known Thomson Reuters Information agency
has endowed the Bank with the “Best market Data Provider”
award. The Bank is one of the unique ones operating in the
Republic of Armenia that provides daily updates on the official
website of the Thomson Reuters financial information system,
submitting bilateral quotations on Armenian drams and major
foreign currencies’ exchange rates, RA government securities,
foreign exchange forwards and interbank deposit interest
rates, as well as submitting daily analytical articles concerning
the current situation in Armenian financial market.

e Based on the activity results of the second trimester of
the year 2017, the Bank was rated the highest amongst the
seven agents of government debt service by the RA Ministry
of Finance .

e The Bank has placed bonds in AMD, USD and EUR, with
unprecedented terms for Armenian financial market; 4, 7 and
6 years, respectively. Moreover, for the first time in RA financial
market the Bank has issued corporate bonds in EUR.

e The bank has become a member of "ArCa” payment
system, receiving the status of issuer and servicer member
of "ArCa” payment system. At the same time, the Bank was
granted the status of an affiliate member of MasterCard
international payment system.

e Remaining true to the values of corporate-social
responsibility, the Bank was actively involved in financing
events of cultural, social and educational nature. In 2017
particularly, a digital screen has been installed in the
theatre of the National Academic Theater of Opera and
Ballet, which would enable simultaneous translation of the
opera performances’ texts. The Bank sponsored the Aram
Khachaturyan Fifth International Festival, and collaborated
in the efforts of adding up valuable exhibits to the Aram
Khachaturyan House-Museum'’s collection. For the New Year
eve, partnering with the World Vision Armenia office, the Bank
has made donations to 90 children living in Amasia village,
giving away fairy-tales books and intellectual games, as well
as providing financial support to 6 socially vulnerable Syrian-
Armenian families.

13
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Karen
Turyan

Management Board Member

Deputy Ceo-Director of
Investment Department
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Grigor
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Deputy Ceo-Director of Business
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Grigor
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Department
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Jdwplwynpnid
Lending

fwlyh 2017 pPYwlwlh JuwipYuwyhl
gnponLtubnipyntup punipwigpnn hhduwuwi
gnigwluh2ubpl nL hpwnwpancpyntuubpp.

dwnluyhl gnpohpltip b upluhb ynpndby

e Pwlyp owpniwyb] E wnwewpyb Ynpwnpwunnhy
pwllwjht ownwyniejniltph  (wju  thwpebe' Jwpybp,
JwnluyhUgdtip, odpnpuwdinlbin, puwbiugh Gpwtuhpltp,
gudwl  wwwybph  dhuwliuwynpnid,  wpunwhwldwl
fupwludwU dhuwluwynpned, Lwhiwgowjhu
dpuwlivwynpney, wyntinhwnhy, dwywnnphug w
hwowpunpnubph wphpubphg pfunn wy Swnwjnieynculbp:

e Puwlyp wwhww|  Ubkpnpnudubph, Eutpgquw-
wpryntbwybwnnigjwl pwpapwgdwl W/ywd 2ppwliwnn
dhgngutbph hwdwpdwl Lwwwwyny wnwpwpynd E
UhpUwdwdlytbwn Jud Gpywpwdwdybn $puwluwynpdwl
gnnpdhpltp, wnlnph  $huwlivwynpdwl  Lwywwnwyny'
yuwpbwdwdybwn $huwluwdnpdwl gnpdhpubp b wyl:

o Uohuwwnwlplbp Gl nwnyby Lpwgntghs
Jwpywwnbuwyubph dowydwl ne Upnpdwl nunnnipywdp:
Uwulwynpwwbu, wwhbuwnnd qulynn wwpwlplbph
ynaun gpwyny Juwpywynpdwl, ywwhwnwih guwhwndwl,
YugUuwybpwnipjwl pptunh wpdtph guwhwwndwl W npw
wuwwhnynipjwdp Jwpywhbu wypnnntywnubph Ubpnpdwu
nLnnnLRjwdp:

e Uwulwghunwgwd shubind dwupwdwh pwllwjhu
ownwjnipyntltph  ontjuwynud” Fwllylu  wnwladlwyh
hGunwppppnipyntl nLtlh  hhthnetpwhtu - Jwpywynpdwl
ninpnnud, npinbn wnwphubp 2wpnibwly wpadwlwapb E
yuyntl wéh mbdwtp:

e JdwplywjhU Ubpnpnudutph $huwbuwynpdwl hhduwywu
wnpncp U hwunhuwunwd Pwlyh ubthwywl nbuncpultpp
b dhpwagquwjhl nt innwywl Juwpywynpnn $ptwbivwywt
Yuadwybpwnipyniiliphg  Ubipgpwyqwd  dpwgnuyhl
dhgngutipp:  Swpbdbpgh  npnipjwdp Ubpgpudywd
opwagpwjhu  Jheongubph  JwulwpwdhUl  punhwluncp
JwplwjhU UGpnpnudutipnud Yuqubg £ 12.5%:
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Tupunuwihl uwliwwywiph, Swiynip
Field road, Tavush

The main indicators and events characterizing the
Bank’s lending activity in 2017.

Credit instruments and credit portfolio

e The Bank continued offering a wide range of corporate
banking services, including loans, lines of credit, overdraft,
bank guarantees, letters of credit, purchase order financing,
export financing, project financing, factoring and other
services based on customer needs.

® The Bank offers medium or long term financing instruments

for replenishment of capital investments, energy efficiency
and / or working capital, as well as short-term financing
instruments for trade finance, etc.

e The Bank worked towards the development and
implementation of additional lending products, in particular,
lending by firm pledge of products available in reserves,
capital financing, valuation services, and assessment of the
organization’s brand value and introduction of credit products
by guarantee.

* Although the Bank is not specialized in provision of retail
banking services, but there are some products in the industry,
which are offered to corporate clients in order to make
complex package of banking services. From abovementioned
it is worth to separate the mortgage lending sector, where the
Bank has recorded a steady growth ratesthroughout the years.

e The main sources of the Bank’s credit portfolio are Bank’s

own resources.They are followed by various funds attracted
from local and international financial organizations, whose
share in the loan portfolioas of the end of the yearamounted
12.5%.

e At the end of the year, the Bank collaborated with the

following international organizations;

— EBRD - lending of Small and medium Enterprises
(SME) within the framework of trade financing
programs.
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Juwpywynpned
Lending

e Swnbybpgh npnipywdp Pwlyp hwdwagnpdwlygh E.

