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FOREWORD BY MR. DIDIER REYNDERS
BELGIAN FINANCE MINISTER

The year 2002 began with an historic event: the introduction on 1 January of coins and notes denominated
in euros. The switch from the Belgian franc to this new currency unit was greeted with widespread
enthusiasm. The fears that some had expressed proved unfounded, and the advantages of a common
currency for twelve countries very rapidly became apparent - not just to the financial world but also to most
members of the public.

At macroeconomic level also the year began promisingly, with forecasts suggesting a gradual return to
stronger economic growth. Unfortunately the reality turned out to be rather different: considerable
instability ensued, which progressively undermined financial confidence. The downturn in growth
combined with the increasing uncertainty caused by geopolitical developments had a negative impact on
the economy. In the second half of the year this situation deteriorated even further. Even the Eurozone did
not escape this general climate of despondency, and various countries saw the state of their public
finances perceptibly deteriorate.

Against this background, however, Belgium more than held its own, certainly in comparison with our
neighbours. Belgium achieved - with room to spare - all the objectives envisaged in the Stability and
Growth Pact. The public accounts were in balance; in fact, there was even a small surplus. The fall in the
interest burden of the national debt by some 200 million EUR made a substantial contribution to this
situation without increasing the risks. The weighted average interest rate of the public debt also fell again.

This Annual Report on the Public Debt, which | now have the pleasure of introducing for the fourth time,
provides a concise overview, illustrated with graphs, of the financing strategy adopted by the Belgian
Treasury in 2002 and of the various activities of the Belgian Debt Agency. It is an important source of
information, and also helps to increase the transparency of Belgian public debt management.

This report shows that the excellent results for 2002 did not happen by accident: they were partly the result
of the profound reorganisation that federal debt management has undergone. The structural reduction in
our debt burden has already been a reality for several years now. Thanks to its liquid and up-to-date
products, the Belgian Debt Agency has succeeded in acquiring an excellent position in the market, where
its know-how is generally recognised. The financing terms that Belgium has been able to secure have
steadily improved in comparison with the reference loans of other sovereign issuers, as is apparent from
the spectacular reduction in the spread between the 10-year OLO and the loans with the same term
issued by Germany and France. Thanks to support from the primary dealers in Treasury securities, the
placement of public debt securities is becoming increasingly internationalised, with investments not only
in other European countries but also in the rest of the world, such as South-East Asia, Japan and Canada.

Within the Debt Agency new projects are under study relating to the issue of products that meet the needs
of investors - and at a financing cost that the State feels comfortable with. Stimulating the secondary
market in government securities also continues to receive full attention. In addition, the reorganisation of
the federal administration is making it possible to develop synergies with the Public Debt Department to
increase efficiency and reduce operating expenditure. By the end of the year the Public Debt Department
will return to their home in the renovated buildings of the Treasury Administration. The Service's staff will
therefore have a pleasanter environment within which to work and will have access to all the latest IT and
office equipment.



Belgium has made impressive progress since 1993. Our debt ratio has fallen by almost 40 percentage
points in 10 years. Even so, Belgium's debt burden is still significantly above the European average. We
must not allow ourselves to become complacent under any circumstances.

A further reduction in the national debt must remain a priority, so that additional resources can be released
to meet the two greatest challenges of our society: reducing the excessive fiscal pressure that continues
to weigh so heavily on employment levels and the impact of the greying of the population. Thanks to the
dedication and debt management expertise of the Treasury's staff and the continuation of a policy that
aims to achieve a structural build-up of budgetary surpluses, Belgium will be able to tackle the major
challenges of the present day and, in so doing, guarantee future generations a healthy financial future.

The Finance Minister,

Didier REYNDERS



The federal debt in figures (in billions of EUR or %)

31/12/2002 31/12/2001

I. Federal debt outstanding and leading instruments

1. Federal debt outstanding (gross) 262.75 257.16
- Financings and placements by the Treasury 2.29 1.50

- Securities in own ownership 4.99 1.71

- Investment reserve 0.00 0.06

- Financing of Belgian Securities Regulation Fund 0.09 0.06
Federal debt outstanding (net) 255.38 253.83

