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MESSAGE FROM THE CEO

ABTS NBFI has a rich history of helping entrepreneurs
and SMEs In 2017, we stayed close to them to
understand more deeply their needs and serve theuar at

best

In 2017, our otal assetsleclinedby MNT 2.9 billion or
13.8% totaling MNT 17.8 billion. Loansdiminishedby
MNT 1.8 billion or 14.86 to MNT 104 billion.

Drop in assets was linked to repayment of loans to our cre@itogding to the scheduléve

have fulfilled our liabilities in accordance with the relevagreementsAnd we will continue to
remain the reliable partnewe developed our fruitful collaboration with the Mongolilsiiicro

Finance Development Fundndstarted implementation dhe seventh projed¢b help low and
middle income households and ividuals

Unfortunately,in the reporting yeamur profit decreased bgbout80%, and ROE recorded low
at 7.2%.Togrog exchange rate volatilihad an influence

ABTS NBFI remaird a soundinstitution in times of economic hardshifhe ratio of non
performing loans to total equale®%o.

We face year 2018 with strong desire and capability to improve our operating efficiency and
increasehevalue for our Shareholders.

| would liketothanko ur s harehol der s’ , partners’ and cus
work and loyalty of ourtsiff.
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ABOUT ABTS NBFI

ABTS NBFI was established on 4 October 2001 as one of pioneer micro finance institutions in
Mongolia. Since its establishment, the ABTS NBFI has granted total loans of MN3billion

to around 3@0 clients. Total assets soarEB times, while total loas increased 158mes and

the equity rose 36 times.

As end of 207, our total assetand total loanseached MNTL7.8billion andMNT 10.4 billion,
respectively Equity equaled to MN'B.4 billion

ABTS NBFI has already built the reputation of reliable financial partner. The backbone of our
business is experienced staff, strong managetaant, and shareholders support.

Due to the economic slowdown in 2017, ABTS NBFI implemented quality over quantity loan
policy. Total loans declined by MNT &.billion or 14.86 to MNT 104 billion, and ron
performing loasratio decreased from 4.9% to 2.8%
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ABTS is

founded to Our mission is to suppor Most of all wecare about

assis is

support and assist peop and

to make their dream for
good life comes true. Wq
believe that only people

financially
people wshing and willing
to act for improving their
life and the lives of lovec

helping people to
improve their life as well
as we work with them.
This has been our driving

can make things truly one. force since we started ot
better, and our efforts activity and has alread)
focused on them will brought us great succes
actually improve their as an industry leader.
well-being
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Partners

@ THE WORLD BANK @ ASIAN DEVELOPMENT BANK MICRO FINANCE

IERD = 1DA DEVELOPMENT FUND

We have proved ourselves as an effective and reliable partner. ABTS NBFI has successfully
collaborated with certain number of other organizations, includindviiregolian Government
institutions, Mongolian and foreign private entities, and international financial organizations.
And we are welcoming anyone willing to cooperate with us.

Business Goals
Our NonBank Financial Institution aims to:

1 provide financialassistance to individuals and legal entities which l; v
unable to get needed financial support from banks ASSISTANCE

1 help small and mediusized businesses to reduce unemployment ¢ ©
poverty

i support the social and economic development of Mongolia thrc
well-organizel cash transmission channels

1 become one of the best Micro Financial Institutions of a N ECONOM|C ”\
Generation DEVELOPMENT '

Clients

Po\lcr

We provide services focusing heavily on our
to meet various needs. In such a way, we promotalayhflexible set of policies which are
designed to help everyone in different situations and difficulties.

Our borrower improved his living conditions by upgrading his house intdViioreover,
installed electric heating systarantributed imo the reduction oéir pollution:
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MONGOLIAN ECONOMY

Economic performance

The Mongolian economy suffered frolow commodity pricesn

the world market in 2016. Howevdrigher prices for kegxport
commodities helped the economy in 20TRe economc activity

= startedto accelerat. Imp | ement ati on of the | MF

. "= | Facility programfacilitated stabilization process and improvement
‘|||||""."|mi!'m of macroelconomic. environmentExcept fispal con§olidati_ng,
: strengthening banking sector, the program includes improving the
Y business environment,rgmoting economic diversification, and

i IA
Eoee] ,.,,,,,,&J Aﬁ.&‘ encouraging foreign direct investment.