—U2GR-h hbtnn® oUQ Jwpywynpdwl W Unlinph
dphuwluwynpdwl dSpwgnptiph 2ppwwyutipned,

— «Qbpdwlwhwjywywl  hhduwnpwd»-h  hbwn’

Jdbtpwywlqlynn Eutpghwyh qupgwgdwl
Shuwlivwynpdw dpwagnph 2ppwiuyned,

—~U2PR-h htwn" Unlinph $huwliuwydnpdwl dpwagph
oppwliwyned,

— «Uqgquyjhlu ZhthnpbpwjhU CuybpnrpynLu»
Jddy  OPL-h  hbtwn'  hphthnpbpwhU  Jupybph
Jepwdbhuwluwdnpdwl,  Eupguwpryntbwytin
JGpwunpngdwl  Jwpytph L pbwywpwlwihu
dhynpndwnltph dpwantph gpgwliwyubpned,

_ «PUwywpwl GphunwuwpnubphUu» YUY OLL-h hbwn’
hhthnptpwiht Jupytph 4Gpwdphbwlbiuwynpdwl
opwagph 2ppwlwyned:

e Swpbdbpgh  npnigywdp Juplught - wnpndtip
Ywadtp E 613 dipn 22 npwd, npp Uwpunpn
dwdwlwlwhwwndwdh Unyl gnigwlhgh Ujwwndwdp
wob| E 2nLpp 36%-ny:

e Jdwplwjhu Ubpnpnudubphg unwgwd wnnynuw-
Jhu GYwdnuinUbpp Ywadb, Bu 5.9 Jipn 22 npwd, npp
LUwhunpn nwpyw Unyu gnigwluhgoh LWJwndwdp wb| £
onLpg 25.5%-ny:
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—GAF, within the framework of
“Renewable Energy Development”
financing program.

—ADB within the framework of trade
financing programs.

—The “National Mortgage Company”
RCO CJSC, in the framework of
refinancing mortgage loans, energy-
efficient repair loans and housing
micro-credit programs.

—Home for Youth UCO CJSC within the
framework of refinancing mortgage
loan programs.

e The loan portfolio amounted to AMD
61.3 billion, which exceeds the previous
period status by 36%.

e The interest income from credit
investments amounted to AMD 5.9 billion,
registering an increase of nearly 25.5%
compared to the indicators of the last year's
corresponding period.

dwnluwyhb wynpindbih nhlwdhyuw (Ujpn 22 npwd)
Dynamic of the loan portfolio (AMD BIn)

37.1
36.2

25.6

JdwpyuwjhU UGpnpnudubphg unwgywd nnynuwjhu Glwdninltph
nhlwdhywl (Upn 22 npwd)

The Dynamic of interest income on lending activities (AMD BIn)
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Juwpywynpned
Lending

31.12.2017 p-h npnepjwdp Jwpywiht wynpndbih junnigwdpp' puin dwpluyht wnpndbih junnigywdpl pun inlintuntejwl 6jnintiph
wndnypubnph The structure of the loan portfolio according to the sectors of economy
Distribution of the loan portfolio by currencies as of 31.12.2017

Uawlnn
wnryntuwpGpnuggntu
(Manufacturing)

23% 13% ElGYunpwlwlnipjwl,
quqp, gninpnt W

lwynpwy onh
Jwunwlwpwpned

SuwnGuntpjwl
wy| §ninGn
(Other sectors
of economy)

(Electricity,gas, steam Gninwinunbunigntl,

and good air supply) wlnwnwihl
inunGunipntu W
ayunpuntentl

(Agriculture, Forest

Zhthnebpwjhu economy and fishing)
Juinyan
(Mortgage Loans)

e Jdwplywihu nhuyh wpryntbwydbn Yunwdwnpdwl e From the perspective of effective credit

nbuwllynilhg Pwlyp UGS nipwnpnipynil E nupdlinid — risk management, the Bank pays special Unlnnip
Jupywyhu wynpundbh pwoujwoniejwll pun wnwldhl  attention to the diversification of the loan (Trade)
6nunbph - W npppinutph” - UJwgbglbing  wnwUdhlu  portfolio by separate branches and sectors,
6ynLntpnud Jupybiph yeunpnuwgnidp: reducing the concentration of loans within chuwpwpnientl
independent sectors. (Building)
UGgnipjwl W hwbipwhu
ubunh ugdwyGpwnid
(Organization
acommodation and
public catering)
Uwwnnnwywl
Juinytn

(Consumer credit)
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dwlunnphtag b wnliinph $htwtivwydnpdwl gnpdhpln

Factoring and trade finance instruments

Pwluyh 2017 pJwlwluh Iwlwmnphugh W wnlenph
huwlivwynpdwt  gnpdnLuEnLpynLlup  punLpwqgpnn
hhduwlwlu gnigwluh2utpl nL hpwnwpancpynLbubpp

o Unlunph $huwluwynpdwl ninpinined AFwliyu nilibgh
E 22 pwlywihu hwdwlwpgnud wnwpwwnwp nhpp, L
wjn wnnudny 2017p-hU Wu 2wpnibwyb] E ywhwwlb nu
qupaguwgub| hp dwnwjnipyntlutph dwywubpp:

*  Zwbwpnpnubpht  $wlwnphtgh L dhgwqgquihl
wnliinph dphuwluwynpdwl dwnwyjntpynLblbph
oppwlwyncd PwLYu wnwewnyned £ Ubpphu nkgptuny n
wnwlg nbgpbuh Ywywnnpphlug, nGphninpuwlwl wywpwnph
dhuwluwynpned, bwppwwpunwhwludwl $puwbuwynpned,
wpunwhwUdwU b Uepdneodwl $wlyinnphlg (Uhpwgaguwhl
$wlwinphuq),  wyptinhwnhd, hulwun  no - Jhpwgquyhl
pwlyuwyhb Gpwghuhp:

e Pwlyp hwdwgnpdwygnd E d2GR-h, U2PR-h,
2UUA4-h, hUswbu bwl vwpptp Gpypubph wy gnpopuytp
pwuytph hbwn, wlunwdwygnud E FClI wnwpwwnwn
dwywnnppugwjpt - uqdwybpwnipyntbph  gwught:
Ldwl hwdwgnpdwygnipynitup Fwlyhb pny; £ wnwihu
dwwnigtp  Jhpwqgqwiht  jwdwagnyl  swthwUhaubphu
hwdwwwuwnwuppwl  dwlywmnphugwht W wnlinph
dphuwluwynpdw Swnwynieyntllbp:

e Unlwnph  $puwluwydnpdwl nippnined Pwliyh
wdbbwwlwnhy  gnpopuytpp Jund B J2GR-p:
Zwoybwnnt dwdwlwlwhwwndwonwd J26R-h  wnlinph
Shuwluvwynpdw  Spwgph  hwdwp  Lwpwnbujwd
uwhdwlwswihp Ywagub) £ 9 Ju UUL nnwp:

