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Abstract

The article examines the change in monetary policy interest rates on the banking system,
as well as the economy of Armenia. In the article was searched: a) the shares of fiscal, monetary
and currency policies in the economy and expressed it in the form of a formula, b) the change
of the share of additional capital in the normative capital of banks and its impact on the banking
system, economy and price stability, c) the dynamics, impact and possible consequences of
changes in monetary policy instruments, d) the impact of the exchange rate change on the RA
economy, and e)the reserve interest rate as a result of attracting and allocating money transfers,
deposits and loans.

As a result of this research has been highlight the following scientific novelties:

1. Put into practice the EP=FP+MP+FEP formula of the financial policy proposed, thereby
measuring the shares of the results of development and paralysis in the economy according
to the government and the central bank,

2. Define a circle of responsibility for visible deviation of inflation and a period of border
management of the latter and a road map, which will be described in terms of logical and
tied sequential actions of specific actions, for the implementation of which mechanisms of
responsibility will be used to paralyze the economy and cause economic shock,

3. Introduce effective securities issuance, listing and allocation mechanisms, which will make
the government as the number one responsible for fiscal policy with counterbalancing
financial instruments, state bonds, intervening in the management of the money supply, as
a result of which, in the event of inflation, as the highest body of economic management, it
will be responsible for the implementation of the Law on the State Budget of the Republic
of Armenia and the RA Central Bank for the violation of Article 4 of the same law, as well
as the permissible deviation approved by the RA Supreme Legislative Body, the National
Assembly, as a result of the application of the wrong policy.

Key words: monetary policy, GDP, foreign exchange, capital, regulatory, credit, deposit,
money supply, reserve.

Introduction
The purpose of the article is to consider the impact of monetary policy interest rate
changes on the RA banking system. Although the degree of study of monetary policy in
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Armenia is quite deep, in our opinion there are still needs for reform and improvement,
especially in order to evaluate the impact of the situations that arose after the Covid19
pandemic, the 44-day Artsakh war and the Russian-Ukrainian war on the RA economy and
especially on the banking system. In this article, we set ourselves the task of studying the change
in monetary policy interest rates and its impact on the RA banking system, the shares of
monetary, fiscal and foreign exchange policies in the economy. In our opinion, regardless of
the degree of study, it is always necessary to implement new approaches, which will not cause
sharp fluctuations in interest rates, money and prices, which will lead to price stability. What
will become a more modern solution and will contribute to the realization of economic
development, taking into account that entrepreneurs need to attract loans even in the short term
before generating additional money.

Considering that the banking system is the number one financial connecting link and the
source of financing between the household circles, in this research has been studied the current
state of the banking system, the effect of changes in interest rates of monetary policy
instruments on the latter, the basis for increasing the money capital in banks, the position of
banks as a result of capital increase and opportunities in financing the economy, the possible
consequences of financial stagnation or shocks arising as a result of the price and supply of
money.

In this artcale researched the policy conducted by the CBA and found that the latter tries
to manage the amount of money in the economy by raising the monetary policy interest rates
(it has doubled in two years), but by raising the monetary policy interest rates the latter affects
the injection and not the withdrawal of money in the economy. Another consideration that
proves that money stagnates in the economy. Table 7 of research shows that the money base
has become approximately 4 trillion drams, which hasn't been in the last 16 years. This means
that in 2022, as a result of the Russian-Ukrainian war, thanks to emigrants from Russia and
Ukraine to Armenia, a huge amount of money has flowed into the economy, and in return, the
Central Bank has only increased the interest rates of monetary policy instruments and managed
the average exchange rate agreed on in the foreign exchange market to value the Armenian
dram. As a result, in articale has been stated that due to the supply of money, the CBA
implements foreign exchange management, i.e. currency policy, rather than monetary policy.
In order to clearly demonstrate what has been said observed the dynamics of foreign currency
of the 1st group defined by the CIS and RA Central Bank from 2012 to 2021 using the World
Bank database. With the above, it is documented that, apart from the Euro and the Chinese
Yuan, only the Armenian dram has appreciated by 20 percentage points. This proves that as of
2021 a more emphasized foreign exchange management policy was being implemented,
especially since in 2021 the Russian-Ukrainian war wasn’t yet visible from the horizon of
Armenia.

Conflict setting

Considering the current state of the economy and inflation in RA in this article researches
the current state of monetary policy in RA, the measures implemented by the Central Bank of
Armenia for their implementation, the decisions made and their impact on the banking system,
the mass of money in the economy, its management and regulation approaches, as well as the
shares of the effects of monetary, fiscal and currency policies. The current situation of the
problem is that quantitatively and qualitatively, the shares of monetary, fiscal and currency
policies are not calculated and managed, for which has been defined an economic policy
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calculation structure, which will allow to assess the impact of the policies conducted by the
Government of the Republic of Armenia and the Central Bank of the Republic of Armenia in
the economy and the latter the degree of responsibility for inflation, unemployment, public debt,
budget deficit money inflation.

Thus, after studying the mentioned circumstances assessed the state of this problem as
current and as a result of it the allowable deviation of inflation is critical.

