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Pursuant  to  Article  27 paragraph  2 of  the  Law  on  Public  Debt  (Official  Gazette  of  the  
Republic  of Macedonia,  nos.  62/05,  88/08), the  Parliament  of  the  Republic  of  Macedonia  at  its  
session  held  on  _________  is  informed  with  the  2009  Annual  Report  on  Public  Debt  
Management  in  the  Republic  of Macedonia.  

I. Introduction

Preparing  t he  Annual  repor t  on  Public  Debt  Manage ment  is  aimed  a t  infor ming  the  
Govern men t  of t he  Republic of Macedonia  and  t he  Parliamen t  of t he  Republic of Macedonia, 
in  details  and  on  regular  basis,  and  introducing  t he  public  wi th  t he  features  of  to tal  public 
debt  of t he  Republic of Macedonia, as  well as  with  t he  s teps  under taken  las t  year  for efficien t  
debt  por tfolio manage men t  in t he  Republic of Macedonia. 
 The  annual  repor t  is  a  su m mary  of  t he  resul ts  from  the  imple men ta tion  of t he  Public  Debt  
Manage men t  Stra tegy  for  t he  period  2009-2011  (“Official  Gazet te  of  t he  Republic  of 
Macedonia” no.78 /09), hereinaf ter: t he  Stra tegy.
Objectives of t he  public debt  ma nage men t  of t he  Republic of Macedonia  pursuan t  to  t he  Law 
on Public Debt  are t he  following:
1. under taking measures and ac tivi ties by t he  Minis t ry of Finance to  t he  end of ensuring 
financing of t he  needs of t he  s ta te  with t he  lowes t  possible cos t, in t he  mediu m and long run 
and with sus tainable level of risk; and
2.  under taking  measures  and  ac tivi ties  by t he  Minis t ry  of  Finance  to  t he  end  of  developing  
and main taining efficien t  domes tic financial marke ts.

I.1. Methodology

Public  debt  of  t he  Republic  of  Macedonia  comprises  t he  govern ment  debt  and  t he  debt  of 
public  en terprises  and  companies fully  or  predominan tly  owned  by  t he  s ta te,  t he  
mu nicipali ties, t he  municipali ties  in t he  City of Skopje and t he  City of Skopje, and  t he  debt  of  
t he  National  Bank  of  t he  Republic  of  Macedonia . Hence, t he  Govern men t  of  t he  Republic  of 
Macedonia, t he  municipali ties, t he  mu nicipali ties in t he  City of Skopje and t he  City of Skopje, 
public  en terprises  and  companies  fully  or  predominan tly  owned  by  t he  s ta te,  t he  
mu nicipali ties, t he  municipali ties  in  t he  City  of  Skopje  and  t he  City of  Skopje  can  appear  as  
public debt  holders.
This defini tion  for t he  public debt  is  included in t he  Law on  Public Debt, represen ting  t he  so-
called  National  Methodology  for  calcula ting  t he  public debt. According  to  t he  modifications  
and  a mend men ts  to  t he  Law on  Public  Debt,  me thodology for  presen ting  t he  public  debt  is 
har monized  pursuan t  to  t he  Law  on  Public  Debt  and  t he  GFS  Methodology,  whereby  to tal  
public  debt  also  includes  t he  debt  of  t he  National  Bank  of  t he  Republic  of  Macedonia.  GFS 
Methodology  is  included  in  t he  IMF Government  Financial  Statistics  Manual,  issued  by 
IMF, and it  is often applied me thodology to  calcula te public sector debt.
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II. Macroeconomic  developments  in  2009

Current macroeconomic climate 

Global econo mic crisis, which e merged in t he  USA, later  spilling over from Wes tern  Europe to  
Eas tern Europe, did not  circumven t  t he  Republic of Macedonia. Despite t he  fact  t ha t  t he  crisis 
did no t  spread over t he  Macedonian  financial sys te m, its  nega tive effects  s till reflected on t he  
real  sec tor,  mainly  t hrough  decline  in  both  foreign  and  domes tic  de mand  for  produc ts. 
Although  4.8% GDP growth  on  annual  basis  was  realized  in  2008,  being  a mong  the  highes t  
growth  ra tes  in  Europe  during  t his  crisis  year,  in  Q4  2008  already  nega tive  effects  of  t he  
global econo mic crisis spread in t he  Republic of Macedonia as  well.
Real GDP declined by 0.7% in 2009. However, compared to  other  European  count ries, where  in 
cer tain  cases  two-digi t  nega tive  growth  ra tes  were  seen  (up to  18% in  so me  Baltic coun tries), 
Macedonian economy performed rela tively well in 2009. That  was due to  t he  good condition of 
t he  Macedonian  economy before t he  crisis, on  t he  basis  of t he  under taken  reforms  in t he  las t  
t hree  years  (low  flat  t axes,  reduced  social  contribution  ra tes,  improved  business  clima te  
t hrough  t he  Regula tory  Guillotine  Projec t,  and  other  measures),  as  well  as  t he  an ti-crisis 
measures  under taken  by t he  Govern ment  even in t he  early s tage of t he  crisis and during 2009 
as  well.
Economic ac tivi ty in 2009, analyzed by branches, declined t he  mos t  in t he  indus t ry, which was  
hi t  by  t he  reduced  expor t  de mand. In  addi tion,  decline  was  seen  in  t he  t ranspor t  and 
communications  sector  as  a  resul t  of  t he  drop  in  t ranspor t  of  expor t  goods. On  t he  other  
hand,  cons t ruc tion,  agricul ture,  financial  mediation,  t rade  and  public  ad minis tra tion  are  
sec tors  t he  growth  of  which  mi tiga ted  GDP  decline. Firs t  signs  of  s tabilization  of  t he  
economy were  evident  a t  t he  end  of t he  year, when  GDP showed posi tive  growth  ra te  of 1.2%, 
whereby indus t rial production grew annually by 4.3% in November and by 20% in December.
Like other  s mall and  open  econo mies  with  rela tively non-differen tia ted production  s t ruc ture, 
Macedonian  expor t  suffered  nega tive  consequences  from  reduced  de mand  by  foreign 
par tners,  above  all  companies  from  t he  euro  zone. Expor t  declined  by  28.4% in  2009, while 
impor t  decline  was  lower,  accoun ting  for  21.7%. Therefore,  t rade  defici t  in  2009  dropped  by 
11.4% compared to  t he  previous  year, accoun ting  for 23.4% of GDP. In condi tions  of lower  t rade 
deficit  and  almos t  t he  sa me  level  of  private  t ransfers  like  las t  year,  curren t  accoun t  defici t  
was rela tively low in 2009, accoun ting for 7.3% of GDP.
Infla tion, measured t hrough CPI, was -0.8% in 2009, i.e. t he  economy underwen t  defla tion. 
Despite  t he  econo mic challenges  Macedonian  economy faces, posi tive resul ts  were regis tered 
on  t he  labour  marke t. Sta tis tical  da ta  for  2009 showed increase  in  t he  nu mber  of  e mployees 
by 20,886 persons  compared  to  2008, or  by 3.4% of t he  to tal  e mploymen t.  Thus, e mploymen t  
ra te  surged  to  38.4% in  2009. Une mployment  ra te  was  32.2%. In  fac t,  such  ra te  shows  the  
lowest  level of une mploymen t  in  t he  las t  7 years  in  t he  Republic of Macedonia. In  fac t, gross 
salary  concept  significantly  contributed  to  be t ter  regis tra tion  of  e mploymen t. In  2009, 
average ne t  salary grew by 24% in no minal t er ms  and by 25% in real t er ms, above all due to  t he  
one-off effect  of t he  introduction  of t he  gross  salary concept  and  t he  nega tive  infla tion  ra te. 
Successful  implementa tion  of  gross  salary  reform  provided  for  improvement  of  financial  
discipline, as  well  as  regular  paymen t  of  salaries  and  contributions  to  e mployees. Hence, in 
Dece mber  2009,  only  2.9% of  t he  e mployees  did  not  receive  salary,  which  was  by  4.6 
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percentage poin ts  less compared to  t he  sa me period in 2008.
As  for  public finances, an ti-cyclical  fiscal  policy was  conducted  in  2009, aimed  a t  mi tiga ting 
t he  consequences of t he  global econo mic crisis on t he  Macedonian economy, a t  t he  sa me ti me  
main taining  macroecono mic  s tabili ty. Budget  deficit  in  2009  was  2.8% of  GDP, being  a mong  
t he  lowes t  budge t  deficits  in Europe in 2009.
In  2010,  as  post-crisis  year,  i t  is  expected  for  t he  economy  to  recover  and  for  posi tive  
econo mic  growth  to  be  res tored, envisaging  for  GDP to  grow  by 2%. Infla tion  is  projected  a t  
2%. Projected econo mic growth  in 2010 will be achieved t hrough  increased expor t  demand for  
Macedonian  produc ts  on  t he  basis  of  recovery  of  European  econo mies. Modera te  
improvement  of t he  conditions on t he  financial and credi t  marke t  is expected to  con tribute  to  
t his. On  the  mediu m  run,  higher  GDP growth  ra tes  are  expected  in  2011 (3.5%) and  2012 (5% 
projected  growth). Such  projections  are  based  on  t he  expecta tions  for  overcoming  global 
econo mic crisis in t he  EU Member Sta tes  - major t rade par tners to  t he  Republic of Macedonia, 
as  well  as  t he  expected  increase  of  prices  of  mos t  impor tan t  expor t  products  on  t he  global  
s tock  marke ts. Of course,  global  recovery will  allow for  realization  of mos t  of  t he  previously 
announced  inves t men t  projects  in  t he  Republic  of  Macedonia,  which  will  provide  for 
in tensification of t he  economic ac tivi ty.
Such  posi tive  growth  ra tes  are  expec ted  to  be  realized  in  conditions  of  modera te  infla tion  
ra te, projected to  range between 2% and 3% in t he  period 2010-2012.
As  for  t he  labour  marke t,  e mploymen t  growth  in  2009  is  expected  to  con tinue. In  fac t, 
according  to  2010 projections, e mploymen t  is  expected  to  increase  by 3%, une mploymen t  to 
decline by 3,2%, t hus  une mployment  in t he  Republic of Macedonia will accoun t  for around 30% 
of t he  labour force by t he  end of 2010.