The economy grew by 5.1%onsiderably better than 1.2% in 2018/estment contributed by
13.7%p.p into thegrowth and consumption added p.8. GDP accounted to MNT 27.2 trillion.
Foreign trade turnover generated WD 2.3 billion or 27.3%. Exports increased by USD 1.3
billion or 26.1%, mainly influenced by twofold rise in coal expdrtternational reserves more
than doubled from 2016, and tfiscal deficit decreased twice. Inflatiowas maintained withi
the targeted range at 6.4%.

Mongoliastill remains vulnerable to pricslatility in the worldcommodites marketHowever,
the rise in commodities prices is expected to remain in the néatwwst Furthermore, economic
forecast for upcomingearshadshown some positive results.

In 2017, Mongolia succeeded to avoid the risk of debt default. The Development Bank of
Mongolia's Eurobond was repl aced Khusldai. Also, Mon go
the Government issued Gerege bond to repay Chinggis bond and "Dim Sum" bond which
matured early in 2018. The foreign debt burden has been lessened.

In 2017, the exchange rate of Togrog against USD improved by 2.5% or MNTAGZ¥rage
togrog exchange rasppreciatedgainst US dollaby MNT 49.1

Economic prospects

The IMF threeyear Extended Fund Facility prograams to stabilize the
economy, and facilitate further economic recoveiffhe Mongolian
authorities projected economic growth of 4.2% in 2018. Also, IMF and A
projected growth of 4.2% in 2018. World Bank forecast is 3.1% in 2(

7.3% in 2019, and 5.5% in 2028ignificant changes are projected for tl 'l
medium term.

Accordingt o t h e WoQorhnabditi Mankkts Gutlopkninerals and metals price is likely
to rise in 2018lt is expected thagtrong demand for coal from China and an expansion of the
massive Oyu Tolgoi mine will be a major boost to economic growth in-2018
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NATIONAL ECONOMIC INDICATORS

GDP at current prices
29000

(billion MNT)

27167

26000

23936

T

2015

Inflation rate

23150
o I I
20000 T

2016

2017

Real GDP growth (by percentage)
6
5.1
4
2.4
2 1.2
. 1 1l .
2015 2016 2017
(by percentage Monthly average USD exchange rate and changes
3.0
2.0
1.0
0.0
-1.0
-2.0
-3.0

9 2600.0
6.4
6
3
1.9 11
N B n |
2015 2016 2017

Main indicators of Banks and NBFIs

1 2 3 45 6 7 8 9 101112

(by billion MNT)

Banks
Total assets 21,5212 25,3384 28,772.9
Loans 11,6336 12,38.0 135065
NPL 867.3 1,047.5 1,148.5
NPL/Total Loans % 7.5% 8.5% 8.5%
NBFls
Number 450 518 534
Total Assets 6232 787.2 969.2
Loans 3912 4782 638.0
NPL 383 595 81.1
NPL/Total loans % 9.8% 12.%%6 12. %%

Source: Bank of Mongolia, FRC
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g I
In the reporting year, total asseteclinedby 13.8% to MNT 17.8 billion, while total loans
dropped by 14.8%0 MNT 104 billion. We made payment of loan interest and repayment of
loan principal around MNT 4 billion to our lenders last year that infladrdrop in total assets.

Equity and total assets, million MNT

25,000
m Equity
20,000
m Total assets
15,000
10,000
5,000

2013 2014 2015 2016 2017

Equity dropped by 25.6% and totaled MNT 5.4 billiétrofit after taxalso loweredoy 79.6%,
while ROE reached.2% and ROA was 2.2% in 2017

ANNUAL REPORT 2017



LOAN SERVICES

In worsened economic conditions, we paid more attention to loans quality and made efforts to

improve the loan portfolio rather than expand the loan marfk¢al loans declined by MNT 1.8
billion or 14.8% to MNT 10.4 billionOn the other hand, as a resofitdirecting distribution of

loans to comparatively trustworthy clients aa#ling measures on enhancing the quality of loan

portfolio, our nonperforming loans ratio decreased from 4.9% to 2.8%, compared to 2016