Research results

Monetary policy is a process of regulation of money supply or price within the country,
the provision of which in Armenia is entrusted to the Central Bank of the Republic of Armenia
according to Article 200 of the Constitution of the Republic of Armenia, and according to
Article 4 of the Law of the Republic of Armenia" [1] On the Central Bank", the main goals and
objectives of the Central Bank of the Republic of Armenia functions is to ensure the stability
of prices in the country, to ensure which the latter develops, approves and implements monetary
policy programs[2]. The Central Bank of Armenia sets the interest rates for operations with
monetary instruments, in particular for refinancing, lombard repo and attracting funds, which
both inject and withdraw funds into the economy, and liquidity in banks. Another important
function of the Central Bank of Armenia is setting the exchange rate in the country, which
directly and indirectly affects the activity of the economy and the stability of prices. If the
Central Bank of Armenia indirectly intervenes in the economy with monetary policy, then with
the definition of the exchange rate both directly and indirectly.

In this article, we have considered several different circumstances that directly or
indirectly affected the stability of the economy depending on the policy pursued by the Central
Bank of Armenia. In other words, in the same article, we discussed the fact that the Central
Bank of the Republic of Armenia used the opportunities and funds under its jurisdiction to the
benefit of the development of the RA economy, i.e. ensuring price stability (by price stability
we do not mean the unchanged state of prices, but slow and steady growth[3]) and not for the
maintenance of another instrument or means, for example, for the depreciation or increase in
the price of dram money to maintain the exchange rate. As we know, the price of money can be
observed and understood from the change in the reserve interest rate, which is changed by
«Regulation 2» [4] approved by the Central Bank of Armenia Council. In order to evaluate the
impact of monetary policy interest rate changes on the banking system, we considered several
changes and interventions by the Central Bank of Armenia, which in our opinion had a
significant impact on the economy. In particular: a) the shares of fiscal, monetary and currency
policies in the economy and expressed it in the form of a formula, b) the change of the share of
additional capital in the normative capital of banks and its impact on the banking system,
economy and price stability, ¢) the dynamics, impact and possible consequences of changes in
monetary policy instruments, d) the impact of the exchange rate change on the RA economy,
and e) the reserve interest rate as a result of attracting and allocating money transfers, deposits
and loans.

Looking at the shares of fiscal, monetary and currency policies in the gross domestic
result (GDP), we have set ourselves the task of understanding how the government and the
central bank independently influence the economy, to what extent of and form, which leads to
the development of the economy. In particular, in our country, the development of the economy
and the reduction of unemployment are affected by the fiscal policy of the RA government, and
the Central Bank of the Republic of Armenia by the monetary policy and currency policy. In
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order to estimate the share of policies in GDP, we defined a new financial policy formula, which

we express as follows:
EP = FP + MP + FEP

In which: EP is the economic policy, FP is the fiscal policy, MP is monetary policy, FEP
is foreign exchange policy. Thus, in order to study and evaluate the state of economic policy in
the country by years, we compiled and calculated Table 1.

Table 1
The shares of fiscal, monetary and currency policies in economic policy (million: AMD)
GDP at Budget Aggregate of
market receipts and money /annual International Net domestic Budget

Year prices[5] transfers[6] average/[7] reserves|[ 8] result[9] deficit[10]

2021 6,982,962.50 | 1,743,866.40 3,544,350.08 1,186,554.40 644,150.48 (320,469.50)
2020 6,181,902.60 | 1,608,728.10 3,151,913.94 1,058,342.95 505,325.86 (333,991.80)
2019 | 6,543,321.80 | 1,614,924.60 | 2,855,030.13 1,071,757.29 250,472.28 (63,947.90)
2018 6,017,035.20 | 1,384,463.40 | 2,610,152.61 765,791.96 449,793.50 (105,392.40)
2017 5,564,493.30 | 1,276,784.00 2,339,242.63 766,524.27 265,480.59 (267,021.40)
2016 | 5,067,293.50 | 1,205,765.40 | 1,965,708.61 764,308.96 277,990.51 (277,956.30)
2015 5,043,633.20 | 1,201,708.00 1,710,398.42 568,504.51 352,820.33 (241,252.40)
2014 | 4,828,626.30 | 1,178,188.50 | 1,593,180.21 437,388.62 449,376.65 (90,290.70)
2013 4,555,638.20 | 1,101,729.10 1,420,436.50 651,792.67 236,263.96 (71,519.90)
2012 4,266,460.50 | 975,096.50 1,220,520.76 431,240.55 252,605.46 (59,908.80)
2011 3,777,945.60 | 906,071.50 996,065.97 454,569.53 216,701.02 (105,658.20)
2010 3,460,202.70 | 804,297.10 815,539.32 421,464.68 86,087.23 (173,877.10)
2009 3,141,651.00 | 711,696.20 707,942.43 515,336.31 (3,658.38) (239,113.50)
2008 3,568,227.60 | 802,939.00 717,111.92 376,885.20 72,845.47 (25,219.50)
2007 3,149,283.40 | 698,279.70 555,833.70 524,960.43 (97,841.94) (46,694.20)

In the formula proposed by us, we considered the economic policy 100 percent according
to the GDP. In the calculation of the monetary policy, we included money aggregates (annual
average), international reserves and net domestic result and in terms of the fiscal policy the
budget deficit minus the budget receipts and official transfers. According to the formula defined
by us, we considered the share of monetary policy as the difference between the sum of fiscal
and monetary policies from GDP: FEP=EP-(FP+MP): As a result of the mentioned, we made
Table 2 and calculated absolute and relative indicators for each policy.