III. Execution  of  2009  Budget  of  the  Republic  of  Macedonia

Regarding  public  finance,  disciplined  and  pruden t  fiscal  policy,  as  so  far,  continued  to  be  
conducted in 2009. 
Total  budge t  revenues  were  realized  in  t he  absolute  a moun t  of  Denar  128.498 billion  or  93% 
compared to  t he  to t al funds envisaged under t he  2009 Budget  of t he  Republic of Macedonia in 
t he  a mount  of Denar 138.459 billion. 
In  2008,  to tal  budge t  expenditures  were  realized  in  t he  absolute  a mount  of  Denar  139.393 
billion or by 93% compared to  t he  plan of Denar 149.592 billion. 
Despite  t he  deviations  on  t he  revenue  and  expendi ture  side,  mainly  due  to  t he  impac t  of 
global economic crisis, t he  budge t  deficit  t arge t  of 2.8% of GDP for 2009 was fully realized. It  is 
one of t he  lowest  budge t  deficits  realized in t he  European coun t ries in t he  crisis in 2009. 
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IV. More  significant  activities  in  the  period  December-  January  2009

IV.1 International  environment  (interest  rates  and  exchange  rates)

What  was  noticeable  for  the  Eurozone  market  in  2009  was  the  continuous  reduction  of  
inter- bank  reference  interest  rate  (Euribor)  for  all  maturi ty  periods.  In  fact,  in  this  period,  
inter- bank  reference  interest  rate  (Euribor)  with  six  month- maturi ty  period  dropped  by 
around  1.96 percentage  points,  so  the  interest  rate  on  six-month  Euribor  amounted  to  2.95% in  
average  in  January,  while  it  was  0.99% at  the  end  of December  2009. 
In  the  same  period,  on  the  deposit  market  in  London,  the  inter -bank  reference  interes t  rate  
(Libor) expressed  in  euros  with  6-month  maturi ty  period  also  showed  continuous  downward  
trend.  In  this  period,  drop  by  around  1.98 percentage  points  was  registered,  i.e. interes t  rate  
on  6-month  Libor  expressed  in  euros  was  2.95% at  the  beginning  of  the  year,  amounting  to  
0.97% at  the  end  of  the  year.  Inter- bank  reference  interest  rate  (Libor) expressed  in  US$  with  
6-month  maturi ty  period  slightly  increased  in  the  first  quarter  of  2009,  while  it  continuously  
decreased  in  the  other  quarters  of  2009.  In  fact,  interes t  rate  on  6-month  Libor  expressed  in  
US$  was  1.75% in  January,  while  it  amounted  to  0.43% at  the  end  of  December,  decreasing  by  
around  1.32 percentage  points.

Source: European Central Bank Source: Bri tish Bankers Association

As  for  t he  domes tic  marke t  during  2009, t he  level  of  Denar  exchange  ra te  agains t  t he  euro 
ranged  be tween  Denar  61.1496  and  Denar  61.4141 per  euro. At  t he  beginning  of  2009,  i.e.  in 
January,  average  exchange  ra te  MKD/EUR  was  61.3998,  while  in  t he  las t  mon th  of  2009, 
average  exchange  ra te  MKD/EUR was  61.1778, increasing  by 0.36%. In t he  sa me  period, Denar  
exchange  ra te  agains t  US$  continuously  apprecia ted,  i.e.  increased. During  t his  period,  t he 
value  of t he  Denar  agains t  US$ rose  by 10.19%, i.e. t he  average  exchange  ra te  MKD/USD was  
Denar  46.0763  per  US$  in  January  2009,  while  i t  a moun ted  to  Denar  41.8137  per  US$  in  
Dece mber  2009. In 2009, t he  maximu m  value of t he  Denar  agains t  US$ s tood a t  Denar  40.4591 
per US$, while t he  minimu m value was Denar 48,9151 per US$. 
Euro  exchange  ra te  agains t  US$  con tinuously  apprecia ted  on  t he  interna tional  financial 
marke t  in  2009. During  2009, t he  value  of  t he  euro  agains t  US$  increased  by  9.41%, i.e. t he  
average  exchange  ra te  US$ /EUR was  US$ 1.3239 per  euro in January 2009, a moun ting  to  US$ 
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1.4614  per  euro  in  Dece mber.  At  t he  sa me  ti me,  during  t he  firs t  half  of  2009,  as  for  t he  
exchange  ra te  JPY/EUR, t he  euro apprecia ted  agains t  t he  Japanese  Yen. In  t he  second half of 
t he  year, t he  value of t he  JPY agains t  EUR s tabilized. During  t he  analyzed period, t he  value of 
t he  euro  agains t  t he  yen  apprecia ted  by  8.75%, i.e. t he  average  exchange  ra te  JPY/EUR  was  
119.73 yen per euro in January, a moun ting to  131.21 yen per euro in Dece mber. 

Source: European Central Bank  Source: European Central Bank
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IV.2.  Credit  Rating  of  the  Republic  of  Macedonia  in  2009

The  grades  for  the  credit  rating  the  Republic  of  Macedonia  obtained  in  2008  and  2009  
by  the  international  credit  rating  agencies:  Standard  & Poor's  and  Fitch  as  well  as  by  Japan  
Credit  Rating  Agency  in  2009  are  shown  in  the  table  below:

Standard  & Poor's  Credit  Rating  Agency
2008 2009

Foreign currency BB + /Negative BB/Stable
Domestic currency BBB-/ Ne gative BB + /Stable
Source: Standard &  Poor's

Fitch  Credit  Rating  Agency
2008 2009

Foreign currency BB + /Stable BB + /Negative
Domestic currency BB + /Stable BB + /Negative

Source: Fitch 

 Japan Credit  Ra ting Agency

2009
Foreign currency BB + /Stable
Domestic currency BBB-/ S table

Source: Japan Credit  Ra ting Agency

In  June  2009, t he  credi t  ra ting  agency Fitch  awarded  new  revised  credit  ra ting  grade  to  t he  
Republic  of  Macedonia  for  foreign  and  domes tic  currency with  changed  outlook from  s table 
to  nega tive. Reduction  of t he  outlook is charac teris tic for  mos t  of t he  coun tries  in t he  region 
for  t ha t  period  of  t he  year,  as  a  resul t  of  t he  consequences  of  t he  global  financial  crisis  on  
t heir econo mies. 
In  Septe mber  2009,  Standard&Poor's  Credit  Ra ting  Agency  upgraded  the  outlook  on  t he  
ra tings  to  s table from nega tive for t he  future  credi t  borrowings of t he  Republic of Macedonia. 
According  to  t he  Agency,  Macedonia  has  one  of  t he  lowes t  defici ts  in  t he  region. Providing 
external  funds  t hrough  the  Eurobond and  the  additional  credi t  funds, such  as  t he  credit  from 
t he  European  Inves t men t  Bank, t he  World Bank, e tc., according to  S&P, helped improving t he  
liquidi ty of t he  funds  in  t he  coun t ry, i.e. increasing  t he  overall  volume  of funds, above all  t he  
external liquidi ty. In addition, t he  Agency poin ted out  t ha t  t hese  policies and measures  of t he  
Govern men t  improved  the  foreign  currency  reserves  and  t hey  are  a t  highly s table  level. All 
t his  provided  for  t he  perception  of  foreign  investors  to  be  be t ter,  for  in teres t  ra tes  a t  which  
t he  coun t ry borrows on  t he  credi t  marke t  to  decline, as  well as  for  t he  econo mic and  poli tical  
image  of t he  count ry in  general, as  a  s table coun t ry wi th  s table future  as  s ta ted  in t he  credit  
ra ting repor t.
In  November  2009,  the  Japanese  credit  rating  agency  JCR  (Japan  Credit  Rating  Agency)  
confirmed  the  awarded  credit  rating  grade  to  the  country  in  2007. JCR based  its  ratings  on  the  
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results  achieved  through  continuous  economic  reforms  of  the  Government,  prudent  fiscal  
policy  and  moderate  government  debt,  as  well  as  narrowing  of  current  account  deficit  and  
maintenance  of  the  level  of  foreign  currency  reserves  to  four- month  import  coverage.  
Progress  the  country  achieved  has  also  been  confirmed  in  terms  of  the  EU  integration  
process  and  EC  recommendation  on  opening  accession  negotiations.  Japan  Credit  Rating  
Agency  has  also  noted  that  unlike  many  Central  and  Eastern  European  countries,  
Macedonian  economy  had  a  rather  moderate  impact  from  the  global  economic  and  financial  
crisis,  due  to  the  successful  implementa t ion  of adequate  measures  by the  Government,  lower  
dependence  on  external  debt,  as  well  as  lower  exposure  to  external  risks.  Stable  credit  rating  
is  a  good  signal  to  foreign  investors,  and  it  has  positive  impact  on  the  interest  rate  at  which  
the  country  borrows  on  the  credit  market,  as  well  as  the  overall  economic  and  political  image  
of the  Republic  of Macedonia.
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IV.3. Public  debt  trends