2. Debt instruments

A. EUR-denominated instruments: 257.29 250.08
- Linear bonds (OLOs) 197.36 185.73
- Traditional loans 12.15 17.35
- State Notes 8.35 7.12
- Treasury certificates 27.00 26.95
- Treasury bonds - Silver Fund 1.09 0.00
- 'Belgian Treasury Bills' in euros 0.35 0.70
- Private loans, Interbank market and miscellaneous 9.12 8.70
- Debt issued in former currencies of the Eurozone 0.76 2.21
- Debt issued in foreign currencies and swapped into EUR 1.11 1.32

- As a % of the debt in EUR:

- Linear bonds (OLOs) 76.71% 74.27 %
- Traditional loans 4.72% 6.94 %
- State Notes 3.25% 2.85%
- Treasury certificates 10.49% 10.77 %
- Miscellaneous 4.83% 5.17 %
B. Foreign currency instruments: 5.46 7.08
- Medium- and long-term debt 3.59 5.00
- 'Belgian Treasury Bills' in foreign currencies 1.87 2.08
- Other short-term debt 0.00 0.00

Il. Net variation in the federal debt over the year

1. Variation in billions of EUR 1.55 4.00
- Net balance to be financed 1.78 1.85
- Takeover of debts 0.04 1.70
- Exchange rate differences -0.12 0.06
- Capitalisation of interest 0.05 0.46
- Transactions with the IMF -0.23 -0.55
- Miscellaneous 0.03 0.48

2. Variation in % + 0.59% + 1.60%
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l. Characteristics of the federal debt
. Rating awarded by the various rating agencies

- Long-term rating (S&P/Moody's/Fitch)

. Split by currency

- EUR-denominated
- Foreign-currency denominated

. Split by term

- Long- and medium-term (> 1 years)
- Short-term

. Split according to interest rate

- Fixed interest rate
- Variable interest rate

. Effective duration of the EUR-denominated debt
Effective duration of the foreign currency-denominated debt

. Interest burden of the federal government
. Weighted average interest rate

. Federal interest burden as a percentage of federal expenditure

IV. Relationship with the General Government Debt*

1.

2

Federal debt outstanding
. Outstanding debt of other government

. Debt of Communities and Regions,
local administrations and Social Security

. Consolidation effect

. Certificates in favour of the IMF

. Other adjustments

. Consolidated General Government Debt (1+2+3-4-5-6)
. Gross domestic product (GDP)

. General Government Debt Ratio (7/8))

* According to the criteria of the Treaty of Maastricht.

31/12/2002

AA+/Aal/AA

97.92%
2.08%

87.45%
12.55%

83.77%
16.23%

4.17
0.45

14.70

5.48%

32.7%

262.75

11.80

28.86

20.46

4.00

3.22

275.74

261.72

105.36%

31/12/2001

AA+/Aal/AA-

97.25 %
275%

87.38%
12.62%

82.77 %
17.23 %

3.89
0.60

14.90

577%

33.9%

257.16

12.21

29.56

14.87

4.22

3.84

276.00

254.28

108.54%



PART |

ECONOMIC TRENDS,
PUBLIC FINANCE AND THE ORGANISATION OF THE
FINANCIAL MARKETS

1. ECONOMIC TRENDS IN 2002

After a disappointing 2001 and despite the encouraging signs observable at
the beginning of 2002, economic recovery in Belgium ultimately did not reach
the level that was originally hoped for. The chief culprits were weak
investment expenditure and the general climate of insecurity resulting from
the freefall in stock market prices and the tensions in the Middle East.

The growth in the GDP in 2002 averaged 0.7%, almost as much as in the
preceding year (0.8%). Domestic expenditure rose again, but only by 0.5%.
Private consumption, the most important element in domestic demand, grew
by only 0.6%, while investments fell by 2.6%. Exports fell by 1%, but thanks
to the heavier downturn in imports (-1.5%) they continued to make a net
contribution to the growth in GDP (0.3%). Thanks to the improved terms of
trade (primarily as a result of the increase in the value of the euro) the surplus
on the current balance of payments rose in 2002 from 4.4% to 5.7% of GDP.

Inflation as measured against the harmonised consumer price index fell
again, averaging 1.6% in 2002. The fall was more striking than in 2001, when
the inflation figure averaged 2.4%. Various factors played a part in this
phenomenon, such as the abolition of the radio and TV licence in some parts
of the country, the fall in food prices, and the cheaper import prices caused
by the strength of the euro.