Table 2
Absolute and relative shares of economic policies in GDP (million AMD)
Absolutely Relative
GDP at foreign foreign
Year market prices Monetary Fiscal exchange Monetary Fiscal exchange
2021 | 6,982,962.50 5,375,054.97 1,423,396.90 184,510.63 77% 20% 3%
2020 | 6,181,902.60 | 4,715,582.75 1,274,736.30 191,583.55 76% 21% 3%
2019 | 6,543,321.80 | 4,177,259.70 | 1,550,976.70 815,085.40 64% 24% 12%
2018 | 6,017,035.20 3,825,738.08 1,279,071.00 912,226.12 64% 21% 15%
2017 | 5,564,493.30 | 3,371,247.49 1,009,762.60 | 1,183,483.21 61% 18% 21%
2016 | 5,067,293.50 3,008,008.08 927,809.10 1,131,476.32 59% 18% 22%
2015 | 5,043,633.20 | 2,631,723.27 960,455.60 1,451,454.33 52% 19% 29%
2014 | 4,828,626.30 | 2,479,945.48 1,087,897.80 | 1,260,783.02 51% 23% 26%
2013 | 4,555,638.20 2,308,493.13 1,030,209.20 1,216,935.87 51% 23% 27%
2012 | 4,266,460.50 | 1,904,366.77 915,187.70 1,446,906.03 45% 21% 34%
2011 | 3,777,945.60 1,667,336.52 800,413.30 1,310,195.78 44% 21% 35%
2010 | 3,460,202.70 1,323,091.23 630,420.00 1,506,691.47 38% 18% 44%
2009 | 3,141,651.00 | 1,219,620.36 472,582.70 1,449,447.94 39% 15% 46%
2008 | 3,568,227.60 1,166,842.59 777,719.50 1,623,665.51 33% 22% 46%
2007 | 3,149,283.40 982,952.19 651,585.50 1,514,745.71 31% 21% 48%

Studying Table 2 shows that already in 2020-2021, the economy is 70 percent or more
dependent on the monetary policy conducted by the Central Bank of Armenia, and if we also
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consider that the share of monetary policy in the same period is 3 percent, then it turns out that
the number one responsible for the current state of the economy is the Central Bank of Armenia.
And since the Central Bank of the Republic of Armenia is the authorized and regulatory body
of the financial and banking sector, we consider it necessary to consider the results of the
monetary and currency policy conducted by the Central Bank of the Republic of Armenia with
the impact on the banking system.

Researching the capital structure and possibilities of the banks, we noticed that according
to the 2nd subparagraph of the 1st point of the decision of the Central Bank of the Republic of
Armenia No. 73 dated 08.05.2020 [11], the calculation size of the normative capital of the banks
is changed from 25% to 30% of the basic capitalThis means that the indicators calculated on
the basis of the normative capital in the banking system of the RA improve by 5 percentage
points of the capital. For example, as a result of the calculations of such indicators, the
possibilities increase, such as the calculations of the norms N3', N32, N4! and N42. Let's present
them in their defined sizes: a) the maximum amount of risk for one borrower (normative N3')
should not exceed 20 percent of the total capital [12], b) the maximum amount of risk for large
borrowers (normative N32) should not exceed 500 percent of the total capital[13], d) the
maximum amount of risk for one person related to the bank (normative N4') should not exceed
5 percent of the total capital[14] and e) the maximum amount of risk for all persons related to
the bank (normative N4%) should not exceed 20 percent of the total capital [15].

In order to see the above more clearly, let's first consider the amount of regulatory capital
available in banks at the time of the adoption of the decision, as of the end of the 3rd quarter of
2022. Before analyzing the indicators of the table, let's define that "5% of additional capital" in
Table 3 is the indicator that we got as a result of back-calculation by taking out 5% of the 30%
share of the normative capital of the reports published by the banks as of the 2nd quarter. This
is the index that, after the decision of the CBA of RA, creates an additional opportunity for
allocating loans with appropriate shares, which are necessary for lending to one borrower, all
borrowers and related parties of banks.

Table 3!
The normative capital of banks in the II quarter of 2020 and the picture of the possible
increase of the normative capital by 5 percentage points in relation to it (thousand drams)

Regulatory capital | Additional 5% of additional
No | Bank name as gf 30.0?.2021)2 capital at 30% | capital
1 | “ACBA BANK” OJSC 67,151,353 20,145,406 3,357,568
2 | “AMERIABANK” CJSC 112,926,360 33,877,908 5,646,318
3 | “IDBANK” CJSC 34,484,501 10,345,350 1,724,225
4 | “ARARATBANK” OJSC 36,723,307 11,016,992 1,836,165
5 | “ARDSHINBANK CJSC 82,365,896 24,709,769 4,118,295
6 | “ARMSWISSBANK” CJSC 66,819,454 20,045,836 3,340,973
7 | “ARTSAKHBANK” CJSC 49,179,096 14,753,729 2,458,955
8 | “BYBLOS BANK ARMENIA” CJSC 34,344,400 10,303,320 1,717,220
9 | “HSBS BANK ARMENIA” CJSC 34,534,954 10,360,486 1,726,748
10 | “EVOKABANK” CJSC 35,385,637 10,615,691 1,769,282
11 | “INECOBANK”CJSC 58,291,853 17,487,556 2,914,593
12 | “ARMBUSINESSBANK” CJSC 49,460,449 14,838,135 2,473,022
13 | “ARMECONOMBANK” OJSC 41,285,156 12,385,547 2,064,258
14 | “MELATHBANK” CJSC 37,379,454 11,213,836 1,868,973
15 | “UNIBANK” OJSC 30,652,781 9,195,834 1,532,639
16 | “VTB-ARMENIA BANK” CJSC 37,519,791 11,255,937 1,875,990
Total 242,551,333 40,425,222

