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Investment Principles

The investment policy of the Plan is conservative, as assets of the Plan are dispose in financial instruments
with fixed income. Not less than 70 % of assets of the Plan are invested in debt securities and no more than
30 % - in term-deposits. The investment policy of the Plan provides to invest not less than 50% of assets in
Latvia. Investments in foreign currencies can't exceed 30% of assets of the Plan.
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Manager Comment

Long-term euro rates grew substantially over the month: The German year 10 bond rate reached 3.47% at
the end of the month (end-December — 3.31%). In January short-term euro rates slightly soared for all
maturity periods apart from the one month period: EURIBOR 3-month, 6-month and 12-month rates were up
from 2.55% to 2.49%, from 2.70% to 2.64%, and from 2.90% to 2.84%, respectively. Market players expect
short-term rates to climb further within range of 0.25% to 0.50% this year.

Short-term lats rates remained high: in end of January the RIGIBOR 1-month rates was 4.22% (end of
December - 4.37%), 3-month - 4.04% (3.95%), 6-month - 3.74% (3.59%), and 12-month - 3.68% (3.52%) as
the interbank market still enjoys strong demand for lats resources, which is largely a result of the
requirements set on banks regarding increase of mandatory reserves.

In January there were two initial offerings for Latvian government bonds with maturity 2015. The average
weighted yield in these offerings was set at 3.64% and 3.73%, which represents an increase on the results
of the offering in November 2005 (3.62%). The total volume of Latvian bonds sold through these offerings
topped 47 million lats. On the secondary market the Latvian year 2013 bonds were purchased for a yield of
3.43% (end-December 3.38%), year 2014 bonds — for 3.49% (3.42%), and year 2015 bonds - 3.57%
(3.50%).

This increase in yield on Latvian bonds, as well as the climbing euro rates had a diminishing effect on the
plan’s growth rate and in January the yield of the plan stood at 1.02% per annum.

In January, both through participating in initial offerings and buying them on the secondary market, the
share of investments in Latvian bonds was raised to reach 38% at the end of the month (end-December —
33%). Consequently, the proportion of time deposits and cash reduced.
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