The weak economic situation also made itself felt on the labour market,
where unemployment, defined as the percentage of job-seekers in proportion
to the economically active population, increased from 6.7% in 2001 to 7.3%
in 2002 according to the calculations of the National Bank of Belgium.

Short-term interest rates within the Eurozone increased slightly in the first six
months of 2002 in the light of expectations regarding economic recovery and
persistent inflationary pressure, but then continued to fall until the end of the
year because of worsening economic prospects. In December, when the
inflation risk had passed, the European Central Bank decided to reduce its
guiding rate in order to impart some additional stimulus to a slack economy.
Long-term interest followed a fairly similar trend, with the difference that the
fall began as early as the second quarter of the year.

Growth stagnates
in 2002

GDP grows by 0.7%

Inflation falls to +1.6%

Increase in
unemployment

Fall in short- and long-
term interest
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In October there was a slight rise thanks to a short rally in stock market
prices, but for the next few months the fall continued. From January to
December the interest on Belgian 3-month Treasury certificates fell by an
average of 3.23% to 2.79%.

Graph 1: Evolution of interest rates at 3 months and yields of 10
year benchmarks (monthly averages)
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Graph 2: Daily evolution of the interest rate spread between '‘Bunds' and
10-year OLOs
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The yield of the 10-year OLO benchmark fell from 5.16% to 4.32%, while the
average spread compared with Bunds with the same term fell from 23 to 11
basis points between January and December 2002. Germany traditionally
pays the lowest rate of interest in the Eurozone on its 10-year state loans. On
the other hand the interest rate difference between the Belgian and German
government securities obviously decreased substantially during 2002. If
allowance is made for the difference in maturity date between the Belgian and
German reference loans, then it is apparent that the difference in interest rate



is actually even smaller and has fallen by something like half - from 17.8 basis
points at the beginning of 2002 to 8.6 basepoints at the end of 2002 (see
graph 2). The fall occurred in the fourth quarter of 2002 and was
characteristic of Belgium's stable budgetary condition.

The interest burden on the government debt fell in absolute terms from 14.9
billion EUR in 2001 to 14.7 billion in 2002 as a result of the continuous fall in
the weighted average interest rate over the past few years. In proportion to
the GDP the interest burden has decreased still further, a trend that was
already in evidence several years ago. Together with an ample primary
surplus this resulted in budgetary equilibrium in 2002.

2. THE EVOLUTION OF PUBLIC FINANCES IN 2002

2.1. Compliance with the stability programme 2002-2005

In the 2002-2005 stability programme begun in November 2001 the
government committed itself - despite the uncertain prospects for 2002 - to
achieving at least a budgetary equilibrium in 2002, after two years with a
small surplus (0.1% of the GDP in 2000 and + 0.2% in 2001, excluding the
revenues from the UMTS licences).

On the basis of the data available in February 2003, the General Government
financing balance in 2002 was very close to equilibrium. Some indications
suggest that an even better result than that was achieved.

The target was therefore achieved, despite the fact that the real growth in
2002 was much smaller (0.7%) than the +1.3% envisaged when the budget
was initially drawn up.

Table 1: Targets and realisations for the financing balance
(as a % of the GDP)

2001 2002 2002
Realisations* Targets? Estimates

General Government

Financing balance 0.2 0.0 0.0

Primary surplus 6.8 6.0 6.0°
Entity |

Financing balance -0.5 -0.3 -0.2

Primary surplus 5.6 51 5.4
Entity I

Financing balance 0.7 0.3 0.2

Primary surplus 1.2 0.9 0.7

! Without the revenues from the sale of UMTS licences.
2 Stability programme 2002 -2005, November 2001.
* Rounding-off can lead to discrepancies.

Interest burden falls in
absolute and relative
terms

A balanced budget

11



Evolution per entity

Revenue and
expenditure
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To ensure that it achieved these results, the government decided to make a
few changes during a first budgetary audit conducted at the beginning of
2002. The target growth figure was reduced to 0.9%. The estimated receipts
were also revised downward, not just because of the unfavourable growth
rate but also to make allowance for the disappointing receipts in 2001.
Because the government was determined to achieve budgetary equilibrium,
a close eye was kept on the primary expenditure in accordance with the
‘anchor principle'. This has obviously borne fruit, as a second budgetary audit
in July showed that performance was in line with forecasts.