According  to  the  National  Methodology  and  the  International  Monetary  Fund  
Methodology,  the  public  debt 1 increased  by  EUR  258.7 million  in  the  period  1st  January  –  31st  

December  2000,  i.e.  3.3  percentage  points  in  relation  to  GDP,  amounting  to  EUR  2,128.8 
million,  i.e. 32.1% of GDP (Annex  1) at  the  end  of 2009. 
Govern men t  debt 2 increased  by  EUR  210.2 million,  a moun ting  to  EUR 1,597.2 million  a t  t he  
end  of 2009. Despite  t he  sligh t  increase  by 2.7 percentage  poin ts  in  rela tion  to  GDP, i.e. from  
21.3% to  24.1%, in  2009,  govern ment  debt  re mained  a t  a  level  much  below  the  Maas t rich t  
cri terion, according to  which general govern men t  debt  mus t  no t  exceed 60% of GDP. 
Public  debt  trend  in  2009  is  due  to  the  continuation  of  the  implementa t ion  of  projects  in  the  
field  of  education,  social  housing,  agriculture,  health,  road  infrastructure,  railway  traffic  and  
the  energy  sector.  In  addition,  the  second  Eurobond  was  issued  on  the  international  capital  
market  in  the  total  amount  of  EUR  175 million,  and  by  the  National  Bank  of  the  Republic  of  
Macedonia  were  disbursed  the  general  allocation  of  special  drawing  rights  in  the  amount  of  
EUR  55.9 million,  as  well  as  the  special  allocation  of  special  drawing  rights  in  the  amount  of  
EUR 6.7 million  from  the  International  Monetary  Fund.
 From  the  point  of  view  of  currency  structure  of  public  debt,  euro  -  denominated  debt  
predominated  with  65%. The  debt  dominated  in  domestic  currency  increased  by  9 percentage  
points  compared  to  2008,  i.e. from  23% to  14% in  the  total  public  debt  portfolio.  This  reduction  
of  the  Denar  -  denominated  debt  was  mainly  a  result  of  the  introduction  of  government  
securities  with  foreign  currency  clause,  i.e. issue  of  3, 6 and  12-month  government  securities  
with  euro  clause.
Fixed -rate  and  variable  - rate  debt  had  relatively  equal  share  in  the  interest  structure  of the  
total  public  debt.  At  the  end  of  2009,  debt  with  fixed  interest  rates  participated  with  51%, 
while  debt  with  variable  interest  participated  with  49%. 
In  2009,  t he  share  of  t he  market  debt  increased  by  EUR  184.6  million  compared  to  t he  
previous year, being above all a  resul t  of newly issued Eurobond. 
From  the  point  of  view  of  the  risks  the  debt  portfolio  of  the  public  debt  of  the  Republic  of  
Macedonia  faces  being  also  identified  in  the  Medium- Term  Public  Debt  Management  
Strategy,  moderate,  but  controlled  increase  of  the  interest  rate  risk  can  be  observed.  On  the  
other  hand,  increased  share  of  Denar  - denominated  debt  contributed  to  the  reduction  of  the  
exchange  rate  risk.  Taking  into  account  the  dominant  share  of  the  euro—denominated  debt  
and  fact  that  the  Republic  of Macedonia  has  de  facto  fixed  exchange  rate  of the  Denar  against  
the  Euro , the  exposure  of the  public  debt  portfolio  to  this  risk  is  less  significant.
In  order  to  more  efficiently  manage  the  risks  to  which  the  government  debt  portfolio  is  
exposed,  Ministry  of  Finance  monitors  the  trends  of  the  base  indicators  for  the  exposure  of 
the  public  debt  portfolio  of  the  Republic  of  Macedonia  to  certain  types  of  risks  on  regular  
basis.  

1 Public  debt  е  is  the  government  debt  and  the  debt  of  public  enterprises  and  companies  fully  or  predominantly  
owned  by the  state,  the  municipalities,  the  municipalities  in  the  City  of Skopje  and  the  City  of Skopje  and  the  debt  
of the  National  Bank  of the  Republic  of Macedonia .
2 Government  debt  include  all  liabilities  created  by  borrowing  by  the  Republic  of  Macedonia,  including  the  
municipalities,  the  municipalities  in  the  City  of  Skopje  and  the  City  of  Skopje ,  excluding  the  debt  of  public  
enterprise  and  companies  fully  or  predominantly  owned  by the  state,  the  municipalities,  the  municipalities  in  the  
City  of Skopje  and  the  City  of Skopje  and  the  debt  of the  National  Bank  of the  Republic  of Macedonia.
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In  order  to  monitor  the  exposure  of  the  re- financing  risk,  average  time  to  maturi ty  indicator  
(Table  8) is  calculated  on  continuous  basis.  Thereby,  the  value  of  this  indicator  for  the  total  
public  debt  amounted  to  6,43  at  the  end  of  2008,  reducing  to  5.51 years  as  of  31st  December  
2009.  Should  this  indicator  be  observed  separately  for  the  domestic  public  debt,  one  can  
observe  certain  drop  from  2.35 years  to  1.76 years,  thus  domestic  debt  portfolio  becomes  to  a  
greater  extent  exposed  to  re- financing  risk.  Such  dynamics  can  be  explained  by  the  gradual  
maturi ty  of  the  bonds  issued  for  structural  purposes,  being  issued  under  non- market  
conditions  with  longer  maturi ty  periods.  As  for  the  external  public  debt  as  well,  there  was  
slight  decrease  of  this  indicator  in  2009  from  8.54  to  7.22  years,  being  a  result  of  the  
limitation  of  the  Republic  of  Macedonia  to  borrow  under  concessional  terms  from  the  
international  financial  institutions.  
Indicator  for  exposure  to  the  market  risk-  average  time  to  refixing  (table  10) reduced  from  
5.53 to  4.58 years  in  the  course  of  2009.  Regarding  the  domestic  public  debt,  downward  trend  
of  this  indicator  continued  as  a  result  of  the  decline  of  the  share  of  structural  bonds,  having  
mainly  fixed  interest  rates  and  larger  borrowing  of continuous  government  securities  with  1-
year  maturi ty,  with  variable  interes t  rates.  Maturity  indicator  (Table  9) is  calculated  for  the  
domestic  public  debt,  measuring  portfolio  exposure  to  market  risk,  more  precisely  the  
interes t  rate  risk.  At  the  end  of  2008,  its  value  amounted  to  1.68 years,  reducing  to  1.26 years  
by 31st December  2009. 

IV.4. Eighth  issue  of  denationalization  bonds

        Pursuant  to  the  Law  on  Issuance  of  Denationalization  Bonds  in  the  Republic  of  
Macedonia  (Official  Gazette  of  the  Republic  of  Macedonia,  nos.  37/2002,  89/2008),  the  eight  
issue  of  denationalization  bond  in  the  amount  of  EUR  23 million  was  issued  on  6 April  2009.  
Terms  and  conditions  for  the  issuance  of this  bond  were  identical  as  for  the  first  seven  issues,  
i.e. 10-year  maturi ty  period  and  2% fixed  annual  interes t  rate.  First  installment  for  payment  of 
the  principal  and  the  interes t  on  these  bonds  falls  due  on  1st  June  2010. 
 Eighth  issue  of  the  denationalization  bonds  covers  all  effective  decisions  on  
denationalization  by  31st  December  2008,  according  to  which  bonds  are  given  as  
compensation.