' All data are taken from relevant bank statements.
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It can be seen from Table 3 that the change in the calculated value of additional capital
by 5 percentage points is affected by the new possibility of 40.4 billion AMD. Using the same
methodology, we have also considered the amounts of banks' normative capitals calculated in
the 3rd quarter of 2022, which we have depicted in Table 4.

From the data in Table 4, it becomes clear that according to the data of the 3rd quarter of
2022, the 5 percent share affected the normative capital of the general banking system by 53
billion AMD. It should also be taken into account that the change in the size of the normative
capital starting from 2020 itself has created an opportunity for a larger volume of lending than
they could have done without changing the share of additional capital, which in turn has led to
greater interest income for banks as a result of lending. with the receipt, which means that by
that decision of the Council of the CBA, an opportunity was created to carry out more lending.
To clearly demonstrate what has been said, let's consider Table 4, in which the probable
scenario of norms N3!, N32, N4! and N4? for the entry into force of the decision and the result
without a decision are calculated.

Table 42

Normative capital of banks in 2022 In the III quarter and the possible increase of the
normative capital by 5 percentage points in relation to it (thousand drams)

Regulatory capital | Additional capital 5% of additional
No | Bank name as ﬁf 30.09y.202p2 at 30% b capital
1 | “ACBA BANK” OJSC 91,177,547 27,353,264 4,558,877
2 | “AMERIABANK” CJSC 161,406,296 48,421,889 8,070,315
3 | “IDBANK” CJSC 45,927,587 13,778,276 2,296,379
4 | “ARARATBANK” OJSC 41,338,746 12,401,624 2,066,937
5 | “ARDSHINBANK CJSC 132,008,382 39,602,515 6,600,419
6 | “ARMSWISSBANK” CJSC 67,397,113 20,219,134 3,369,856
7 | “ARTSAKHBANK” CJSC 56,800,059 17,040,018 2,840,003
8 | “BYBLOS BANK ARMENIA” CJSC 32,408,817 9,722,645 1,620,441
9 | “HSBS BANK ARMENIA” CJSC 46,754,169 14,026,251 2,337,708
10 | “EVOKABANK” CJSC 58,188,606 17,456,582 2,909,430
11 | “INECOBANK”CJSC 61,104,834 18,331,450 3,055,242
12 | “ARMBUSINESSBANK” CJSC 104,419,271 31,325,781 5,220,964
13 | “ARMECONOMBANK” OJSC 49,778,710 14,933,613 2,488,936
14 | “MELATHBANK” CJSC 45,336,516 13,600,955 2,266,826
15 | “UNIBANK” OJSC 31,152,301 9,345,690 1,557,615
16 | “VTB-ARMENIA BANK” CJSC 34,426,986 10,328,096 1,721,349
Total 317,887,782 52,981,297
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Diagram 1 Representation of loans allocated by the banking system
and deposits attracted by the diagram

2 All data are taken from relevant bank statements

28



Table 5
Impact of 25 and 30 percent calculation indicators of additional capital in the normative capital of RA banks on lending (million AMD)

NC, (Risk/Crow)N3! (Risk/Crow)N32 (Risk/Crot)N4! (Risk/Crot)N42

No Bank Name 13\10(: 036520; ngr; AC AC . o Coco . AC |AC=25] . AC AC .
.06. 0/; 30% | =25% Diff. |AC =30%|AC =25%| Diff. —30% % Diff. 30% | =25% Diff.

