Balance of Payments for September 2008

Based on the balance of payments flash estimates the Current Account (CA) deficit of the
third quarter 2008 formed 13% of the last four quartersQexpected GDP. The total deficit of
goods and services, which are the direct components of GDP, was slightly lower than 6% of
the last four quartersCexpected GDP.

The estimated CA deficit for September 2008 was nearly 15% lower year-on-year,
amounting to 3.5 billion kroons. The decrease was mainly caused by a decline in the goods
account deficit. At the same time the services account surplus decreased and net outflow of
income increased. Compared to the previous month, the CA deficit increased by more than
a half ¢ mainly as a result of an increase in the goods account deficit and a decrease in the
services account surplus.
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Chart 1. Changes in main accounts of BOP and in reserve assets 200712008
(EEK million)

Foreign trade deficit decreased nearly by a third year-on-year and totalled 2.8 billion kroons
in September. Goods exports increased by 24% and imports by 9%. Compared to the
previous month the deficit increased by a third due to the faster increase of goods imports
compared to the exports ¢ 13% and 10%, respectively.

The services account surplus decreased year-on-year as well as month-on-month,
amounting to 0.9 billion kroons. The exports of services remained unchanged, whereas
imports gained 10% year-on-year. Compared to the previous month, the services exports
decreased by 10% and services imports remained unchanged.

The net outflow of income increased by 20% year-on-year, but remained nearly unchanged
compared to some of previous months. Income outflow exceeded the inflow by 1.9 billion
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Chart 2. Structure of Current Account net flows 20077 2008 (EEK million)

The incoming and outgoing current transfers remained nearly unchanged year-on-year and
the surplus amounted to 0.3 billion kroons. The surplus of capital transfers was 0.1 billion
kroons.

In September there was an extraordinary situation with the financial account (without
reserves) ¢ the net inflow of capital was replaced with the net outflow of capital. The latter
amounted to 1.8 billion kroons and occurred mainly in the form of portfolio and other
capital.
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Chart 3. Structure of Financial Account net flows 20077 2008 (EEK million)




The net inflow of foreign direct investment was 1.8 billion kroons. Foreign direct investment
in Estonia increased by 2.1 billion kroons and residentsCdirect investment abroad by 0.2
billion kroons.

The net outflow of portfolio investment constituted 1 billion kroons, mainly in the form of
debt securities by the government. The net outflow of financial derivatives was 0.2 billion
kroons.

The net inflow of other capital (loans and deposits) was 2.5 billion kroons. Other capital
assets remained unchanged and liabilities decreased by 2.5 billion kroons. Credit institutions
played a small role in the net outflow of other capital. The decrease in liabilities concerned
mainly the central bank and to a smaller less extent credit institutions and other sectors.

The reserve assets of the balance of payments decreased by 4.8 billion kroons.

The balance of payments for October 2008 will be published on 15 December 2008 at
noon.