° PwlyU pUunuwyub; E hwdwgnpdwygnipynitup  Lwl
U2R-h  hbnn hwwniwwbu Ywpbwdwdybn Jupybph
Jopwdbhuwluwnpdwl  dJwuny:  U2R-h  wnlinph
Shuwlvwynpdwt dpwgnph uwhdwbwswht wybjwgt £ 3
Jd(U UUU nnpwpny’ wnnwpbytpeh npnigywdp Yuqdbiny 5 Jju
UUUL nnpwp:

°  Pwlylu UdO-h (Unlinph dhuwluwdnpdwl dSpwanh)
oppwlwyubpnud dpuwluwynpt| £ 2npp 18.5 Jju UUL
nniwnh 235 gnpdwpp bwhunpn Lwpyguw 9.3 Jju VUL nnjw-
nh b hwdwuwwwnwupiwlwpwn 138 gnpdwpph thnpuwntl:

26

Ohwéwl, Chpwl

The rainbow, Shirak

The main indicators and events characterizing the
activities of Bank’s factoring and trade finance in 2017

o The Bank has a leading position in Armenian banking
system in field of trade finance and continued to maintain
and develop the scope of the offered services in 2017.

o« Within the framework of factoring and
international trade financing services, the Bank offers its
clients domestic recourse and non-recourse factoring,
receivables’ financing, pre-export financing, export
and import factoring (international factoring), letters of
credit, documentary collection and international banking
guarantee.

* The Bank appearsto be a member of FCl, cooperates
with EBRD, ADB and EIA as well as with other banks
from various countries, which gives us an opportunity
to provide our customers factoring and trade finance
services matching international best standards.

o During the reporting year most active partner of the
Bank in the scope of trade finance remained EBRD. The
limit, provided by EBRD for TFP transactions is USD 9
million.

+ The Bank has deepened the collaboration with ADB,
particularly with regard to the refinancing of short-term
loans. The limit for ADB Trade Finance Program has
increased by USD 3 million, concluding to USD 5 million
by the end of the year.

o Within the scope of TFP  the Bank
implemented 235 transactions in the amount of USD
18.5 million, instead of previous year's 138 transactions
in amount of USD 9.3 million.

» By the end of the year, the Bank's TFP portfolio
amounted to AMD 10.2 million instead of the previous
year's USD 6.2 million.

o The bank issued USD 2.5 million worth letters of
credit and guarantees.
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Factoring and trade finance instruments

o Swpbydbipgh npnigudp Fwllyh UdS-h wnpndbip
wqut| £ 10.2 Jju UUL nniwp’ bwhunpn tnwpyw 6.2 Jju
UUU nnpwph thnpuwnptl:

. Pwlyp pnnwnytp £ 2.5 Jiu UUL nnwph swthny
wypnhwnhy W Gpwgfuhp:

e Pwlyp hwennnipgntlbp  E  gpwlgh]p Lwl
Swywnnphugqwjpt  gnpdwnUniejntllbph npnpunnd:
Pwlyh  dwlywnphlgquyhl - wnpindbip  wwpbytipghlu
Ywqub] E 1,770 Jiu 22 npwd, npp Lwpinpn tnwpduw
Unyl gnigwlhoh hwdbdwwn wbb] E 2nipg 92%-nu:
Lodwd gnigwlhohlU Pwllyp Ywpnnwgb| E hwulb]
gnnponn hwéwpnpnutph htwn hwdwagnpdwygnLejwl
funpwgdwl W Unp hwéwhunpnutph wywnphy Ukpgpwy-
Jwl 2unphhy: Uyuwbu, nwupgw pupwgpnid Uapgpwyyb
E dwlywnnphugwjhu 50 Unp hwbwhunpn W 38 Unp
nbphwnnn:

. dSwlywnnpphugqujhl ownuwntpyntllbphg v]¥]
ogwnyntd ptel lLubUunh wpryntbwpbpnipywl, UGdwdwu
nt Jdwlbpwowp  wnliinph,  wnnnewwwhnLejwl,
npwluwnpunh,  phdhwlwl  wpryntbwpbpnipywl,
hwUpwpryntbwpbipnipjwl, pbpdngwjhl inunbuntejwl,
nbpunh wpryntbwpbpnigywl W wnbnbGunigywl wy
ninpwnubip UepYwywgunn puytpneeynibltp:

e Pwlyp ntinlu 2015p-hg nwpbgwnwnph
hGnlnnwywunptl  qwpgqwgpt E wpunwhwl-
dwl  dphuwliuwynpndp”  wpwlygbing  hwyptuw-
wl  wpunwnpnnubph wpnwhwudwl  hUwpw-
ynpnigyntliph quipqugdwlp:  Zwaybwnne  wtwpnud
hpwlywlwgywd wpunwhwlUdwl  $phuwluwynpdwl
(Ubpwnyw] UwpwwpunwhwlUdwl  $huwbuwynpdwl)
gnpdwpplbph dwywu wéb| £ 2.6 wuqud Yuqdbiny
3.4 dipn 22 npwd Uwpunpn nwpdw 1.3 Jipn 22 npwdh
thnpuwptl:

e Swptdbpgh  npnipjwdp 2UUG-h - Ynndhg
wwwhnwanpywd  dhuwluwydnpnudubph  wynpundbip
Ywaqub) E 2nipp 1.1 Jipn 22 npwd’ Lbwhunpn twnpduw
580 Jju 22 npwuh thnpuwpbl: Pwlyp hwunhuwgb) E
2UUa-h  wdbbwwywnhy gnpdpulybpp 22 pwlywyhl
hwJdwlwngntd:
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o The Bank has also registered
success in factoring operations. The
factoring portfolio amounted to AMD
1.770 million at the end of the year; an
increase of nearly 92% compared to the
previous year's corresponding period.
The Bank accomplished this indicator
through conscious efforts to deepen its
relationships with the existing clients and
by actively thriving to attract new ones.
Particularly, 50 new factoring clients and
38 new debitors were attracted during
the year.