IV.5. Public  debt  servicing  

All  liabilities  on  the  basis  of  public  debt  that  fell  due  in  2009  were  regularly  and  timely  
serviced  by the  Ministry  of Finance,  as  well  as  by the  other  public  debt  holders.
As  regards  the  repayment  of  liabilities  on  the  basis  of  principal  on  government  debt,  Denar  
7.932 million  was  planned  in  2009  Budget  of  the  Republic  of  Macedonia.  Denar  8,044  million  
was  spent  for  the  repayment,  showing  deviation  by only  1.4%.
Total  of  Denar  2,445  million  was  paid  for  the  liabilities  on  the  basis  of  interest  costs  of  the  
government  debt  from  the  2009  Budget  of the  Republic  of Macedonia,  which  meant  deviation  
of 2.2. % compared  to  the  planned  budget  in  the  amount  of Denar  2.500  million.  
The  deviation  of the  planned  funds  in  the  Budget  from  the  realized  ones  for  the  interes t  rates  
is  mainly  due  to  the  decrease  of the  interes t  rates  on  the  external  and  domestic  debt  for  those  
credits  with  variable  interes t  rate,  as  well  as  due  to  the  changes  of  the  value  of  the  
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Macedonian  denar  in  relation  to  the  other  currencies  (US dollars,  Japanese  yens,  etc.)
The  external  debt  of public  enterprises  was  timely  serviced,  so  in  2009,  the  public  enterprises  
paid  debt  in  the  total  amount  of  Denar  1, 394  million  on  the  basis  of  principal  and  Denar  564  
million  on  the  basis  of interest.  
In  2009,  the  repayments  of  the  public  debt  (the  government  debt  and  the  debt  of  public  
enterprises)  amounted  to  Denar  9,439 million  on  the  basis  of principal  and  Denar  3, 009  on  the  
basis  of interes t.
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IV.6. Continuous  government  securities  

IV.6.1. Primary  Government  Securi ties  Market  (GS)

Borrowing  by  issuing  government  securities  in  2009  –  According  to  the  Decision  on  
Determining  the  Maximum  Amount  of  New  Borrowing  by  Issuing  Government  Securities,  
the  Government  of  the  Republic  of  Macedonia  (Official  Gazette  no.  22/09)  determined  the  
maximum  amount  of  Denar  6 billion.  Within  these  frameworks,  new  borrowing  on  the  basis  
of  issued  government  securities  in  2009  amounted  to  Denar  5,105.99  billion.  Stock  of  total  
issued  government  securities  amounted  to  Denar  12,794.58  million  on  31st  December  2009,  
compared  to  Denar  7,491.11 million 3 at  the  end  of 2008.  
Auctions  of  government  securities  - In  the  period  January  -December  2009,  1-, 3-, 6-  and  12-
month  treasury  bills,  as  well  as  2-year  government  bonds  were  issued.  During  this  period,  
thirty  three  (33) auctions  of government  securities  and  three  (3) re-openings  of the  auctions  of  
government  securities  were  carried  out.  Total  number  of  realized  auctions  by  maturi ty  was  
the  following:  four  issues  of  1-month  treasury  bills,  fifteen  issues  of  3-month  treasury  bills  
and  two  re-openings  of  auctions,  ten  issues  of  6-month  treasury  bills,  three  issues  of  12-
month  treasury  bills  and  one  re-opening  of  auction.  In  addition  to  the  issue  of  short- term  
government  securities,  one  issue  of 2-year  government  bonds  was  made  in  2009.
Total  amount  offered  on  the  auctions  of  government  securities  in  2009  was  Denar  46.58  
billion,  i.e. observed  by  maturi ty,  total  amount  offered  was  distributed  as  follows:  Denar  6.80  
billion  was  offered  at  auctions  of  1-month  treasury  bills,  Denar  27.43  billion  at  3-month  
treasury  bills,  Denar  9.3  billion  at  6-month  treasury  bills,  Denar  2.8  billion  at  12-month  
treasury  bills,  and  Denar  0.25  billion  at  2-year  government  bonds.  Total  amount  realized  at  
the  auctions  in  the  same  period  was  Denar  31.74 billion.  On  the  basis  of the  presented  data  on  
the  amount  offered  at  GS auctions  and  the  amount  of  realization  of  GS auctions,  one  can  see  
that  the  performance  percentage  of  auctions  in  2009  was  68.15%, increasing  by  8.27 
percentage  points  compared  to  2008,  when  the  performance  percentage  of  auctions  was  
59.88%.
When  creating  the  policy  of  issuing  government  securities,  share  of  longer- term  6-month  
and  12-month  treasury  bills  significantly  increased,  while  the  3-month  treasury  bills  
decreased.  This  is  in  line  with  the  commitment  of  the  Ministry  of  Finance  to  develop  long-
term  instruments  for  financing.
On 31st  December  2009,  the  maturi ty  structure  of continuous  GS was  as  follows:
- percentage  share  of  3-month  treasury  bills  was  24.85% in  the  maturi ty  structure,  decreasing  
by 31.40 percentage  points  in  relation  to  the  share  of  3-month  treasury  bills  on  31st  December  
2008,  when  it  amounted  to  56.25%,
- percentage  share  of  6-month  treasury  bills  was  55.50% in  the  maturi ty  structure,  increasing  
by 38.69  percentage  points  compared  to  the  share  of  6-month  treasury  bills  on  31st  December  
2008,  when  it  amounted  to  16.81%. 
- percentage  share  of 12-month  treasury  bills  was  14.37% in  the  maturi ty  structure,  increasing  
by 9.52 percentage  points  in  relation  to  the  share  of  12-month  treasury  bills  on  31st  December  

3 The  difference  between  the  amoun t  of new borrowing  in  2009 and  the  increase  of t he  s tock  of  govern men t  se -
curi ties is a  resul t  of t he  applica tion of differen t  me thodologies of calculation. 
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2008,  when  it  amounted  to  4.85%. 
-  percentage  share  of  2-month  government  bonds  was  3.13% in  the  maturi ty  structure,  
decreasing  by  around  11.41 percentage  points  compared  to  the  share  of  2-year  government  
bonds  on  31st  December  2008,  when  it  amounted  to  14.54% and
-  percentage  share  of  3-year  government  bonds  was  2.15% in  the  maturi ty  structure,  
decreasing  by  5.40  percentage  points  compared  to  the  share  of  3-year  government  bonds  on  
31st  December  2008,  when  it  amounted  to  7.55%. (Chart  10)

 Trends  of  interest  rates  at  auctions  of  government  securities  -  Depending  on  the  type  of 
tender  applied,  interest  rates  on  government  securities  since  their  introduction  until  today,  
are  market  determined  (interest  rate  tender)  or  they  are  previously  defined  by the  Ministry  of 
Finance  (volume  tender).  In  2009,  depending  on  market  conditions,  both  types  of  tenders  
(volume  tender  and  interes t  rate  tender)  were  applied  at  the  auctions  of  government  
securities.  
In  the  course  of  2009,  two  periods  can  be  clearly  distinguished,  those  being  the  following:  in  
the  first  half  of  the  year,  when  the  crisis  deepened  and  market  conditions  were  tightened  
accordingly,  interest  rates  had  upward  trend,  while  they  drastically  reduced  in  the  second  
half  of  2009.  Thus,  in  the  second  half  of  2009,  interest  rate  on  6-month  treasury  bills  with  
foreign  currency  clause  (which  was  dominant  this  half)  was  5.50% compared  to  the  average  
rate  of  8.23% or  9.10 % achieved  in  the  first  half,  as  was   the  highest  interes t  rate  on  6-month  
Denar  securities,  when  the  economic  crisis  was  in  full  swing.  
Data  on  interes t  rates  on  government  securities  show  that  by  introducing  government  
securities  with  foreign  currency  clause,  interes t  rates  on  government  securities  dropped  
from  2.00  to  3.40  percentage  points  in  average  (Chart  8). 

Introduction  of 1-month  treasury  bills  - Starting  March  2009,  Ministry  of  Finance  introduced  
1-month  treasury  bills  so  as  to  better  respond  to  the  liquidity  problems  of the  market  entities,  
as  well  as  to  provide  additional  funds  for  financing  the  budget  needs.  In  the  course  of  2009,  
total  of four  auctions  of 1-month  treasury  bills  were  carried  out,  i.e. two  auctions  were  carried  
out  in  March  and  April  respectively.  
   Government  securities  with  foreign  currency  clause  -   In  June  2009,  Ministry  of  Finance  has  
introduced  government  securities  with  foreign  currency  clause.  Introduction  of  such  
financial  instrument  was  stimulated  by many  reasons,  among  which  the  following:  reduction  
of  interes t  costs  of  the  Ministry  of  Finance,  response  to  the  needs  of  the  potential  investors  
on  the  government  securities  market,  continuation  of  portfolio  maturi ty  and  sending  clear  
signals  for  domestic  currency  stability.
At  the  same  time,  in  the  second  half  of  2009,  frequency  of holding  auctions  was  also  reduced,  
turning  to  issues  of government  securities  with  longer  maturi ty.  This  financial  instrument  is  
practiced  in  many  countries  in  the  world,  among  which  Croatia,  Bulgaria,  Turkey,  etc.
Ownership  structure  of    government  securities  issued  on  primary  market-    In  the  course  of 
2009,  trend  of dominant  share  of the  banks  in  the  ownership  structure  of undue  GS in  relation  
to  the  other  entities  on  the  primary  government  securities  market  continued.  As  of  31st  

December  2009  inclusive,  percentage  share  of  banks  in  the  ownership  structure  of  the  
government  securities  amounted  to  70.26%, while  the  share  of  the  other  entities  was  29.74%. 
During  the  analyzed  period,  share  of  banks  increased  by  4.31 percentage  points  in  relation  to  
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the  share  of other  entities,  being  reduced  by the  same  percentage.  
As  of  31st  December  2008,  share  of  banks  in  the  ownership  structure  was  65.95 %, while  share  
of other  market  entities  in  the  ownership  structure  was  34.05% (Chart  12).