1 | “ACBA BANK” OJSC 67,151 62,592 | 13,430 | 12,518 | 912 | 335,757 | 312,962 | 22,794 | 3,358 | 3,130 | 228 | 13,430 |12,518 | 912
2 | “AMERIABANK” CJSC 112,926 |104,856] 22,585 |20,971 | 1,614 | 564,632 | 524,280 | 40,352 | 5,646 | 5,243 | 404 | 22,585 20,971 |1,614
3 | “IDBANK” CJSC 34,485 32,188 | 6,897 | 6,438 | 459 | 172,423 | 160,941 | 11,482 | 1,724 | 1,609 | 115 | 6,897 | 6,438 | 459
4 | “ARARATBANK” OJSC 36,723 34,656 | 7,345 | 6,931 | 413 | 183,617 | 173,282 | 10,335 | 1,836 | 1,733 | 103 | 7,345 | 6,931 | 413
5 | “ARDSHINBANK CJSC 82,366 |75,765| 16,473 | 15,153 | 1,320 | 411,829 | 378,827 | 33,002 | 4,118 | 3,788 | 330 | 16,473 |15,153 1,320
6 | “ARMSWISSBANK” CJSC 66,819 63,450 | 13,364 | 12,690 | 674 | 334,097 | 317,248 | 16,849 | 3,341 | 3,172 | 168 | 13,364 | 12,690 | 674
7 | “ARTSAKHBANK” CJSC 49,179 46,339 | 9,836 | 9,268 | 568 | 245,895 | 231,695 | 14,200 | 2,459 | 2,317 | 142 | 9,836 | 9,268 | 568
8 | “BYBLOS BANK ARMENIA” CISC | 34344 32,724 | 6,869 | 6,545 | 324 | 171,722 | 163,620 | 8,102 | 1,717 | 1,636 | 81 | 6,869 | 6,545 | 324
9 | “HSBS BANK ARMENIA” CJSC 34,535 32,197 6,907 | 6,439 | 468 | 172,675 | 160,986 | 11,689 | 1,727 | 1,610 | 117 | 6,907 | 6,439 | 468
10 | “EVOKABANK” CJSC 35,386 32,476 7,077 | 6,495 | 582 | 176,928 | 162,381 | 14,547 | 1,769 | 1,624 | 145 | 7,077 | 6,495 | 582
11 | “INECOBANK”CISC 58,292 55237 11,658 | 11,047 | 611 | 291,459 | 276,183 | 15276 | 2,915 | 2,762 | 153 | 11,658 |11,047 | 611
12 | “ARMBUSINESSBANK” CJSC 49,460 [44,239| 9,892 | 8,848 | 1,044 | 247,302 | 221,197 | 26,105 | 2,473 | 2,212 | 261 | 9,892 | 8,848 |1,044
13 | “ARMECONOMBANK” OJSC 41,285 38,796 | 8,257 | 7,759 | 498 | 206,426 | 193,981 | 12,445 | 2,064 | 1,940 | 124 | 8,257 | 7,759 | 498
14 | “MELATHBANK” CJSC 37,379 35,113 | 7,476 | 7,023 | 453 | 186,897 | 175,563 | 11,334 | 1,869 | 1,756 | 113 | 7,476 | 7,023 | 453
15 | “UNIBANK” OJSC 30,653 (29,095 6,131 | 5,819 | 312 | 153,264 | 145476 | 7,788 | 1,533 | 1,455 | 78 | 6,131 | 5,819 | 312
16 | “VTB-ARMENIA BANK” CJSC 37,520 35,798 | 7,504 | 7,160 | 344 | 187,599 | 178,992 | 8,607 | 1,876 | 1,790 | 86 | 7,504 | 7,160 | 344
Total 808,504 [755,523| 161,701 |151,105(10,596(4,042,522 (3,777,616 | 264,906 | 40,425 | 37,776 |2,649| 161,701 |151,105/10,596

Note: Abbreviations: NC is Normative Capital, AC is Additional Capital and CTotal is Total Capital
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From the data in Table 5, it can be seen that as a result of the decision, the possibility of lending from
AMD 912 million to AMD 1.6 billion for one borrower in the banking system, for all borrowers: from AMD
7.7 billion to AMD 40.3 billion, for one related borrower to the bank: AMD 81 million to AMD 404
million and for all related parties: from AMD 312 million to 1.6 AMD billion. As a result of the mentioned
analysis, we can conclude that the decision, which was adopted and entered into force in 2020 in May, it
created an additional lending opportunity when there was a Lock Down due to the pandemic and during
that time, the allocation of funds through own and refinancing means in the form of loans and other similar
assets does not strengthen, but on the contrary weakens the level of liquidity.

Observing the indicators of Table 6 and its reflection in "Chart 1" and the fact that in the calculation
of the normative capital of banks on 13.05.2020, the normative capital increased by 5 percent, as a result,
the opportunities with the norms related to lending and also the fact that lending did not increase particularly
sharply, then we can say that the allocation of freely money in banks has stagnated. In order to understand
how much the money base in the economy currently is, we compiled and observed the money base of the
last 16 years in Table 5 based on the data published by the RA Statistical Committee, in which 2022 was
taken as the last published month is September[17].

Table 7
The money supplyin the RA economy according to the database of the RA Statistical Committee (mln. AMD)

Year Money supply Year Money supply
2022 sep. 4,049,982 2014 1,674,196
2021 3,802,606 2013 1,545,372
2020 3,362,038 2012 1,346,364
2019 3,085,464 2011 1,126,978
2018 2,775,095 2010 911,386
2017 2,566,502 2009 814,990
2016 2,180,098 2008 707,788
2015 1,855,676 2007 691,335

Table 8
Interest rates of operations of the Central Bank of Armenia in the financial market [19].

Date of setting Repo Rate Deposit Rate Refinancing Rate
29.04.2020-16.06.2020 5.00 3.50 6.50
17.06.2020-15.09.2020 4.50 3.00 6.00
16.09.2020-15.12.2020 4.25 2.75 5.75
16.12.2020-02.02.2021 5.25 3.75 6.75
03.02.2021-16.03.2021 5.50 4.00 7.00
17.03.2021-04.05.2021 5.50 4.00 7.00
05.05.2021-15.06.2021 6.00 4.50 7.50
16.06.2021-03.08.2021 6.50 5.00 8.00
04.08.2021-14.09.2021 7.00 5.50 8.50
15.09.2021-14.12.2021 7.25 5.75 8.75

15.12.2021-01.02.22 7.75 6.25 9.25
02.02.2022-15.03.2022 8.00 6.50 9.50
16.03.2022-02.08.2022 9.25 7.75 10.75
03.08.2022-13.09.2022 9.50 8.00 11.00

From 14.09.2022 10.00 8.50 11.50

As a result of the data in Table 7, we can see that there is more money in the RA economy than in
any of the 16 years. This also proves that money has stagnated in RA.
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As aresult, it turns out that as a result of the above analysis, we see that the largest amount of money
is currently available in RA, there is an artificial increase in the normative capital for lending in banks as a
result of the decision of CBA due to the Covid19 pandemic, there has been no change in the amount of
drams and foreign currency reserve interest rates, the refinancing rate has doubled in two years (see Table
8), which means that there is currently a huge stock of money in the economy, which hasn’t been the case
in the last 16 years, the reserve interest rates[ 18] forreserve rates hasn’t changed, and at the same time, the
refinancing rate increased.