« The Bank’s factoring products are
used by companies representing food
industry, wholesale and retail trade,
healthcare, transportation, chemicals,
mining, greenhouse industry, textile
industry and other sectors of the
economy.

o Since 2015, the Bank has consistently
developed export financing, by
supporting the exporting potential of
local producers . The volume of export
financing transactions (including pre-
export financing) has increased by 2.6
times in the reporting year, concluding
to AMD 3.4 billion instead of the previous
year's AMD 1.3 billion.

o« By the end of the year, the loan
portfolio insured by EIA has amounted
to about AMD 1.1 billion, compared with
AMD 580 millionin the previous year. The
Bank has been the most active partner of
EIA in Armenian banking system.

dwlywnnphUqwjht gnpdwpputph nmwptywl swywjubpp U pn 22 npuwd)

Annual volume of factoring transactions (AMD bln)
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Lennpniduwhb puwbiuihb swnwijntentulitn

Investment banking services

fwlyh 2017 pYwlwlph
gnponLubnLpynLup punLpwqgpnn
gnigwlp2ubpl nL hpwinwpancpynituutpp

UEpnpnedwjhl
hhduwlwl

Ypwyhu gnpénilbneyeynil

Pwlywjpt  hwdwlwnpgnud Pwlyl wpdbpenetph
wnpwndbh dwywiny gpwnbignti £ 1-hUhnphgnuwywln:

Undtienetph winpndtih  wwpbytipgjwl  hwayb-
Yonwyhu wpdtipp 82.6 U|nn 22 npwid E, huy wudwlwywl
wndbpp” 80.6 dipn 22 npwd: Undbenebph wynpundbih
onLpe 97%-p Ywaub] U wEwnwlwl wywpunwwnndubpp:

Updbpnetiph  wnpundblu  woéb E  Lwpnpn
nwpbybpph thwuwnwgh gnigwuh2h Uywwndwdp 35.8%-
ny, huy hwaytwnnL cwdwlwhwunydwosh ywluwynpjwd
gnrgwlh2h Ujuwndwdp' 31.1%-ny:

PwlUyh 22 bGBYpnwwpunwwnndubph  wnpndbip
16 Jju UUU nniwphg hwub £ 19,5 Jju UUL nniwph:

Pwlyp qub E 36.6 dipn 22 npwdh ni Jubwnb
22.6 U|pn 22 npwdh wbunwlwl wwpuwwnndubip, nphg
8.2 U|pn 22 npwdh whnwwl ywpunwwnndubpp qub| £
wnwelwihU 2ntywihg, 2.8 Jipn 22 npwdh’ Jwéwnb| E
Fnnwnynnhl’ htinqudwl wénpnubiph Jhpngny:

FPwlyp Ynpwnpwnhy wndtienetpny hpwjwlwg-
nGL E 2nipg 1.9 d|pn 22 npwdh gnpdwnputn:

Pwuyp nbwn hwdwbdwjuwagntpnd Ubpgpwdb] E
175.4Jpn 22 npwdh W hp hwwhunpnubphU npwdwnnb)
27.5 U|pn 22 npwdh npwdwlwu dhpngubp:

Muwpunwwnndubph wynpndbihg uwnwgyb] E 2nipe
7.95 Upn 22 npwdh wninynuwjhb GYwdnwwn, nphg 2nLpg
98%-p pwdhl E puyt wEwnwlwl wywpunwwnndubphl:
Ubp 2016pe-h hwubdwwn Yuqutb| £ 64%:
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The main indicators and events
characterizing the Bank’s investment

activity in 2017

Dealing activity

The Bank was ranked the first in terms of
the securities portfolio volume in Armenian
banking system.

The end-of-year balance-sheet value
of the securities’ portfolio was 82.6 billion
Drams, with the nominal value AMD 80.6
billion. The government bonds makes up
97% of the securities portfolio.

The portfolio of the securities has
increased by 35.8% as compared to the
previous year and by 31.1% against the
planned indicator of the reporting year.

The Bank's  Eurobond portfolio
increased from USD 16 million to USD 19.5
million.

The Bank has purchased government
bonds with a nominal of AMD 36.6 billion
and sold bond worth AMD 22.6 billion, AMD
8.2 billion of which were bonds bought from
the primary market and AMD 2.8 billion sold
to the Issuer through repurchase auctions.

The Bank has implemented AMD 1.9
billion worth transactions in corporate
bonds.

The Bank has attracted funds worth
AMD 175.4 billion through repo agreements
and has provided to the customers with
funds worth AMD 27.5 billion.

The bond's portfolio has generated
interest income of about AMD 7.95 billion,

Nwpunwwnndubph wnp nL Jwbwnphg unwgywd
gntn BYwdniinp Yugdtb E 2nipe 264.6 JjU 22 npwd:

Pwlyp, npwtu gnposwlwy, Gpypnpnughb 2ncyuyned
dounwuwbu hpwlwlwgpt] £ ywbnwwl wywpunwwnnd-
ubph  wwpwwnhp  Gpyynndwuph  quwlgnudubp’®
wnwewnybiny 2nLtywjh jwdwagnyl qubipp:

MNGwnwlwl  wwpunwwnndubiph qgUwlgnwdUbpp
hpwwwpwyynd U Pwlyh hUunbpubunwihu  Yuw)p-
Epnid, Bloomberg W Reuters Eikon hwdwlwnpgbpnid
pwgywd Pwlyh wywownnUwwl Epbpnd:

Swpbybpeh npnipjwdp Fwlyp hwlunhuwgtbp £ 8
wwpwnwwnnduh W 1 pwdlbnnduh gony CnLjw uinbindnn
L dnUunwjpt pnpuwynud wwwhnyt] £ wpdbpnpetph
wdtlbopjw quwlgnid:

Pnnpbpwyhl, nGGuwnmpwdwndwl L wwhwnnipywl
gnnénilbinyaniilbn

Pwlyp ppnpbpwihl  dSwnwyniejntllbph  2pew-
Lwyubpnud  hpwlwlwgpt; £ 645 Jipn 22 npwdh
wpdbpnetph  wnp/Jwéwnph  Ubpwnw| $phLwluw-
Ywl  dynstipulipp)
81%-U ownwpbpypw puybpnipynillph  pRnWPlYWo
pwdlbwnndubpny L gnpohpubipny
ghpownUunte)ntllbp Gl: Lwhunpn nwpyuw
hwJdbdwwnnipjwdp wép Ywaqub) E 2nipe 2.6 wugwd:

gnpdwnUnipyntlltin,  nphg

wowlgjw

Fwlyp nEEunpwdwpdwl wywydwuwghp £ Yupb 13
pnnwpynnh htwn (nphg 4-p" ywpwnwwnndubph nbGuwnph
Jupdwl gdony), huy wwhwnnipyuwl wywdwlwaghp 18
hwaoytwnhpne htiwn:

Swpbybpph npnipjwdp Pwuyp Jwpned £ 97 pnnuip-

Ynnh Ynnuhg pnnwpyjwd wpdtpnetph ntbuwnp W 154
hwoytunhpng htn wwhwnnipywl hwahyubin:

about 98% of which is the government
bond’s share. Compared to 2016, there was
64% growth rate.