IV.6.2. Secondary  government  securi ties  marke t

In  parallel  with  the  further  development  of  the  primary  market,  secondary  trading  in  
government  securities  also  developed.  Trading  was  observed  on  the  Macedonian  Stock  
Exchange  AD Skopje  and  on  the  Over-  the  -Counter  Market  (OTC). Structural  bonds  (eighth  
issues  of  government  denationalization  bonds  and  bonds  for  old  foreign  currency  saving),  as  
well  as  continuous  government  bonds  are  traded  on  the  Macedonian  Stock  Exchange.  

During  2009, to tal  t rading  volume realized on  t he  Macedonian  Stock  Exchange  AD Skopje  in 
t he  period  a moun ted  to  EUR  13,995,928.00,  decreasing  by  45.86% compared  to  t he  to tal  
t rading  volu me  in  2008,  when  it  a moun ted  to  EUR  25,851,560.00. At  t he  sa me  ti me,  to tal 
realized  t rading  t urnover  was  EUR 11,924,855.00  or  Denar  740,879,135.00, declining  by 46.17% 
compared to  2008 (Char ts  15 and 16). 

During  t he  sa me  period,  to tal  of  32  t ransac tions  with  govern men t  securi ties,  i.e.  30  
t ransac tions  wi th  t reasury bills  and  2 t ransac tions  with  govern ment  bonds  were  carried  out  
on  t he  Over-  t he  -Coun ter  Marke t. Total  no minal  t rading  a moun t  was  Denar  431,060,000.00, 
Denar  428,960,000.00 out  of which  referred  to  realized t ransac tions  with  t reasury bills, while  
Denar  2,100,000.00  referred  to  realized  t ransac tions  with  govern men t  bonds.  If  one  makes  
compara tive  analysis  of  t rading  on  t he  OTC marke ts  in  2009  with  t rading  in  2008, i t  can  be  
concluded  t ha t  despi te  t he  bigger  nu mber  of  t ransac tions  realized  in  2009,  to tal  no minal  
t rading  a moun t  was  lower  by  Denar  155,440,000.00  compared  to  2008. In  fac t,  additional 
feature  t ha t  marked  t rading  on  OTC marke ts  in  2009 shor t-t er m  govern men t  securi ties  were 
mos t  t raded, i.e. ou t  of t he  to t al realized no minal a moun t  of t rading in govern men t  securi ties, 
t rading  in  short-t e r m  govern ment  securi ties  accoun ted  for  99.51%,  increasing  by  31.31 
percentage poin ts  with  regard to  t he  t rading in 2008. 
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IV.7. Newly  extended  loans  in  2009

Regional  and Municipal Roads Programme    - On 28 th January 2009, Minis t ry of Finance on 
behalf  of  t he  Govern men t  of  t he  Republic  of  Macedonia  and  t he  European  Bank  for 
Recons t ruc tion  and  Developmen t  signed  Loan  Agree men t  for  t he  Regional  and  Municipal 
Roads Progra mme. The Agency for Sta te  Roads of t he  Republic of Macedonia is beneficiary of 
t he  loan  funds. Project  is  aimed a t  improving  t he  exis ting  regional  ne twork  160km in length, 
as  well  as  improving  t he  exis ting  municipal  road  ne twork  on  t he  t erri tory of t he  Republic of  
Macedonia. 
Conditions, under which, t his Project  was signed are t he  following: 

- a moun t: EUR 50,000,000 
- in teres t  ra te: Variable EURIBOR plus 0.50%
- repayment  period: 15 years including grace period
- grace period: 4 years 
- Front-and fee in t he  a moun t  of 0.50% of t he  loan a moun t. 
- Commit men t  fee in t he  a moun t  of 0.25% of t he  loan a mount  is paid annually. 

   Municipal  Services  Improvement  Project   –  on  29 th June  2009, Minis t ry  of  Finance  on 
behalf  of  t he  Govern men t  of  t he  Republic  of  Macedonia  and  t he  In terna tional  Bank  for 
Recons t ruc tion  and  Developmen t  –  World  Bank  signed  Loan  Agreement  for  t he  Municipal 
Services  Improvement  Projec t.  Beneficiaries  of  t he  loan  funds  are  t he  mu nicipali ties,  t he  
mu nicipali ties  in  t he  City  and  t he  City  of  Skopje,  public  en terprises  es tablished  by  t he  
mu nicipali ties, t he  mu nicipali ties  in  t he  City  of  Skopje  and  t he  City  of  Skopje  , mee ting  t he  
borrowing  conditions  pursuan t  to  t he  Law  on  Public  Debt  and  t he  Law  on  Financing  Local 
Govern men t  Units.  The  main  objective  of  t he  project  is, by financing  t he  municipali ties  and  
t he  public en terprises  es tablished by t he  municipali ties, t hrough  on-lending  arrange men t,  to  
realize  imple men ta tion  of  municipal  projects,  which  by  increasing  t he  revenues  of  t he  
mu nicipali ties /public  en terprises  or  reducing  t heir  opera ting  costs  will  contribute  to 
improving  t he  performance  of  t he  municipali ty,  t he  quali ty  of  u tili ty  and  other  mu nicipal 
services. Loan funds will be in tended for financing t he  invest men t  projects  genera ting  profi ts  
for  t he  mu nicipali ty/PE, i.e. having  re turn  on  invest men t  or  projects  leading  to  reduction  of  
t he  opera ting costs  of municipali ties /public en terprises .
Conditions, under which, t his Project  was signed are t he  following: 

- a moun t: EUR 18,900,000.00;
- in teres t  ra te: six-mon th  LIBOR with variable spread;
- repayment  period: 13 years including grace period;
- grace period: 5 years; and
 -Front-and fee in t he  a mount  of 0.50% of t he  loan a moun t. 

Conditional  Cash  Transfers  Project    –  On  2nd Septe mber  2009,  Minis t ry  of  Finance  on 
behalf  of  t he  Govern men t  of  t he  Republic  of  Macedonia  and  t he  In terna tional  Bank  for 
Recons t ruc tion  and  Developmen t  -  World  Bank  signed  Agreement  for  t he  Conditional  Cash 
Transfers  Projec t. Beneficiary  of  t he  loan  funds  is  t he  Minis t ry  of  Labour  and  Social  Policy. 
Project  is  aimed  a t  s treng thening  t he  effectiveness  and  efficiency  of  t he  social  pro tec tion  
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ne twork  by  in troducing  social  cash  t ransfers  and  improvemen ts  in  t he  ad minis tra tion, 
supervision, moni toring and evalua tion of social assis tance t ransfers.
Conditions, under which, t his Project  was signed are t he  following: 

- a moun t: EUR 19,300,000.00;
 - in teres t  ra te: Six-mon th  LIBOR plus variable spread;

- repayment  period: 25 years  including grace period;
- grace period: 7 years; and
-Front-and  fee  in  a mount  of  0.25% of  t he  loan  a moun t  (on t he  day of  disburse ment  of 

t he  funds).