Table 9
The image of foreign currency interest rates in Republic of Armenia[20].

Year Months USD EUR RUR GBP IRR CHF GEL CNY[21]
January 479.21 531.41 7.75 625.02 1.14 494.01 166.28 69.48
February 478.74 522.57 7.47 621.24 1.14 490.56 167.96 68.52
March 489.01 541.09 6.61 605.55 1.16 511.04 159.80 69.74
April 488.66 531.36 6.51 606.83 1.16 503.75 154.05 69.12
May 484.12 526.54 6.65 594.85 1.15 498.62 151.34 68.22

K Jun 481.27 541.78 6.95 602.74 1.14 505.70 158.35 67.94
IS5 July 484.65 555.25 6.78 613.54 1.15 518.69 158.15 69.15
August 485.49 574.41 6.58 637.72 1.15 533.48 157.93 70.01
September 486.69 573.95 6.41 631.67 1.16 532.17 153.73 71.39
October 491.74 578.67 6.33 638.24 1.17 538.87 152.59 72.99
November 499.62 591.31 6.50 659.93 1.19 548.55 150.93 75.67
December 518.91 631.22 7.00 696.63 1.23 583.64 158.04 79.31
January 521.20 633.02 7.01 711.01 1.24 586.83 158.14 80.50
February 523.54 633.42 7.04 725.87 1.25 583.52 158.26 81.11
March 527.67 628.03 7.09 731.47 1.26 567.86 158.09 81.08
April 525.62 628.44 6.91 727.51 1.25 569.55 153.03 80.59
May 521.35 633.21 7.04 733.77 1.24 577.34 154.57 80.97
b Jun 513.09 618.42 7.07 720.02 1.22 565.26 162.23 79.92
& July 490.87 580.29 6.64 677.50 1.17 534.79 157.24 75.82
August 491.73 578.81 6.68 678.63 1.17 537.98 158.08 75.92
September 488.12 574.82 6.70 670.92 1.16 529.57 156.92 75.56
October 479.25 555.86 6.71 656.10 1.14 518.97 152.81 74.47
November 477.66 545.18 6.56 642.91 1.14 518.22 152.36 74.69
December 485.14 548.21 6.58 645.34 1.16 526.62 156.72 76.16
January 481.99 546.25 6.32 654.23 1.15 525.04 156.58 75.80
February 480.24 544.47 6.16 650.21 1.14 520.52 159.92 75.60
March 496.96 547.80 4.83 654.74 1.18 534.48 154.18 78.30
April 470.99 509.88 6.10 610.03 1.12 499.23 153.85 73.38
q May 456.54 482.99 7.17 568.80 1.09 466.57 154.28 68.20
5 Jun 422.69 446.99 7.48 520.93 1.01 436.06 143.67 63.09
July 411.03 418.36 7.04 492.77 0.98 423.71 145.06 61.04
August 405.75 410.96 6.72 486.41 0.97 424.00 145.96 59.72
September 409.15 405.41 6.90 463.51 0.97 420.41 143.91 58.79
October 402.73 395.78 6.56 454.39 0.96 404.25 145.00 56.55
2022(X)/2020(I) 1.19 1.34 1.18 1.38 1.19 1.22 1.15 1.23

In this regard, we can say that the monetary policy implemented by the Central Bank of the RA results
in the CBA providing twice as expensive money to the banking system (see Table 8), but does not tighten
the reserve interest rate for the funds attracted by the banks. In this regard, we conclude, which is presented
in the form of a more comprehensive conclusion in the conclusions section, that the CBA has created more
favorable conditions for depositing funds in the economy in banks than instead of investing these funds in
the form of investments in the economy, and providing money to banks through refinancing in a more
expensive way.
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Table 10
According to the World Bank the structure of the respective countries' incomes per dollar [22].

Country Diff. 2021/2012

Name Code 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 Absolutely Relative
Armenia ARM 401.8 409.6 415.9 477.9 480.5 482.7 483.0 480.4 489.0 503.8 102.01 20.25%
Russia RUS 30.8 31.8 38.4 60.9 67.1 583 62.7 64.7 72.1 73.7 42.81 58.13%
Georgia GEO 1.7 1.7 1.8 2.3 2.4 2.5 2.5 2.8 3.1 32 1.57 48.74%
Azerbaijan AZE 0.8 0.8 0.8 1.0 1.6 1.7 1.7 1.7 1.7 1.7 0.91 53.79%
Turkiye TUR 1.8 1.9 2.2 2.7 3.0 3.6 4.8 5.7 7.0 8.9 7.05 79.71%
China CHN 6.3 6.2 6.1 6.2 6.6 6.8 6.6 6.9 6.9 6.4 0.14 2.12%