According to the 2002-2005 stability programme, Entity | (the federal
government and social security) had to limit its financing requirement to 0.3%
of the GDP and achieve a primary surplus of 5.1% (see table 1). These
targets were not only achieved but actually surpassed, which has certainly
not been the case in previous years.

Entity 11 did not quite achieve the target surplus of 3% laid down in the stability
programme; however, it fell just 0.1% short.

During 2002 the measures for the reorganisation of personal taxation were
taken a stage further. The Communities and Regions (primarily the Flemish
Community) also implemented a number of tax reduction measures. Even so,
global fiscal pressure, as measured on the basis of the national accounts,
decreased only marginally because of various technical adjustments.

The share of primary expenditure in the GDP increased, partly as a result of
the economic slowdown and the rise in unemployment expenditure. This led
to a reduction in the primary surplus, but this was partially compensated by
a fall in the interest burden.

Table 2 : General Government Revenue and expenditure (as a % of GDP)

2001 2002

Realisations Estimates
Revenue (1) 47.8 47.8
Primary expenditure (2) 40.8 41.8
Primary balance (3 = 1-2) 7.0 6.0
Interest burden (4) 6.6 6.1
Financing balance (5 = 3-4) 0.4 0.0

& Including the receipts from the sale of UMTS licences.



In 2002 the pressure of the interest burden was perceptibly reduced (-0.5%

of GDP), primarily thanks to the substantial fall (-0.5%) in the implicit debt ~ Heavy fall in the implicit
interest rate, which fell to 5.7%. During the previous three years this rate had  interest rate

still had a tendency to stagnate. The heavy fall was exacerbated by the more

relaxed monetary policy and by the continuing weakening of stock market

prices. As a result the bond market became more attractive, which led to an

accelerated fall in the long-term interest rate and, ipso facto, to a refinancing

of the debt on more favourable terms.

The reduction in the debt ratio is estimated at 3.2% of the GDP, instead of the
3.7% envisaged in the stability programme. The difference is entirely
attributable to weaker economic growth. At the end of 2002 the debt ratio was
105.4% of the GDP. To recap: in 1993 an all-time record was achieved
(137.9% of GDP). Since then this ratio has fallen systematically.

Graph 3: Evolution of the primary balance and the financing balance as a
% of the GDP
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Comparison with Europe
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In 2002, for the second year running, Belgium was one of three Eurozone
countries that achieved all the targets of their stability programme. It was also
one of four Eurozone countries that achieved budgetary equilibrium or
surplus. Finally, Belgium was one of the top three countries that most
improved its financing balance (cyclically adjusted to eliminate the negative
effects of the economic situation) in the period 1999-2002.

Belgium's debt ratio has continued to fall, while the average level of
indebtedness in the Eurozone has risen slightly for the first time since 1996.

2.2.The 2003-2005 stability programme

The 2003-2005 stability programme is the second updating of the 2001-2005
stability programme, which was submitted at the end of 2000. The
macroeconomic framework that served as a basis for the creation of this
programme was, however, overtaken by events, as the accumulated growth
in the GDP for the period 2001-2003 worked out at least 4 percentage points
lower than the hypotheses that had been used as a starting-point. This
change in economic context necessitated an adjustment of budgetary
targets.

Despite the unfavourable macroeconomic climate, the government persisted
with the realisation of the targets stipulated in the growth and stability pact,
especially a balanced budget (or even a surplus).

Table 3: Budgetary evolution of the various entities in the stability
programme 2003-2005 (as a % of GDP)

2001* 2002 2003 2004 2005
Realisations  Estimate Targets
General Government
Primary surplus 6.9 6.1 5.5 5.6 5.6
Interest burden 6.5 6.1 5.6 5.3 5.1
Financing balance 0.4 0.0 0.0 0.3 0.5
Entity |
Primary surplus 5.8 5.4 4.8 4.9 5.0
Interest burden 6.0 5.6 5.1 4.9 4.7
Financing balance -0.2 -0.2 -0.3 0.0 0.2
Entity 1l
Primary surplus 1.2 0.7 0.7 0.6 0.6
Interest burden 0.5 0.5 0.5 0.4 0.4
Financing balance 0.7 0.2 0.3 0.2 0.2

! Including the receipts from the sale of UMTS licences.

For 2003 the government has decided that it wishes to continue its
guarantees regarding healthy public finances, and it has therefore proposed
a balanced budget that nevertheless leaves room for full implementation of all
the measures previously announced, such as a reorganisation of personal
taxation. The government has also promised to use the room for manoeuvre
that stronger growth would create to improve the financing balance.