   Water and Sewerage  Programme  Macedonia - phase  1 -    On 4 t h December  2009, Minis t ry 
of Finance  on behalf of t he  Govern men t  of t he  Republic of Macedonia  and t he  Credit  Bank for 
Recons t ruc tion -  KfW signed  Loan  Agree ment  for  financing  t he  Wa ter  and  Sewerage 
Progra m me  Macedonia  - phase  1. Beneficiaries  of  t he  loan  funds  are  t he  mu nicipali ties  and 
t he  public u tili ty en terprises  es tablished  by t he  municipali ties. Project  is  aimed  a t  providing  
sus tainable supply of drinking water  for t he  popula tion in selected progra m me  mu nicipali ties 
a t  affordable prices. 
Conditions, under which, t his Project  was signed are t he  following: 

- a moun t: EUR 8,635,000.00;
 -  in teres t  ra te: fixed 2%;

- repayment  period: 30 years  including grace period;
- grace period: 10 years; and

  -commit men t  fee in t he  a moun t  of 0.25% of t he  loan a mount  is paid annually. 
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IV.8. Issuing  Eurobond  –  primary  issue  and  secondary  trading  

In  2009,  the  second  Eurobond  on  the  international  capital  market  was  issued.  Interes t  for  the  
Eurobond  at  the  foreign  investors  was  significant.  Credit  rating  agencies  Standard  & Poor's  
and  Fitch  rated  this  security  with  BB and  BB+  respectively.  What  speaks  in  favour  of  the  
great  interes t  for  purchasing  this  Eurobond  is  the  fact  that  the  demand  was  larger  than  the  
offered  amount  defined  in  the  prospectus  for  issuance  of  EUR  48.6  million,  while  the  
investment  base  is  geographically  dispersed  on  the  European  continent  and  wider,  comprised  
by investors  from  Great  Britain  (59.9%), Switzerland  (11.3), Brazil  (8.6%), Austria  (6.9%), Denmark  
(5.1%), Germany  (3.1%), Greece  (2.9%), Benelux  (1.5%), and  other  countries  (0.7%). Main  buyers  are  
asset  management  companies  (35.8%), pension  funds  (22.9%), investment  funds  (18.6%), private  
banks  (10.8%), banks  (7.6%), insurance  funds  (3.4%) and  other  (0.9%). In  conditions  of  economic  
crisis  when  the  financing  sources  are  limited  globally,  Republic  of  Macedonia  managed  to  
attract  broad  range  of investors  and  to  successfully  write  the  offered  amount.
Conditions under which t he  Eurobond was issued are t he  following: 
- a moun t: EUR 175,000,000; 
- ma turi ty period: 3.5 years, i.e. January 2013; and
- coupon interes t  ra te: 9,875% .

As  for  the  secondary  market,  purchase  price  of  the  first  Eurobond,  falling  due  in  2015, ranged  
from  62.327 to  88.918 basic  points  in  2009,  and  the  medium- term  swap  ranged  from  406.874 to  
1030.248  basic  points.  Average  purchase  price  was  77.413 basic  points,  while  average  medium-
term  swap  was  645.423  basic  points.  (Chart  17). However,  in  2008,  purchase  price  ranged  from  
74.688  to  95.128 basic  points,  while  medium- term  swap  ranged  from  73 to  7145 basic  points.  In  
2008,  average  purchase  price  was  87.031, while  average  medium- term  swap  was  270  basic  
points.
Trading  purchase  price  lower  by 9.618 was  realized  in  2009,  while  average  medium- term  swap  
higher  by  375.423  basic  points  was  realized  compared  to  2008.  In  fact,  starting  2009,  almost  
constan t  price  increase  and  simultaneous  reduction  of  the  medium- term  swap  of  the  
Eurobond  can  be  seen.  

The  swap  of  t he  purchase  price  of  t he  second  Eurobond,  falling  due  in  2013,  ranged  from  
100.597  to  107.981 in  t he  period  July  -  end  -2009,  and  t he  mediu m-ter m  swap  ranged  from 
474.746 to  743.085 basic  poin ts.  Average  purchase  price  was  105.245, while  average  mediu m-
ter m swap was 574.910 basic poin ts. (Char t  18). 
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IV.9. I ssued  guarantees  in  2009

Sovereign  guaran tee    of  t he  Republic  of  Macedonia  of  t he  liabili ties  of  t he  Loan  Agree ment   
in tended for  financing  s mall- and  mediu m-sized  en terprises  and  other  priori ty  projects  - t he  
Borrowing  Agreement  between  the  Macedonian  Bank  for  Development  Pro motion  and  t he  
European  Invest men t  Bank  for  t he  Loan  for  SMEs  and  Priori ty  Lending  was  signed  on  25t h  

June  2009,  and  Guaran tee  Agree men t  concluded  be tween  the  Minis t ry  of  Finance  and  t he  
European  Invest men t  Bank  was  also  signed  on  t he  sa me  date.  Republic  of  Macedonia 
guaran tees  t he  se t tle men t  of  liabili ties  in  a moun t  of  EUR  100,000,000 Under  t he  Loan 
Agree men t  in tend  for  financing  s mall-  and  mediu m-sized  en terprises  and  other  priori ty 
projects. The  Project  is  par t  of  t he  an ti-crisis  measures,  t he  Govern men t  of  t he  Republic  o f 
Macedonia under takes for providing funds for financing s mall- and mediu m-sized en terprises, 
so  as  to  provide  fresh  capital  during  t he  financial  crisis,  as  well  as  to  mi tiga te  t he  
consequences of t he  crisis in t his seg men t  of t he  real sector. 

Conditions, under which, t his  Project  was signed are t he  following: 
  - a moun t: EUR 100,000,000 ; 

- in teres t  ra te: t he  in teres t  ra te  is deter mined when disbursing each t ranche 
separa tely;
- repayment  period: At leas t  4 years, and 12 years a t  t he  mos t, including grace 
period of a t  leas t  four years  for par t  of t he  Project  in tended for financing s mall-
and mediu m-sized en terprises, and t he  repaymen t  period for par t  of t he  Project  
intended for financing other  priori ty projects  is a t  leas t  4 years, and 15 years  a t  
t he  mos t, including grace period of a t  leas t  5 years; and 

             - disburse men t: maximu m of 25 t ranches with minimu m a mount  of EUR 3,000,000. 
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V. Review  of  quantitive  targets

Pursuant  to  the  Law  on  Public  Debt  (Official  Gazette  no.  62/05  and  88/08)  debt  of  the  
National  Bank  of  the  Republic  of  Macedonia  is  included  in  the  public  debt,  being  used  for  
statistical  purposes.  However,  it  is  not  included  in  preparing  the  public  debt  projections  and  
setting  the  targets  in  the  Public  Debt  Management  Strategy.  Therefore,  the  category  public  
debt  does  not  include  the  debt  of  the  National  Bank  of the  Republic  of  Macedonia  in  the  data  
shown  in  Table  1.
Table  1 can  lead  to  conclusion  t ha t  t he  deter mined  para me ters  for  t he  public  debt  por tfolio 
are  wi thin  t he  shor t-t er m  t arge ts  for  2009  se t  in  t he  Public  Debt  Manage men t  Stra tegy  for 
t he  period  2009-2011,  i.e.  t ha t  t he  Minis t ry  of  Finance  manages  t he  public  debt  in  full 
compliance wi th  t he  au thorizations by t he  Parliamen t  of t he  Republic of Macedonia. 

Table 1
Comparison  of the  public  debt  portfolio  and  the  quanti tive  targets  set  in  the  Strategy

Targets

Public  debt  portfolio  
parameters  as  of  
December  2008

Public  debt  
portfolio  

parameters  as  of  
December  2009

Targets  for  the  period
2009- 2011)

Total public debt  to  GDP 
ra tio 24,36% 27,1%

not  to  exceed 40%

Govern men t  debt  to  GDP 
ra tio 21,3% 24,1% not  to  exceed 30%

Total govern men t  debt  to  
GDP ra tio 2,6% 2,6% not  to  exceed 10%

Share of domes tic currency- 
denomina ted debt  in t he  
to tal public debt

domes tic currency 
-9%

domes tic 
currency -1,7%

Domes tic currency- 
denomina ted debt- 
13% (with devia tion 

of 3% poin ts)

Share of euro denomina ted 
- debt  in t he  to tal public 
debt

euro- 
denomina ted debt  

-65.8%

euro- 
denomina ted 

debt  - 77.1%

70% (devia tion of 5% 
poin ts)

Share of ex ternal public 
debt  in the  to tal public debt

External public 
debt  – 70.4%

external public 
debt  - 72.5%

external public debt  
70%-80% 

Net  borrowing on the  basis 
of to tal public debt  in 2009 - EUR 211.7 million EUR 370 million

Net  borrowing on the  basis 
of guaran teed public debt  in 
2009

- EUR 3.8 million 
EUR

EUR 150 million

* W h e n  m oni toring  t he  realization  of  t he  targets, NBRM  debt  is no t  included in t he  calculations  of  t he  
to tal public debt, pursuan t  to  Ar ticle 7 paragraph 5 of t he  Law on Public Debt.

Source: MoF
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V.1. Public  debt  to  GDP ratio

In  line  with  the  target  set  in  the  Strategy,  public  debt  to  GDP ratio  in  the  next  three  
years  must  not  exceed  40%, while  the  government  debt  must  not  exceed  30% of  GDP. At  the  
end  of  2008,  the  government  debt  in  relation  to  GDP  was  significantly  under  the  set  target,  
amounting  to  24.1%, while  the  total  public  debt  was  27.1% of GDP.

Char t  5
 Comparisons  of the  public  debt  to  GDP ratio,  government  debt  to  GDP ratio  and  the  

targets  set  in  the  Strategy

Source: MoF

V.2. Guaranteed  public  debt  to  GDP ratio

In  line  with  the  limits  set  in  the  Strategy  referring  to  the  issuance  of guarantees  in  the  
period  2009- 2011, the  guaranteed  public  must  not  exceed  10% of  the  Gross  Domestic  Product  
in  the  next  three  years.  According  to  the  recent  data  on  the  guaranteed  public  debt  as  of  
December  2009  inclusive,  the  real  stock  of  the  issued  guarantees  was  under  the  level  of  the  
set  target,  amounting  to  2.6% in  relation  to  GDP.