Belarus BLR 0.8 0.9 1.0 1.6 2.0 1.9 2.0 2.1 2.4 2.5 1.70 67.16%
Kazakhstan KAZ 149.1 152.1 179.2 221.7 3422 326.0 3447 382.7 413.0 425.9 276.80 64.99%
Moldova MDA 12.1 12.6 14.0 18.8 19.9 18.5 16.8 17.6 17.3 17.7 5.57 31.50%
Tajikistan TIK 4.7 4.8 4.9 6.2 7.8 8.5 9.2 9.5 10.3 11.3 6.57 58.11%
Uzbekistan UZB - 2,095.0 2,310.9 2,568.0 2,965.3 5,113.9 8,069.6 8,836.8 10,054.3 10,609.5 10,609.46 100.00%
Ukraine UKR 8.0 8.0 119 21.8 25.6 26.6 27.2 25.8 27.0 27.3 19.30 70.71%
Iran, IR IRN 12,175.5 18,414.4 25,941.7 29,011.5 30,914.9 33,226.3 40,864.3 42,000.0 42,000.0 42,000.0 29,824.45 71.01%
Euro area EMU 0.8 0.8 0.8 0.9 0.9 0.9 0.8 0.9 0.9 0.8 0.07 7.94%
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At first glance, this seems to be a counterweight to one another, but it indirectly creates
favorable conditions for banks to draw in cheap money and use the free funds in the economy,
and not fill this requirement by drawing in money for an additional amount from CBA.

In this context, we consider it important to observe the state of foreign currency interest
rates in RA, which we have reflected in Table 9.

In Table 9, the change of the Armenian dram against the US dollar, Euro, Russian ruble,
British pound, Iranian rial, Swiss franc, Georgian lari and Turkish lira was observed.
Researching at the indicators, it becomes clear that the change in the exchange rate between
January 2020 and October 2022 is 20-38 percent, and the average change of the indicators in
general is 23 percent. In this context, we can say that the possible change of foreign currency
on inflation was 23 percent on average.

In order to assess whether the Central Bank of Armenia is conducting a policy of foreign
exchange management or a policy aimed at price stability, we have considered the indicators
of some currencies found in the CIS and large areas according to the World Bank database (see
Table 10). The research was done in relation to the US dollar because the RA state debt is
expressed in US dollars and not in other foreign currencies, for example, Euro or Russian rubles.
According to the indicators in Table 10, taking 2012 as a base and researching the dynamics of
change in 2021, we see that, apart from the Euro and the Chinese yuan, the Armenian dram is
the only one that has fluctuated by approximately 20 percent, and expressed in absolute value,
approximately 100 drams. From this we can conclude that the policy conducted by the Central
Bank of Armenia is aimed at preserving more foreign currency.

Scientific result

As a result of the analyzes carried out in the article, the comparison of information and
the conclusions presented in the conclusion section, we consider it necessary to highlight and
propose the following new approaches to economic policy and inflation regulation in the
country, as an applied tool for managing the economy and inflation. In particular:

» Based on the purpose of the research and the importance of solving the proposed problems,
apply the EP=FP+MP+FEP formula of the financial policy proposed by us, thereby
measuring the shares of the results of development and paralysis in the economy according
to the government and the Central Bank. In terms of economic policy, the risk weights of
the government and the central bank should be set at 50%, taking into account that each one
affects the development of the economy in its own way, because conceptually there are two
bodies that intervene in economic affairs: mega regulators, that is they relate like 1:2, where
economic policy is 1 point, and the government and central bank are 2 points each.

» To define a framework of responsibility for visible deviation of inflation and a period of
border state regulation of the latter and a road map, which will be described in the form of
logical and connected sequential actions of specific actions, for the insufficient
implementation of which, responsibility structures will be applied to paralyze the economy
and cause economic shock.

» To introduce effective securities issuance, listing and placement structures, which will make
the government as the number one responsible for the fiscal policy, intervening in the
management of the money supply with counterbalancing financial instruments, state bonds,
as a result of which, in the event of inflation, as the highest body of economic management,
it will be responsible for the implementation of the Law on the State Budget of the Republic
of Armenia and the Central Bank of RA for the violation of Article 4 of the same law, for
the permissible deviation approved by the Supreme Legislative Body of RA, the National
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Assembly, as a result of applying the same wrong policy.

Conclusions

Researching the state of financial policy in the Republic of Armenia, has been come to
the conclusion that for the correct management of the economic situation and the definition of
responsibility according to the relevant shares in the assessed current situation, and the
development of ways to regulate the economic situation, a formula for evaluating the economic
situation should be defined, by which it will be possible to separate monetary, fiscal and
currency exchange policies, and through the latter, the RA Government and the RA Central
Bank will separate and evaluate the impact of the decisions of those responsible for the
mentioned policies on the economy. That is why, as a result of this research, has been come up
with a formula for calculating economic policy: EP=FP+MP+FEP, which shows the stimulating
or inhibiting effect on the economy as a result of the decisions of each policy official.

The research documented that the increase in the regulatory capital in banks due to the
sub-legislative intervention caused an additional financial unit in the economy, the calculations
of which proved that it was not proportionally distributed in the economy along with the
increase. In addition, the amount of money in the economy and the volume of lending did not
increase along with the dynamics of this increase causing free money in the economy which
CBA didn't make any objective and rational intervention in the process of withdrawing and
injecting.