As elections for the federal parliament are scheduled for May, it will be the

task of a new government to outline the budgetary programme for the period

after 2003. There is, however, already sufficient consensus on the need to

build up a budgetary surplus over the next few years, among other things to

mitigate the future impact on public expenditure of the 'greying' of the

population. The progressive build-up of this financing capacity must, however,

make due allowance for economic conditions. The government - taking as its ~ Budgetary equilibrium
starting-points an economic revival during 2003 and a growth in GDP thatis  and surplus for the years
somewhat higher than the trend growth for the next few years - has outlined  to come

a scenario in which a financing capacity of 0.5% of the GDP will be built up

by 2005. This is regarded as a desirable target.

Over the next few years the share of government income in the GDP will
decline structurally. The reorganisation of personal taxation, including the
abolition of the supplementary crisis tax, will lead to a situation where,
between 2001 and 2005, fiscal pressure will fall by 1.3% of the GDP. What is
more, in 2003 the reorganisation of the corporation tax will become effective.
From a budgetary perspective, however, this measure is neutral in its effects.

Should an economic recovery materialise, then the share of primary
expenditure in the GDP will also exhibit a declining trend over the next few
years.

If the budget and the economic situation evolve as envisaged in this updated
stability programme, the debt ratio will decline further and should fall below
the 100% mark in 2004. The impact of purely endogenous factors (primary
balance, interest burden and economic growth rate) should ensure that this
ratio falls in 2005 to 93.6% of the GDP.

3. THE REORGANISATION OF THE SECONDARY MARKETS

Following the lead of other countries, Belgium has created a new legal
framework for market supervision. The Law of 2 August 2002 on the
supervision of the financial sector and financial services stipulates, inter alia,
that the various supervisory authorities (whose constituent bodies the Law is
reorganising) must be brought much closer together, and it also contains the
basis for a reorientation of the powers of the Belgian Securities Regulation
Fund.

A closer relationship
between the supervisors

Article 14 of the Law of 2 August 2002 also provides for the possibility of
elaborating a specific regulatory regime for the government securities
markets via a Royal Decree, as the off-board market for linear bonds, split
securities and Treasury certificates in particular has some distinctive
features. This is a decentralised market: transactions only take place between
professionals and there is only one issuer.

Special supervisory
regime for government
securities

The general philosophy behind the Law and the distinctive characteristics of
the off-board market mean that the Belgian Securities Regulation Fund can
largely continue to exercise its present powers, since it has the relevant
experience. It is therefore also expected that the King, in compliance with
article 14 84 of the Law, will work out a specific supervisory scheme for the
off-board market in linear bonds, split securities and Treasury certificates. In
that connection, negotiations have already taken place between the Belgian
Securities Regulation Fund and the Belgian Banking and Finance
Commission.

15
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The Belgian Securities Regulation Fund will continue to organise the market.
It will therefore remain responsible for the market rules, for reporting trades
and for transparency. The Banking and Finance Commission will supervise
compliance with the code of conduct and shall, in accordance with the draft
guideline on insider trading and market manipulation (market abuse), be
ultimately responsible for supervising compliance with the rules against
market manipulation and the insider trading regulations. Presumably the
Banking and Finance Commission will also call, wherever possible, on the
Belgian Securities Regulation Fund to mediate in these matters. The
arrangements for this form of cooperation will be laid down in a protocol
between the Belgian Securities Regulation Fund and the Banking and
Finance Commission. The powers of the Belgian Securities Regulation Fund
in the areas of supervision of custody and the management of dematerialised
government securities will be entrusted to the Banking and Finance
Commission.



PART II

THE TREASURY'S FINANCING STRATEGY

1. THE TREASURY'S FINANCING REQUIREMENTS IN 2002

The gross financing requirements in 2002 were 25.08 billion EUR, or 2.33
billion EUR (8.5%) less than estimated in the budgetary audit at the start of
the year. The envisaged net balance to be financed was exceeded by 0.38
billion EUR, while expenditure on the repayment of debts fell by 2.71 billion
EUR. The (lower than envisaged) repayments related primarily to the
prefinancing of amounts that will expire in 2003 and 2004.