Char t  6
Comparison of the guaranteed debt  to  GDP ratio  and the targets

Source: MoF
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V.3. Domestic  currency  –denominated  debt  

The  share  of the  Denar- denominated  debt  in  relation  to  the  total  public  debt  amounted  
to  1,7% at  the  end  of 2009,  meaning  that  98,3% of the  public  debt  portfolio  was  denominated  in  
foreign  currency.  (Chart  7).

Char t  7
Comparison of t he  to t al public debt  deno mina ted in domes tic /foreign currency ra tio 

and t he  t arge t  se t  in t he  Stra tegy

Source: MoF

This  deviation  is  entirely  due  to  the  issuance  of  government  securities  with  foreign  
currency  clause,  which  are  issued  and  paid  in  denars  and  indexed  to  the  euro . Some  of  the  
reasons  for  issuing  these  securities  are  reducing  the  interes t  cost  and  supporting  the  policy  
of the  National  Bank  for  maintaining  the  exchange  rate  stability  of the  domestic  debt.  

V.4. Foreign  currency- denominated  debt

In  the  course  of 2009,  the  currency  structure  of the  external  public  debt  improved  as  a  
result  of  the  commitment  of  the  Ministry  of  Finance  for  the  new  borrowing  to  be  in  euro  
currency.  This  arises  from  the  de  facto  fixed  exchange  rate  of  the  Denar  in  relation  to  the  
Euro.  At  the  end  of 2009,  the  share  of  the  euro- denominated  debt  in  the  total  public  debt  was  
77.1%, increasing  by 11.3 percentage  points  compared  to  2008.

Char t  8
Currency  structure  of external  public  debt  and  2009  target

Source:  MoF
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V.5. Net  borrowing  in  2009

In  the  course  of  2009,  net  borrowing  includes  the  planned  disbursement  of  funds  on  
the  basis  of  the  total  public  debt  reduced  for  the  planned  repayments  on  the  basis  thereof.  In  
line  with  the  defined  target,  "net  borrowing  in  2009  was  planned  to  amount  to  EUR  370  
million”,  while  the  realized  net  borrowing  amounted  to  EUR  211.7 million.  Thus,  it  can  be  
concluded  that  on  the  basis  of  this  target  as  well,  net  borrowing  is  within  the  determined  
limits  defined  in  the  Strategy.  

V.6. New  issued  guarantees

In  order  to  reduce  the  risk  of  contingent  liabilities,  the  Strategy  defines  the  annual  
amount  of  net  borrowing  on  the  basis  of  guaranteed  debt  of  public  enterprises,  whereby  
during  2009,  the  maximum  amount  of  net  borrowing  on  the  basis  of  guaranteed  debt  must  
not  exceed  EUR  150  million.  During  2009,  only  EUR  3.8  million  net  borrowing,  out  of  the  
planned  EUR 150 million  were  realized  on  the  basis  of guaranteed  public  debt.  
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VI. Public debt management  activities

VI.1. Disbursed funds on the basis of external  public debt

Table 2
                  Disbursements  on the basis of already extended and newly  extended credits  and 

public  debt  levels     

Source: MoF and NBRM

VI.2. Primary Government  securities market

Table 3
Net  issue of continuous government  securities and structural  bonds 

                  EUR million

Source: MoF 
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Q1-2009 Q2-2009 Q3-2009 Q4-2009

I 84,3 -52,7 -16,0 67,6 83,2

1 1-month GS 66,3 -66,3 0,0 0 ,0 0,0

2 3-month GS 24,3 -2,5 -49,9 11,7 -16,5

3 6-month GS -1,3 -4,0 28,8 69,5 93,1

4 12-month GS -1,1 20,5 5,1 -1,8 22,6
5 2-year government bond -3,9 -0,3 0,0 -7,1 -11,3

6 3-year government bond 0,0 0,0 0,0 -4,8 -4,8

II 23,0 23,0

I+II Tot al 84,3 -29,7 -16,0 67,6 106,2

Total
Q1-Q4-2009

Net issue of government 
securities

VIII-th issue of 
denationalization bonds*

*On the basis of denationalization bonds, there is no real inflow in the Budget of the 
Republic of Macedonia but they are rather issued for the purpose of solving structural 
problems. 

in  m illion  EUR

To t al  public  de bt 319,2 24 9,3 128%
222,0 221,1 10 0 %

Cent ral  g o vernme nt 222,0 221,1 10 0 %
Offic ial  credit o rs 4 7,0 4 6,1 10 2%
Mult i lat eral  credit o rs 31,4 38,5 81%

IBRD 26,1 38,5 68%
CEDB 5,0 0,0 -
EBRD 0,3 0,0 -

Bilat e ral  credit o rs 15,6 7,6 20 4 %
P rivat e  credit o rs 175,0 175,0 10 0 %

P ublic  ent erpris es 97,2 28,2 34 5%
Offic ial  credit o rs 97,2 28,2 34 5%
Mult i lat eral  credit o rs 93,7 25,8 363%

IBRD 3,6 1,8 198%
EBRD 5,7 4,0 143%
EIB 12,5 20,0 62%
IMF 71,9 0,0 -

Bilat e ral  credit o rs 3,6 2,4 14 9%
P rivat e  credit o rs 0 ,0 0 ,0 -

Jan -Dec  2009 
r ea liza t ion  of 
disbu r sem e n t

Pr ojec t ed 
disbu r sem en t  
Jan -Dec  2009 

Pe r cen t  of 
r ea liza t ion   

2009*

General  g o vernmet



Source: MoF 
* Bid to  cover ratio-  coefficient  showing  the coverage of the realization  with  demand

Table 4
Weighted interest  rates on issued GS  without  foreign  currency  clause

Source: MoF 
Table 5

Weighted interest  rates on issued GS  with  foreign  currency  clause

Source: MoF 
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June 09 5,25 7,00
July 09 5,25 5,70
Augus t  09 5,50
Sept em ber 09 5,40
Oct ober 09 5,50
Novem ber 09 5,50
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average  
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Source: MoF 

Source: MoF 
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Chart  12
Ownership  structure  of continuous GS

31st December 2008                   31st December 2009 

Source: MoF 
Chart  13

 Maturity  structure  of continuous GS

31st December 2008                   31st December 2009 

Source: MoF 
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VI.3. Secondary government  securities market

VI.3.1. Macedonian Stock Exchange AD Skopje

Source: Macedonian Stock Exchange AD Skopje

Source: Macedonian Stock Exchange AD Skopje
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VI.3.2. Over-the-Counter  Markets

Source: NBRM

Source: NBRM
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VI.3.3. International  Capital  Market

Chart  18
Trading  price  of the  first  Eurobond  of the  R.Macedonia  maturing  in  2015 

Source:HSCB

Chart  19
Trading  price  of the  second  Eurobond  of the  R.Macedonia  maturing  in  2013

Source: HSCB
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VI.4. Total  public debt servicing

Table 6
  Repayments  on the basis of total  public  debt  in  2009 година

 EUR mill ion

Source: MoF and NBRM

Chart  20
Repayment  of interest  and principal  on the basis of total  public  debt

Source: MoF and NBRM

Chart  21
Interest  costs for  servicing  the total  public  debt  in  relation  to  revenues, 

expenditures and GDP

Source: MoF and NBRM
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Int eres t  pa ym ent  for ext erna l public debt 9,2 7,2 4,5 13,1 34,0
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Chart  22
Repayment  of principal  for  total  public  debt  in  relation  to revenues, expenditures 

and GDP

Source: MoF and NBRM
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VII.  Public debt portfolio features

VII.1. Total  public debt

Table 7
  Total  public  debt  according  to the GFS Methodology  and the Law on Public  Debt   

Source: MoF and NBRM                                        
Chart  23

Public  debt  trend in  relation  to GDP

Source: MoF and NBRM
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Chart  24
Total  public  debt  interest  structure

 31st December 2008  31st December 2009 

Source: MoF and NBRM

Chart  25
Total  public  debt  currency structure

 31st December 2008                                                        31st December 2009

Source: MoF and NBRM

Chart  26
Market /non- market  total  public  debt

 31st December 2008              31st December 2009 

    
Source: MoF and NBRM
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Indicators  for  public  debt  portfolio  risk

36

Table. 8 Average Time to Matur ity – АТМ (in years)
31.12.2006 31.12.2007 31.12.2008 31.12.2009

Domest ic public debt 3,03 2,77 2,35 1,76
External public debt 8,98 9,11 8,54 7,22
Total public debt 6,85 6,87 6,43 5,51
Source: MoF

Table 9 Durat ion of the domest ic debt  (in  year s)
31.12.2006 31.12.2007 31.12.2008 31.12.2009