Total loans (million MNT) NPL ratio (percentage)
13,000 6.0
12,162 4.9
12,000 4.5
11,000 - 3.0 2.6 2.8
10362

10,000 I 15

9,000 0.0

2015 2016 2017 2015 2016 2017
Loan composition by product (percentagg Loan composition by sector (percentage)
90
Services 35.5

75
60 Production 31.8
45 Trade
30 Other
1 c_')

5 1.9 4.1 e Agriculture

O T _ T - T T T

Consumer Mortgage Other  Business 0.0 10.0 20.0 30.0 40.0

Out of total loans35.5% was provided tgervices31.8% to production, 2.7% to trade an@%
to agriculture sectowyhile loans to other economic sectors madé%p

The breakdown of loan portfolio by loan purposes remained comparatively stable. The share of

business loans slightly increased fr@4.7% to 87/%, while the $are of mortgage loans
declined from 5.6% to 4%, andconsumer loansosefrom 1.6% to 19% in 2017. In summary,
business purposes loans made up the largest portion in the loan portfolio.

In the reporting yeamwe granted loans th74 borrowers and our average loan issued was MNT
56 million.
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LOAN PRODUCTS

We offer the following loan products to our customers:

1.

10.
11.

12.
13.

14.

15.

Business loans - Business loan is designed for businesses operating successfully and
willing to expand their activity. Purpose of the business loan is to provide the borrowers
an opportunity to expanttheir business operations, to create sustainable workplaces and
increase living standards.

Start-up loans - This loan is provided to businesses which start their operations. As
usual these businesses are without experience, and these loans bear catypaigiter

risk.

Credit line - Credit line is extended to businesses and entrepreneurs to help them to
smooth their financial flows.

Micro Finance Development Fund’s project loans - Micro-finance loan is designed to
provide credit facilities to low and middle income people to hiegm toincrease their
income, build stable income source, improve their living conditions and reduce their
social vulnerability.These loans are providedithin the Micro Finance Development
Fund’' s. proj ect

Trust secured loans - Loans collateralized by financial resources held in trust account
with ABTS NBFI.

Consumer loans - Consumer loan is lent for various persasadihousehold purposes.

Salary loans - Salary loan service is available to all working people in both private and
public sectors.

Loans for acquisition of premises - Loan is provided for purchasing premises, houses.
Loans on improvement of living conditions - This loan is issued for improvemt,
expansion and maintenance of living premises.

Mortgages - Mortgage loans finance purchase of apartments and houses.

Apartment maintenance loans - Loan provided to individuals for their apartment
maintenance and repairs.

Automobile loans - Loan provigkd for purchasing car
Student loans - Loan is provided for the financial need of students that enrolled in the

Mongolian Universities.

Working Student loans - Loan is issued to cover the expenses of students who are
willing to work and travel abroaduring their vacation.

Employee salary loans — This loan is provided to the employees of ABTS NBFI in order
to servetheirfinancial needsindfacilitate sustainable performance of the company.
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We are committed to achievintangible, sustainable fulfilment of our corporate social
responsibilities. We are focused on conducting our business activities with a balance among
three dimensions- economic, social, and environment&ur operationswere directed at
consistently suppting and financing environmentally friendly activities of our borrowers.

Social responsibility activities by ABTS NBFI in 2017:

1 Implemented the seventh project of Micro Finance Development Fund, Mongolia

1 As the Best Investor of 2016 (awarded by M@ngolian NonBank Financial Institutions
Association), we organized meeting among other NBFIs, during which we introduced
ABTS activity, made presentation on various forms of external financing, and shared our
experience

1 Presented gifts to children fronoq@r and lowincome households of Chingeltei District
on Children’s Day

T Provided 50 school bags within the framewo
directed at providing 1000 school bags to children from poor andnoeme
households, with the purposeencourage them and strengthen their willingness to learn
and study

1 We gantedioans to 27 female heads of households to support single mothers.

1 Took partin preparation of th&lational progranon Development of financial market of
Mongolia until 2025.
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Fax (97611) 329678

E-mail: info@abts.mn

Website: www.abts.mn






