The net income from purchase and sale
of bonds amounted to AMD 264.6 million.

As an agent the Bank has always
performed a mandatory bilateral quotation
of government bonds in secondary market;
offering the most convenient prices.

The Government bonds’ quotations are
posted on the the official page of the Bank
at Bloomberg and Reuters Eikon infromation
systems.

By the end of the year, the Bank has
been the market maker of 8 bonds and 1
share, and has provided daily quotations of
securities in the Stock Exchange.

Securities underwriting, Brokerage and

Custodial activities

Within the scope of brokerage
activities, the Bank has actualized operations
on purchase / sale of securities worth AMD
64.5 billion, (inclusive financial futures),
81% of which are transactions with shares
issued by foreign companies and derivative
instruments. About 2.6 times growth has
been achieved, compared with the previous
year's results.

The Bank has concluded registry
maintenance agreements with 13 issuers (4 of
which were on bond registry maintainance),
and custody service contracts with 18
account holders.
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Undniewihl b nulind gnpdwnlnigntiibn

Pwlyp Jhopwlywjhl b Ueppwlwihb wpunwpdnt-
pwihU 2nLtyuwjnud hhduwlwU thnpuwnpytbh wpdnype-
utpnyd hpwlwlwgnty £ 2nipe 250 dipn 22 npwdh wnp
nL Jwbwnph gnpdwnuntenctbltn:

Fwlyp dhppwlywjhu L Ubppwlywiptu 2nLyuynid
hpwywlwgpt, E wydbh pwl 360 dipn 22 npwdh
wpwwndnipwhlb uynth gnpdwnunce)nitbltp:

Pwlyl hpwywlwgpt| £ nuynL anwynnputpny
L wllwUpuhy nuyny 2npp 143 Jiu 22 npwdh
gnpownuntenLultp:

Uhgngltiph  Utpgpwydwll  ninnywéd  UbGpnpnidwghl
gnpéwnlnigynillibn

Pwlyp Jhpngubph Ubpgpwydwl Uwwwnwyny
hpwlywlwgpt]; E wwpuwwndubph 3 wpwlglbph
pnnwpynd” 10 Jju UUL nnwp, 10 Jiu Gypn L 2
dipn 22 npwd wujwlwlwl  dwywiubpny, npnlp
nbnwpwohuyt] U hwdwwwunwuppwlwpwn 7, 6 L
4 vwph Jwpdwl dwdybnlubpny W 6.75%, 5.00% L
12.75% wpdtyunpnuwiht  Gwdwnwpbpnieynctulbpny:
Lowd wpwl2h  wwpunwwnndubpp  gnigwydb] Gl
«LUUNUL OEUERU UNUEBLhU» PRC  dInUnwjhl
pnpuwjh  “Bbond” hwppwyntd nL  wwpwnwwnndubph
wdblopjw  Gpyynndwuh qUwlgnudlbpl  (Jwppbp
Jdbjphuq) hpwlwlwgynid U «UNPUNUSRULU» RRLC-h
b «UUGPhURULU» ORL-h Ynndhg:

Swpbybpeh  npnipjwdp  Pwlyl
gntgwlywd 6 inpwligh wywpunwwnndubin:

nlubgb) E

Pwlyh Ynndhg ennwpyywd wwpnwnndubpny
dnunwyhU pnpuwynd hpwwlwgytb) £ 56 gnpowpp’ 1.4
Jdiu UUU nnwp, 122 hwg. Gdpn W 120.6 Jju 22 npwd
oswywiubpny:
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By the end of the year, the Bank manages
securities registry issued by 97 issuers and
custody accounts with 154 account holders.

Currency and gold transactions

The Bank in the inter-bank and intra-
bank foreign exchange market performed
around AMD 250 billion currency exchange
operations  with  main international
convertible currencies.

The Bank has conducted foreign
currency swap transactions of more than
AMD 360 billion in the interbank and intra-
bank market.

The bank has carried out purchase and
sell of cash and non-cash transactions with
precious metals of around AMD 143 million.

Funds attracting activities

For the purpose of attracting funds, the
Bank has issued 3 tranches of bonds with
a nominal value of USD 10 million, EUR 10
million and AMD 2 billion, with 7, 6 and 4
years' maturity terms and 6.75%, 5.00% and
12.75% coupon yields, respectively. These
bonds have been listed on the “Bbond”
platform of “"NASDAQ OMX Armenia”
OJSC and daily bilateral quotation (market
making) is carried out by "ARARATBANK"
0OJSC and "AMERIABANK" CJSC.

By the end of the year Bank had 6
listed bonds’ tranches.

Total 56 transactions have been
performed with the bonds issued by the
Bank in the Stock Exchange, with a turnover
of USD 1.4 million, EUR 0.122 million and
AMD 120.6 million.




Undbenrebph wnpundtihg unwgywod Ghwdniinubpp (UL 22 npwd)
Revenue from the securities portfolio (AMD min)

Undtipnrebinh wnpundbih dswydwip (Upn 22 npuwd)
Volume of securities portfolio (AMD bln)

82.6
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Financial results

Pwlyh Ynndhg alwynpywd qgnunn 2whnypep The net profit of the Bank is mainly formed
hhduwywund  wwydwlwynpqwd £ winynuwihl by interest income, but non-interest income
Ghwdnuntbpny, uwluyl qquih swhnd  wybiwgbl  has also significantly been increased, which
GU Lwl ng  wnynuwghl - Bywdnunlbipp, npb B §s conditioned by the Bank's versatile and
wwjdwlwynpywo E  Pwlyh Ynnuhg dJwuwnnigynn
swnwjncpynLtllubph nmwpbgunwph pwgdwquubgdwu W
pwpbiwydwl gnpdpupwgltpny:

constantly developed services offered.