Structural bonds 2,92 2,24 2,09 1,97

0,55 0,64 0 ,52 0,31
Domes t ic Public Debt 2,52 1,95 1,68 1,26

Continuous government  
secur it ies

Source: MoF

31.12.2006 31.12.2007 31.12.2008 31.12.2009
Domest ic public debt 3,07 2,37 2,03 1,56
External public debt 7,18 7,35 7,03 5,95
Total public debt 5,67 5,59 5,33 4,58

Table 10 Average Tim e to  Refixing – АТR (in  year s)

Source: MoF



VII.2. External  public debt

Table 11
           External  public  debt  by creditors  and debtors

 EUR million

Source: MoF and NBRM

Chart  27
External  public  debt  structure  by creditors  

 31st December 2008                        31st December 2009 

Source: MoF and NBRM
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Chart  28
External  public  debt  structure  by multi lateral  creditors

 31st December 2008  31st December 2009

                
Source: MoF and NBRM

Chart  29
Currency structure  of external  public  debt  

 31st December 2008                                         31st December 2009 

Source: MoF and NBRM

Chart  30
   Interest  structure  of external  public  debt

 31st December 2008                                31st December 2009 

Source: MoF and NBRM
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VII.3.  Domestic public debt

        

Табела бр. 12
Domestic  public  debt  according  to the GFS Methodology  and the Law on Public  Debt

EUR million

Source: MoF 

Chart  31
Domestic  public  debt  currency structure

 31st December 2008                                          31st December 2009

 
Source: MoF 
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Chart  32
 Domestic  public  debt  interest  structure

 31st December 2008                                                 31st December 2009 

Source: MoF                                                  

Chart  33
Relation  between the stock  of structural  bonds and continuous government  securities

Source: MoF 
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VII.4. Guaranteed public debt

Chart  34
Stock of guaranteed public  debt  

Source: MoF and NBRM

Chart  35
Guaranteed public  debt  by creditors

 31st December 2008                                31st December 2009 

Source: MoF and NBRM

Chart  36  
 Guaranteed public  debt  by debtors

 31st December 2008 31st December 2009 

    

Source: MoF and NBRM
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Annex I  Stock of public debt of the Republic of Macedonia  (1999 - 2009) 

Source: MoF and NBRM

in  million EUR
ye ar

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

1.289,6 1.4 27,7 1.397,6 1.267,6 1.178,9 1.178,6 1.4 4 1,2 1.223,0 1.0 27,9 1.115,7 1.373,8
Gen er a l Gove r n m en t  Debt 1.024,7 1.153,9 1.191,9 1.089,0 1.005,5 993,2 1.245,4 1.025,2 877,2 921,2 1.105,3

           Cen t r a l Gover n m en t  (con solida t ed) 1.024,7 1.153,9 1.191,9 1.089,0 1.005,5 993,2 1.245,4 1.025,2 877,2 921,2 1.105,3
                 Cen t r a l Gove r n m en t 971,5 1.101,0 1.144,1 1.050,4 972,6 962,3 1.208,0 981,9 841,8 886,7 1.074,4
                  Pu blic  Fu n ds 53,2 52,9 47,8 38,6 33,0 30,9 37,4 43,3 35,4 34,6 30,9
           Mu n ic ipa lit ies 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Cen t r a l Ban k 101,2 87,7 80,3 64,7 54,7 46,0 52,7 42,4 0,0 0,0 71,7
Pu blic  en t e r pr ise s 163,6 186,2 125,4 114,0 118,7 139,4 143,2 155,4 150,6 194,5 196,8

DOMESTIC P U BLIC DEBT 113,6 791,0 733,3 676,0 665,0 663,9 750 ,4 80 6,5 899,9 754 ,5 755,0
Gen er a l Gove r n m en t  Debt 79,9 711,7 681,5 626,9 593,6 589,8 603,7 648,4 552,8 465,9 492,0
    Cen t r a l Gove r n m en t  Debt 79,9 711,7 681,5 626,9 593,6 589,8 603,5 648,2 552,8 465,5 491,7
          S t r u c t u ra l bon ds 79,9 711,7 681,5 626,9 593,6 557,9 533,5 479,7 396,3 343,5 282,5

58,7 53,6 48,1 42,7 37,2 31,9 26,6 21,3 0,0 0,0 0,0
                   Sm a ll Bon d 4,0 2,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
                   Bon d for  se lec t ive  c r edit s 17,1 17,1 17,0 17,0 17,0 16,9 17,0 17,0 17,0 16,9 16,9

0,0 120,2 111,6 103,0 94,4 85,8 77,2 68,7 60,1 51,5 42,9
                   Bon d for  old for e ig n  exch an g e  savin g s 0,0 518,9 504,9 462,4 408,9 357,7 306,5 254,9 203,9 152,9 101,9
                  Den a t ion a lisa t ion  Bon d (I- VIII issu e ) 0,0 0,0 0,0 1,9 36,2 65,6 106,2 117,8 115,4 122,2 120,7
           Con t in u ou s Gove r n m en t  Secu r it ie s 0,0 0,0 0,0 0,0 0,0 31,9 70,0 168,6 156,5 122,0 209,2

0,0 0,0 0,0 0,0 0,0 0,0 0,0 75,9 75,5 0,0 0,0
      Mu n ic ipa lit ie s 0,0 0,0 0,0 0,0 0,0 0,0 0,2 0,2 0,0 0,4 0,3
Cen t r a l Ban k 33,8 79,3 51,8 49,1 71,4 74,1 146,7 155,3 344,3 285,2 260,4
Pu blic  en t e r pr ise s** N/ A N/ A N/ A N/ A N/ A N/ A N/ A 2,8 2,8 3,5 2,7

TOTAL P UBLIC DEBT-GFS AND P UBLIC DEBT LAW 1.4 0 3,2 2.218,7 2.130 ,9 1.94 3,7 1.84 3,9 1.84 2,5 2.191,6 2.0 29,5 1.927,8 1.870 ,2 2.128,8
GDP *** 3.4 4 8,1 3.893,0 3.839,0 4 .0 0 1,0 4 .10 5,0 4 .325,0 4 .676,0 5.0 82,0 5.782,0 6.50 7,0 6.637,0
Averag e  expo rt *** 1.117,0 1.4 33,0 1.290 ,0 1.180 ,0 1.20 4 ,0 1.34 8,0 1.64 0 ,4 1.90 2,6 2.4 4 1,0 2.684 ,0 2.10 7,0

Ext er n a l pu blic  debt  a s % of t h e   pu blic  debt 91,9 64,3 65,6 65,2 63,9 64,0 65,8 60,3 53,3 59,7 64,5
Dom est ic  pu blic  debt  a s % of t h e   pu blic  debt 8,1 35,7 34,4 34,8 36,1 36,0 34,2 39,7 46,7 40,3 35,5
Pu blic  debt  a s % of  GDP 40,7 57,0 55,5 48,6 44,9 42,6 46,9 39,9 33,3 28,7 32,1
Pu blic  debt  a s % of aver ag e  expor t 125,6 154,8 165,2 164,7 153,1 136,7 133,6 106,7 79,0 69,7 101,0

General  Go vernment  Debt -GFS and P ublic  debt  law 1.10 4 ,6 1.865,5 1.873,4 1.715,9 1.599,1 1.583,0 1.84 9,0 1.673,6 1.4 30 ,0 1.387,1 1.597,2
Ext er n a l debt  of t h e  Gen e r a l Gove r n m en t  a s % of t h e   Gen e r a l Gove r n m en t  Debt 92,8 61,9 63,6 63,5 62,9 62,7 67,4 61,3 61,3 66,4 69,2
Dom est ic  debt  of t h e  Gen e r a l Gove r n m en t   as % of t h e  Gen e r a l Gove r n m en t  Debt 7,2 38,1 36,4 36,5 37,1 37,3 32,6 38,7 38,7 33,6 30,8
Gen e r a l Gove r n m en t  debt  as % of t h e   GDP 32,0 47,9 48,8 42,9 39,0 36,6 39,5 32,9 24,7 21,3 24,1
Gen e r a l Gove r n m en t  debt  as % of t h e  ave r ag e  expor t 98,9 130,2 145,2 145,4 132,8 117,4 112,7 88,0 58,6 51,7 75,8

* Sou rce : Na t ion a l Ban k  of t h e  Repu blic  of Macedon ia

** Beg in n in g  fr om  Apr il 2006 pu blic  en t e r pr ise s st a r t ed t o su bm it  t o t h e  Min ist r y of F in an ce   r epor t s  on  t h e  st ock  of debt   (a ccor din g  t o t h e  Pu blic  Debt  Law); 
*** Sou r ce : Min ist r y of F in an ce -Macroecon om ic  Depa r t m en t

EXTERNA L P UBLIC DEBT*

                    S t opan sk a  Ban k  Reh abilit a t ion  Bon d

                   St opan sk a  Ban k  Pr iva t iza t ion  Bon d 

                           o.w .  Tr easu r y bills for  m on e t a r y pu r poses
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