The total amount that reached expiry in the long- and medium-term in 2002
was 15.72 billion EUR. This amount can be split as follows:

- Repayments of long- and medium-term loans in euros in the sum of 14.67
billion EUR, 2.02 billion EUR of which was via buybacks of debts (target
figure: 4.19 billion EUR) and 0.38 billion EUR via exchange transactions
(target figure: 0.92 billion EUR). The repayment of loans at expiry date
related primarily to two OLO lines (8.66 billion EUR) and one traditional
loan (1.52 billion EUR).

- Repayments of long- and medium-term debts in foreign currencies for a
sum of 1.05 billion EUR.

In 2002 the Treasury also bought back onto the market an OLO with an expiry
date in 2003 and a traditional loan with an expiry date in 2004 for a global
amount of 6.14 billion EUR (original target: 6.73 billion EUR). Added to this
was a further 0.62 million EUR from the buyback on the stock market of
traditional loans via the Belgian Securities Regulation Fund (target figure:
49.60 million EUR). In 2002 there were also some exchanges of a traditional
loan with expiry date in 2003 for the sum of 1.02 billion EUR (originally
envisaged: 2.22 billion EUR).

The gross financing needs for 2002 also include approximately 49 million
EUR in interest from securities repaid via an exchange, which have been
capitalised in the newly issued OLOs. They also contain the State Notes paid
early as a result of the exercise of the 'put’ option and accelerated
repayments relating to the dematerialisation of certain state loans' for a
combined total of 69 million EUR, and repayments of Treasury certificates
that represented the Belgian participation in international organisations,
which amounted to 124 million EUR.

! Law of 10/06/2001 on the dematerialisation of some state loans (Belgian Official Journal
30/06/2001) and the Royal Decrees of 11/06/2001 on the dematerialisation of the '2.5% Debt
loan' (Belgian Official Journal 30/06/2001), of 30/12/2001 on the dematerialisation of the
'3.5% 1937 Debt loan' (Belgian Official Journal 08/02/2002), of 18/12/2001 on the
dematerialisation of the 'Unified debt 4% first series' loan (Belgian Official Journal
16/01/2002), of 30/04/2002 on the dematerialisation of the 'Unified debt 4% second series'
loan (Belgian Official Journal 10/07/2002) and of 03/10/2001 on the dematerialisation of the
4% Liberation loan (Belgian Official Journal 31/10/2001).

Fall in financing
requirements

17



Table 4: Financing of the Treasury in 2002 (in billions of EUR)

Realisation at 31.12.2002 Estimate 2002*

I. Gross balance to be financed (in billions of EUR) 25.08 27.41
1) 2002 Financing Requirements 17.50 17.12
Budget deficit: 1.78 1.40
Debt at maturity 2002 15.72 15.72
- EUR-denominated medium- and long-term debt? 14.67 14.67
- Medium- and long-term debt in foreign currencies 1.05 1.05

2) Scheduled prefinancing

(bonds reaching maturity in 2003 or later) 7.16 8.99
Buybacks 6.14 6.77
Exchanges? 1.02 2.22
Calls 0.00 0.00
3) Other financing requirements?® 0.42 1.30
Il. 2002 Funding Resources 28.55 29.14
1) Long- and medium-term issues in EUR 28.55 29.14
OLOs 26.10 27.07
- Syndications 12.00 12.00
- Auctions 12.77 11.79
- Exchanges (including the capitalised interest) 1.33 3.28
Treasury bonds - Silver Fund 1.06 0.62
- Scheduled in budget 2001 0.63 0.00
- Scheduled in budget 2002 0.43 0.62
State Notes 1.30 1.00
Miscellaneous* 0.09 0.45
2) Long- and medium-term issues 0.00 0.00

in foreign currencies

Ill. Net evolution of the foreign currency-denominated -0.16 -0.14
short-term debt

IV. Net evolution of the EUR-denominated -3.30 -1.58
short-term debt®

Estimates for March 2002 (budgetary audit).

Excluding the capitalised interest on exchanges.

Including the interest capitalised on exchanges, the 'puts' executed on the State Notes and the buybacks of Treasury certificates
that represent Belgian participation in international organisations.

Including the issues of Treasury certificates that represent Belgian participation in international organisations.

Gross short-term debt in EUR per 01.01.2002: 34.85 billion EUR.

18



2. THE TREASURY'S FUNDING RESOURCES IN 2002

In 2002 total long- and medium-term issues amounted to 28.55 billion EUR,
or 98% of the target figure at the start of the year (29.14 billion).