Pwlyh nmwpbywl pwhnypeh weh nhuwdhywl (UU 22 npwd)
Dynamics of the Bank's annual profit growth (AMD mln)

3,668

3,284
2,129 r
1,863

1,742

2013 2014 2015 2016 2017
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PwUyh nwptlywl pgwhnipwpbpnipjwlu gnigwlhaubpp (%)

Dynamics of the Bank’s annual indicators of profitability (%)

13.69 s
ROE O - - ___ ‘
Q\\ 10.21 1_1‘45
10l s, 990
~~‘
2.96 3.10

______ - 2.52
ROA O - ﬁ S 219 O 2.26
g B

2013 2014 2015 2016 2017

2017p-hUu Pwlyh wywhdUbpnd 2wpnibwynid In 2017, the majority of Bank's assets
Gu  gbpwlont]  wbuwlwl  wwpuwwndubpnud  continue to be formed with investments
ubpnpnuwdlbpp,  Jupught b wynnphlgquihl  in government bonds, credit and factoring

gnpdhpltipnud  nbinwpwaqwd  dhgnglbinp,  nnnlR  jnstruments, which are key sources for the
hwunhuwUnwd GU Pwlyh GYwdnunUbph gnjugdwl

Bank’s income generation.
hhduwlwUu wnpjnLpubpp:
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Uyunphqutiph junnigwdpp W nhbwdhywu
The Structure and Dynamics of Assets
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Pwlyp dJonwwbu Ywplunpnd E  wwpunw-
JnpnipynLllitph Yuwquh Vi YwnnLgwdph
nhytpuhdpywgdwlli no Ubpgpwydynn nbunLpulbph
hupluwpdtiph UJuwgbgdwUl nLnnwd w2huwwnmwluplbph
hpwywlwgnudp’ ownnLtbwlwpwn funpwglbny
nbnwlwl nL Uhpwqgquwjhtu $huwbivwlywl Ywnnygubph
htwun wnlw hwdwgnpdwygniejnitup W w2huwwnwlplbn
wnwubind huswybu Unp  $hLwlivwlywl  Ywnnygubph
hGnn  hwdwagnpdwygnipjwl  hwuwnwundwl, wjbwbu
El  $hUwluwlwl Unp gnpdhputipnd dJhgnglbph
Utpgpwydwl swdwubph wybjugdwl nunnnipjwdp:

42

2016 2017

Unpdtenprtph wnpundb| (Securities portfolio)

Jdwplywjhb wynpundb| (Loan Portfolio)

The Bank highly values the
diversification of the liabilities’ structure and
the implementation of activities aimed at
reducing the cost price of attracted funds;
continuously strengthening its cooperation
with existent local and international
financial institutions and by striving towards
establishing cooperation with new financial
institutions and increasing the scope
of funding by developing new financial
instruments.

MNwpunwynpniejntulbph dwdybunwihtu Yunnigwd-
ph nhytpuhdhyugdwl U hUplwnpdbph Ujwgtigdwl
Lbywwwyny Pwlyp dhengubp E Ubpgpwyb] Lwl
Unpwnpwinhy  wwpunwwndubph  pnnupydwl o
nbnwpw2pudwl Uhongny:

In order to diversify the structure of
liabilities and reduce the cost of sale, the
Bank involves resources from issuance and
allocation of corporate bonds.

Mwpunwynpnrpyntblbph Yunnigwopp b nhuwdhywu

The dynamics and structure of liabilities
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dhlwlvwlywl ugdwybpwniejntuubphg Uepgpwyywo
Uhpngltip (Funds attracted from financial institutions)

Zwbwhunpnutinhg Upgpwyywd vhpngubin
(Fund attracted from clients)

Pwlyh Ynndhg pnnuplyywd wndtipnptin
(Securities issued by the Bank)

2016 2017

Unnpwnuwu ywpwnwynpnepntllbp
(Subordinated loans)

Uyl ywpwuwynpnieyntulbn
(Other liabilities)
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To the shareholders of "ARMSWISSBANK" CLOSED JOINT STOCK COMPANY

Opinion

We have audited the financial statements of “ARMSWISSBANK"” CLOSED JOINT STOCK COMPANY (the “"Bank"), which
comprise the statement of financial position as of 31 December 2017, and the statement of profit or loss and other
comprehensive income, statement of changes in equity and statement of cash flows for the year then ended, and
notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the Bank as
of 31 December 2017 and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards ("IFRSs").

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Bank in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (the "IESBA Code”) together with the ethical requirements
that are relevant to our audit of the financial statements in the Republic of Armenia, and we have fulfilled our other
ethical responsibilities in accordance with those ethical requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters.

» Loan impairment allowance

Loan impairment allowance is a key audit matter due to the significance of the loans to customers as well as
subjectivity of underlying assumptions for impairment estimation. The use of various assumptions and judgments
may lead to significantly different estimation of loan impairment allowance, which could have material effect on the
financial results of the Bank. The judgments and assumptions may relate to the estimation of objective evidence of
impairment, financial condition of the borrower, expected cash flows, cost of the collateral and realization period as
well as losses incurred but not yet disclosed.

For estimating the impairment losses on individually significant loans we have investigated the judgments and
assumptions underlying the disclosure and amounts of impairment, the market values of collaterals, as well as the
forecasts of future cash flows etc.

We have reviewed the structure and effectiveness of the existing control mechanisms, the calculation of write-offs
and the number of overdue days of loans, models and assumptions underlying the calculation of the collective
impairment for the purpose of estimating the accuracy of allowances created as a result of the collective impairment.
We have also performed audit procedures aimed at estimating the disclosures of the credit risk in the financial
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statements, the disclosures of the assumptions and judgments related to the impairment allowance.

Other information

Management is responsible for the other information. The other information comprises the information included
in the annual report of the Company for the year ended 31 December 2017, but does not include the financial
statements and our auditor’s report thereon. The annual report is expected to be made available to us after the date
of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we will not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information identified
above when it becomes available and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
IFRSs, and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank’s ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless management either intends to liquidate the Bank or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Bank's
internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

. Conclude on the appropriateness of management'’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Bank’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
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obtained up to the date of our auditor’s report. However, future events or conditions may cause the Bank to cease to
continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the financial statements of the current period and are therefore the key audit matters.
We describe these matters in our auditor's report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Armen Hovhannisyan.