As a result of the research, it became obvious that in such a case of inflation, we can state
that the dram has not appreciated, but has depreciated, because if the reserve interest rate hasn't
changed, which characterizes the price of money in the economy and inflation occurs parallel
to it, then the devaluation of the dram leads to an increase in prices which is appropriate if we
say that the devaluation also led to inflation.
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BJIMSHUE U3MEHEHUM ITPOIIEHTHBIX CTABOK
JEHEXHO-KPEJIUTHOM MOJUTUKHA HA BAHKOBCKYIO CUCTEMY

Bap:xkanersin A.A.
Hncmumyma skonomuxu um. M. Komansna HAH PA

B crarbe n3ydeHbl U3MEHEHNE NMPOLEHTHBIX CTABOK JCHEKHO-KPEIUTHON MOJUTUKH Ha
0aHKOBCKYIO CHCTEMY, a TAK)KE€ SKOHOMHUKY ApMeHHH. B cTaThe n3yueHo: a) 1011 puckaaibHOM,
MOHETapHOW M BaJIIOTHOM MOJUTUKM B SKOHOMHKE M BBIpa3WJIu ee¢ B Buie (GopmyJbl, 0)
M3MEHEHHE J0JIM J00aBOYHOI0 KalnuTajla B HOPMaTUBHOM KanuTaje 0aHKOB U €ro BIMSHHUE Ha
0aHKOBCKYIO CHCTEMY, SKOHOMHKY M IIEHOBYIO CTAOUIILHOCTb, B) 32 TMHAMUKOH, BO3/ICHCTBHEM
Y BO3MOKHBIMM IOCIIEACTBUSIMU N3MEHEHUN UHCTPYMEHTOB JIEHEKHO-KPEAUTHOM MOJINTUKH,
1) Briusinue n3menenus 0OMEHHOTO Kypca Ha 3KOHOMUKY PA, T) pe3epBHas IpOIIEHTHAs CTaBKa
B PE3YyJIbTATE MPUBJICUYECHUS U Pa3MEILEHNUS JEHEKHBIX IIEPEBOIOB, AETIO3UTOB U KPEIUTOB.

Hcexons U3 pe3ysbTaToB UCCIEA0BAHUM IIPEAIAracTCs:

1. OcymiecTBUTH Ha MpakTUKe npeanoxennyto popmyny EP=FP+MP+FEP ¢unancoBoit
IIOJINTUKH, U3MEPUB TEM CaMbIM JIOJIM PE3YJHTATOB Pa3BUTHUS M Mapajivya B HIKOHOMHUKE I10
MHEHHMIO [TPABUTENNBCTBA U LIEHTPAIBHOIO OaHKa.

2. OmpenenuTs Kpyr OTBETCTBEHHOCTH 3a BUAUMOE OTKJIOHEHHE NMH(IISILUU U NIEPUOJ e
IpaHMIbl YNPaBJIECHUS U JOPOXKHYIO KapTy, KOTopas OyneT omucaHa B BMJIE JIOTMYHBIX W
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ECONOMICS
3aBsA3aHHBIX [IOCJIEIOBATEIbHBIX JEHCTBUN, KOHKPETHBIX IEUCTBUM, U1 pealu3aluid KOTOPhIX
OyIyT HCNOJb30BaHbl MEXaHU3Mbl OTBETCTBEHHOCTH Mapajin30oBaTh YKOHOMHUKY M BBI3BaTh
SKOHOMHUYECKHM IIOK.

3. Buenputh 3 pexTuBHBIE MEXaHM3MBI BBINYCKa, JUCTHHTAa M Pa3MEIICHUs LIEHHBIX
OyMar, 4TO clenaeT MPaBUTEIbCTBO OTBETCTBEHHBIM HOMEpPOM OJUH 3a (pUCKalbHYIO
MOJIUTUKY, BMEIIMBAsACh B YNPABICHHUE JICHEKHOM MacChl YpPaBHOBEUIMBAIOIIUMU
(UHAHCOBBIMH HHCTPYMEHTAaMH, TOCYAAPCTBEHHBIMH OONMUTAlUSIMU, B PE3yIbTaTe 4YEro, B
ciydae WHQUISSIIMM, KaK BBICIIMIA OpraH yOpaBlICHUS OSKOHOMHKOW, Oyaer HecTu
OTBETCTBEHHOCTh 3a WHCHONHEeHHe 3akoHa o [ocymapctBeHHOM Oromxkere PecmyOmmku
Apmenus u llerTpansubiii 6ank PA 3a HapymieHue crtaTtbu 4-TOro 3aKoHa, 3a JOMYIIEHHOTO
OTKJIOHEHHE; ono0peHHoe BrwicmiuMm 3akonHomarensHbiM Opranom PA, HamumonanbHbIM
CoOpanuem, B pe3yJibTaTe MPUMEHEHHUSI TOW Ke HETIPABUIHHOM IMOJTUTHKHY.

Knwueevie cnoea: nenexHo-kpenuTHas mnohautuka, BBII, wmHOcTpanHas BamioTa,
KalmuTall, peryJIupoOBaHKe, KPEIUT, ACTIO3UT, ICHEe)KHAs Macca, Pe3epB.
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