The OLO issues accounted for 26.10 billion EUR, approximately 1 billion
EUR less than the target amount (27.07 billion EUR). Of this figure, 12 billion
EUR was spent via syndication, 12.77 billion via auctions and 1.33 billion via
exchanges (originally estimated at 3.28 billion EUR). The exchanges related
to two traditional loans, namely Philippe XIl and Philippe XV. Of the issues via
auctions and syndications, 46% went on 10-year OLOs, 23% on 5-year
OLOs, 23% on 15-year OLOs and 8% on the new OLO FRN with maturity
date in 2006.

In 2002 the issue of State Notes generated 1.30 billion EUR (estimated
amount: 1 billion EUR) and the issue of Treasury bonds for the Silver Fund
amounted to 1.06 billion EUR (estimated amount: 0.62 billion EUR). The
issues of Treasury certificates that represent the Belgian participation in
international organisations amounted to 93 million EUR.

In conformity with the General Guidelines, there were no new foreign
currency-denominated long- or medium-term issues.

As the long- and medium-term funding resources exceeded the gross
financing requirements, there was a fall in the short-term debt. This fall
amounted to 0.16 billion EUR for the foreign currency debt and 3.30 billion
EUR for the EUR-denominated debt.

3. THE PRINCIPAL OBJECTIVES OF DEBT MANAGEMENT

The Treasury is striving to achieve a better positioning of its financing
instruments and a further internationalisation of the investor base by pursuing
a coherent strategy based on liquidity, transparency, efficiency, effective
management of market risks and limitation of the cost price of the debt.

3.1.The quest for liquidity and transparency
a. Liquidity
(1) The primary dealers

Sufficient liquidity on the secondary market is one of the Treasury's most
important objectives. Liquidity does, after all, have a beneficial effect on the
pricing of the financial instruments and the ultimate cost of financing the debt.

The liquidity on the secondary market is primarily ensured by a group of
primary dealers who have concluded a contract to that end with the Treasury.
The group of primary dealers remained unchanged in 2002, but there were
some small changes for the working year 2003. The full list of primary dealers
forms appendix 5 of this report.

The Treasury also encourages the primary dealers to play an active part in
the primary market. As a consideration the Treasury gives them the right to
purchase a specific volume of securities after each auction at the weighted

Further reduction of the
foreign currency debt

19



Treasury certificates

20

average price of the issue. The primary dealers are also the privileged
counterparties in the transactions that the Treasury performs on the financial
markets.

(2) The recognised dealers

The specific task of the recognised dealers is to promote Belgian Treasury
Securities, especially in specific geographical areas or market segments. The
group of recognised dealers was expanded to 6 members through the
appointment of 5 new dealers in December 2002. The primary aim is to
penetrate specific geographical areas or market segments. The contracts
also stipulate that the recognised dealers must be considered as potential
partners for the Treasury's management operations. Since these operations
continue to increase, it is in the Treasury's interests to expand the number of
counterparties by involving the recognised dealers more actively in them. The
complete list of recognised dealers will be found in appendix 5 of this report.

(3) Debt management instruments

The essential precondition for stimulating liquidity is to concentrate the
financing in large benchmark issues and to encourage trade on the
secondary market. In 2002 the Treasury remained loyal to its policy of only
reopening benchmark loans during auctions. What is more, in the
prefinancing of expiry dates the emphasis has been placed on buybacks via
MTS Belgium or ‘reverse auctions' rather than exchange transactions. These
buybacks were then financed via the issue of benchmarks.

Since the inclusion in April 2001 of the Treasury certificates in the electronic
trading platform 'MTS Belgium', the liquidity has consolidated at a daily
average turnover of almost 300 million EUR. The primary dealers are
showing excellent compliance with their obligation to quote Treasury
certificates on MTSB with a maximum bid-offer spread of 4 basis points. In
practice a narrow bid-offer spread between 0.2 and 4 basis points is used.

The average amount per line that reached maturity in 2002 was 4.67 billion
EUR. This amount was in line with the objective envisaged in the
reorganisation of the issue calendar in 2001, i.e. the creation of lines with a
higher outstanding amount in order to ensure sufficient liquidity on the
secondary market.