Armen Hovhannisyan l [:
ngagement Partner i".'r'_ ~——--.._,]‘L i
3

Gagik Gyulbudaghyan
Managing Partner L

25 April 2018
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Swpyw 2whnype 3,668,130 3,283,980
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2nLwn ognin hnnyuwdltiphg, npnup htitnwguynud tpwnwuwwpgytipne Gu 4,609,051 6,055,046
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hwnynwdhg htiinn
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Statement of profit or loss and other comprehensive income

Thousand AMD

Year ended 31

Year ended 31

December 2017 December 2016
(audited) (audited)
Interest and similar income 14,347,812 10,155,967
Interest and similar expense (7,754,391) (5,154,854)
Net interest income 6,593,421 5,001,113
Fee and commission income 208,122 172,230
Fee and commission expense (110,054) (67,119)
Net fee and commission income 98,068 105,111
Net trading income 434,952 16,129
Gains less losses on investments available for sale 264,619 190,182
Other income 124,860 330,851
Impairment charge (1,051,372) (161,270)
Staff costs (927,965) (913,803)
Depreciation of property and equipment (126,520) (105,391)
Amortization of intangible assets (17,271) (8,858)
Other expenses (752,288) (364,413)
Profit before income tax 4,640,504 4,089,651
Income tax expense (972,374) (805,671)
Profit for the year 3,668,130 3,283,980
Other comprehensive income
Items that will not be reclassified subsequently to profit or loss
Revaluation of PPE - 1,387,637
Income tax relating to items not reclassified - (277,527)
Gains from items that will not be reclassified subsequently to profit or loss - 1,110,110
Net unrealized gain from changes in fair value from available-for-sale financial assets 5,969,759 7,697,786
N.et gains reallz.ed to statemept of profit or loss and other comprehensive income on (208,445) (128,978)
disposal of available-for-sale instruments
Income tax relating to items that will be reclassified (1,152,263) (1,513,762)
Net gains from items that will be reclassified subsequently to profit or loss 4,609,051 6,055,046
Other comprehensive income for the year, net of tax 4,609,051 7,165,156
Total comprehensive income for the year 8,277,181 10,449,136
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Statement of financial position

Thousand AMD

As of 31 December

As of 31 December

2017 2016
Assets
Cash and cash equivalents 13,088,527 19,010,509
Amounts due from other financial institutions 1,289,016 680,112
Derivative financial assets 645 32,675
Loans and advances to customers 61,863,425 46,077,225
Investments available for sale 82,598,302 46,035,389
Securities pledged under repurchase agreements - 14,729,651
Property, plant and equipment 2,001,799 2,074,366
Intangible assets 88,952 59,502
Repossessed assets 692,835 1,158,875
Other assets 355,158 394,831
Total assets 161,978,659 130,253,135
Liabilities and equity
Liabilities
Amounts due to CBA 2,681,088 16,056,369
Derivative financial liabilities 392 156,817
Amounts due to financial institutions 23,094,375 14,525,551
Amounts due to customers 65,106,750 50,699,979
Debt securities issued 17,600,637 4,916,406
Subordinated debt 13,402,138 13,406,511
Current income tax liabilities 326,500 415,070
Deferred income tax liabilities 2,274,759 1,150,122
Other liabilities 523,617 235,088
Total liabilities 125,010,256 101,561,913
Equity
Share capital 8,752,800 8,752,800
Share premium 1,347,241 1,347,241
Statutory general reserve 3,000,000 2,500,000
Other reserves 9,185,669 4,576,618
Retained earnings 14,682,693 11,514,563
Total equity 36,968,403 28,691,222
Total liabilities and equity 161,978,659 130,253,135

The financial statements were signed by the Bank's Executive Director and-Gh
A
Bphe Ciogy

Gevorg Machanyan P/
Chief Executive Officer ;’;

ief Accountant on 25 April 2018.

Sedrak Baghdasaryan

hief Accountant
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wpryntuphU ybpwptpnn - - - (1,152,263) - - (1,152,263)
pwnyuwgntghs Jwuh 2whnipwhwny
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Statement of changes in equity

Thousand AMD

Revaluation
Statutory reserve of . .
Share Share o Revaluation Retained
N . general securities . Total
capital premium L reserve of PPE earnings
reserve available for
sale
Balance as of 1 January 2016 8,752,800 1,347,241 2,500,000 (2,588,538) - 8230583 18,242,086
Profit for the year - - - - - 3283980 3,283,980
Other comprehensive income
Revaluation of PPE - - - - 1,387,637 - 1,387,637
Net unrealized gains from changes in ) ) ) 7,697,786 ) - 7697786
fair value
Net gains realized to statement
of profit or loss and other ) ) ) (128,978) ) - (128978)
comprehensive income on disposal of
available-for-sale instruments
Income tax relating to components of ) ) ) (1,513,762) 277,527) - (1,791,289
other comprehensive income
)T/gg‘i' comprehensive income for the - - - 6,055,046 1110110 3,283,980 10,449,136
Balance As of 31 December 2016 8,752,800 1,347,241 2,500,000 3,466,508 1,110,110 11,514,563 28,691,222
Distribution to reserve - - 500,000 - - (500,000) -
Transactions with owners - - 500,000 - - (500,000) -
Profit for the year - - - - - 3,668,130 3,668,130
Other comprehensive income
?Jgt unrealized gains from changes in ) ) ) 5,969,759 ) - 5969,759
air value
Net gains realized to statement
of profit or loss and other ) ) ) (208,445) ) - (208,445)
comprehensive income on disposal of
available-for-sale instruments
Income tax relatlng to components of ) ) ) (1,152,263) ) - (1,152,263)
other comprehensive income
;Z';arl comprehensive income for the ) ) ) 4,609,051 - 3668130 8277181
Balance As of 31 December 2016 8,752,800 1,347,241 3,000,000 8,075,559 1,110,110 14,682,693 36,968,403
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Statement of cash flows

Thousand AMD

Year ended
31 December 2017

Year ended
31 December 2016

Cash flows from operating activities
Profit before tax

Adjustments for

Impairment charge

Amortization and depreciation allowances
Interest receivable

Interest payable

Foreign currency translation net (gain)/loss of non-trading assets and liabilities
Net (gain)/loss from changes in fair value of trading instruments

Cash flows from operating activities before changes in operating assets and liabilities

(Increase)/decrease in operating assets
Amounts due from other financial institutions
Loans and advances to customers

Other assets

Increase/(decrease) in operating liabilities
Repurchase agreements with the CBA
Amounts due to financial institutions
Amounts due to customers

Other liabilities

Net cash from/(used in) operating activities before income tax

Income tax paid
Net cash from/(used in) operating activities

Cash flows from investing activities
Purchase of investment securities
Purchase of property and equipment
Purchase of intangible assets

Net cash used in investing activities

Cash flow from financing activities

Loans received from the CBA

Loans received from other financial institutions

Other long term loans

Net increase of debt securities issued

Subordinate debt received

Net cash from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Exchange differences on cash and cash equivalents

Cash and cash equivalents at the end of the year

Supplementary information
Interest received
Interest paid

Please see the final version of Financial Statements in Bank’s official web page http://www.armswissbank.am/en/reports/.

4,640,504

1,051,372
143,791
(389,593)
242,650

327,718
(124,395)
5,892,047

(471,636)
(15,043,506)
47,003

(13,999,997)
6,634,158
12,648,183
277,457

(4,016,291)

(1,088,570)
(5,104,861)

(15,642,566)
(53,961)
(45,743)

(15,742,270)

624,933
1,454,683
12,198,550
(193)
14,277,973
(6,569,158)
19,010,509

647,176

13,088,527

13,958,219
(7,997,041)

4,089,651

161,270
114,249
(559,159)
169,616

(213,304)
127,278
3,889,601

1,219,439
(9,222,964)
(173,487)

4,432,197
2,603,396
12,541,813
70,394

15,360,389

(321,446)
15,038,943

(22,734,199)
(48,181)
(37,480)

(22,819,860)

539,777
1,723,667
(24,838)
336
10,864,492
13,103,434
5,322,517
13,709,860

(21,868)

19,010,509

9,596,808
(5,324,470)
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Ogunwywn StnGywwnynipntt Fwuyh Uwupl
Useful Information About Bank

Zwdwgnpswlgniyeynii b wlnwdwlgnienil

Zuwywunwuh Pwlytph Uhnepyncl

Zwjwuwnwuh Yeuinpnuwlwu nbwnghwnwphw RRC

LUUNL OEUERU UnpdtUhw RRLC

ULnU Jwnpyuwyhu pjnpn ©RLC

Zwdw2huwphwjhU Jhppwlwihu $phtwlbuwyuwl htnwhwnnpnwygdwU puytpnipynLu
Unwowuwnwp dwlynnphuqujhl Yuqdwltbpwnrejntuutph dhpwqgqwihu gwlg

Zwjwuwnwunid UdGphjuwyh wnliinph ywjwwn

Zwj-24bjgwpwlwl gnpdwpwnnipywl qupgugdwl Jhnienil

Qtpdwlwhwyywywl  hpduwnpwdh  gnpopuybp  pwlly («dbGpwlwlgudnn Eubpghwh

quinqugntd> uipuyhl dpwaghp)

®npn L dhphU dtnLwpywwunhpnipywl qupgugdwl wqguwihU yEunpnu (©@UQ 2UL)
Jdbpwywnnigdwl W 2upqugdwl Ugqujhlu Usuwnpnu

Uqgwjhl Zhthnpbipwjhu Cuytpnienit Udy orLC

Jdbpwywnnigdwl W 2upqugdwl Gypnuyuul Fwlly (UW2E6R)

UuhwlwUu qupgugdwl pwly (U2R)

FUwlwpwl Gpprnwuwpnutphu Y4y oLL

Zwjwuwnwunwd gyninwywt nwpwopltph nbnbuwywl qupqugdwl hhduwnpwd
Zwjwunwuh wpunwhwUdwl wwwhnwgpwywl gnpdwwincpyntt UORL (ZUUQ)
UpdGuhwlU Lwpn ORLC (UpLw)
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Cooperation and membership

Union of Banks of Armenia (UBA)

Central Depository of Armenia OJSC

NASDAQ OMX Armenia OJSC

Armenia Credit Reporting Agency (ACRA)

Society for Worldwide Interbank Financial Telecommunications (SWIFT)
Factors Chain International (FCI)

American Chamber of Commerce in Armenia (AMCHAM)
Armenian-Swiss Business Development Association (ASBDA)

Partner Bank of the German-Armenian Found (Renewable Energy program)
Development National Center ( SME DNC)

Reconstruction and Development national centre

National Mortgage Company (NMC)

European Bank for Reconstruction and Development (EBRD)

Asian Development Bank (ADB)

Home for Youth UCO CJSC

Fund of Rural Economic Development in Armenia (FREDA)

Export Insurance Agency of Armenia

Armenian Card CJSC (ArCa)



Ulbjwlncd” «<UNPUUUhURULU» ORL

Lhgtuqhw’ Fwluywjhlu gnpdniubinipywl |hgbughw phy 84

Spuwd £ 22 UR Ynnuhg 25.02.2005p.
Swugk’ 22, p. Gplwl, 0010, 4. Uwpquywl 10
222 02574955

UL pnpwlgwjhl hwahy 103002102509
SWIFT Ynn’ ARSJAM22

Reuters lnn ARSJ, ARSI

Bloomberg 4nn’ ASWI

zEnwlunu’ (+ 374) 60 757 000, 11 757 000
duwpu’ +374 10 52 95 91

EL-thnuwin’ info@armswissbank.am

Uwjp kg www.armswissbank.am, www.armswissbank.com

Uywuwpydwl dwdbp’ 9:30-16:45
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Name: "ARMSWISSBANK" CJSC

Licenses: Banking License N84 granted by the Central Bank of Armenia on February 25, 2005
Address: 10 V. Sargsyan Str., Yerevan 0010, Republic of Armenia

Tax Code: 02574955

Correspondent account at the Central Bank of RA: 103002102509
SWIFT code: ARSJAM22

Reuters page: ARSJ, ARSI

Bloomberg page: ASWI

Telephone: (+ 374) 60 757 000, 11 757 000

Fax: +374 10 52 95 91

E-mail: info@armswissbank.am

URL: www.armswissbank.am, www.armswissbank.com

Service hours: 9:30-16:45
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Photos by

Engwp Zwnpnipynitbjwlh

Edgar Harutyunyan
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