In addition to these bigger lines, the repo facility on Treasury certificates has
also contributed indirectly to the liquidity. The repo facility protects the primary
dealer against the risk of non-delivery and thus allows him to quote
consistent bid and offer prices. The Treasury received eight requests for a
repo facility and granted all of them. The total amount for 2002 was only 51.4
million EUR for 5 different lines.



In order to create sufficient immediate liquidity the new 10-year reference
loan, OLO 38, was issued, as in previous years, via a syndicate in which all
the primary and recognised dealers participated.

The syndication method made it possible to raise 5 billion EUR from the first
issue onwards, which meant that the liquidity on the secondary market was
practically guaranteed. In line with the Treasury's financing strategy, OLO 38
was subsequently offered at each auction of linear bonds. As a result the
outstanding sum of OLO 38 had increased to 11.4 billion EUR by the end of
2002.

For the issue of the new 15-year OLO (OLO 40) in mid-2002, use was also
made of the syndication method, so that as much as 5 billion EUR was raised
at launch. By reopening this line during the September auction the
outstanding amount was increased to 5.66 billion EUR by the end of 2002.

The high liquidity of the OLOs on the secondary market is apparent at MTS
Belgium, where the daily average volume of OLO trades (without allowing for
buybacks) increased once again, from 612.9 to 723.2 million EUR. As with
the Treasury certificates, the repo facility once again proved its usefulness as
a tool for supporting liquidity on the secondary market. Twelve applications for
a repo facility were granted for a total sum of 156.8 million EUR.

(4) The buying back of debts

From 2002 onwards the old OLO lines were no longer eligible for buyback via
exchanges, and so a programme of private buybacks was opted for; this was
started in 2001. Technically this was achieved by reserving a ‘window' for the
buybacks on the MTS Belgium platform, where the Treasury can buy back
private loans at prices that it decides either entirely for itself or by examining
the offer prices quoted in this window by the primary dealers.

To finance these buybacks the Treasury can issue larger amounts in the
auctions and so capitalise on the market demand for benchmarks with a high
liquidity.

During 2002 the Treasury has organised ‘reverse auctions' on two different
occasions.

In March this technique was used on the traditional Philippe XVII loan
(maturity date 21 November 2004), with the aim of lightening the heavy
burden of maturity dates in 2004. This buyback was financed by issuing a
'Floating Rate Note'; this perfectly met the demand from investors for
sovereign securities at variable interest rates. This issue also helped improve
the liquidity on the FRN market.

Linear bonds

Buybacks on MTS

Belgium
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The second reverse auction took place in December on two long-term OLO
lines, OLO 12 with an expiry date on 24 December 2012 and OLO 23 with an
expiry date on 28 March 2015. The aim of this reverse auction was to give the
market the opportunity to sell these OLOs to the Treasury in a transparent
and competitive manner. This auction also fitted in well with the buyback
programme that the Treasury had already planned in 2001 for OLOs that
were more than 12 months from their expiry date. This buyback was financed
within the framework of the financing programme.

(5) Internationalisation and diversification of the debt holding
The proportion of OLOs held outside Belgium rose again in 2002; at the end

of December it was 49.3%, compared with 43.9% at the end of December
2001 (see graph 5).

Graph 5: Evolution of the holding of OLOs
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These percentages are calculated on the basis of the total outstanding
amount of the OLOs, i.e. including the amounts that were issued in Belgian
francs before the introduction of the euro, the majority of which were held by
Belgian investors. If we focus on the syndicated issues from 1 January 1999,
i.e. from the introduction of the euro onwards, then we arrive at the following
results (see graph 6).

The wide diversification of the investor base is primarily due to the Treasury's
active marketing policy among foreign investors. More specifically, eleven
'roadshows' were organised abroad in 2002: Scandinavia, Ireland, South-
East Asia, Canada, Japan, the USA, Germany, Austria, France, Italy and the
United Kingdom. A total of 128 institutional investors were visited, distributed
over 19 different countries and represented by 232 people. Most of these
visits were made on an individual basis.

In connection with the syndicated issue of OLO 40 (with an expiry date of 28
September 2017), a 'deal-related' roadshow was also organised.

Belgian investors were not ignored. Two roadshows specifically aimed at
public institutions were organised. At the deal-related roadshow various other
Belgian investors were also welcomed, both in groups and individually.

It is difficult to assess the direct impact of the marketing operations on the
reduction in the Treasury's financing operations. Even so it is possible to form
some idea of their importance from a closer examination of the offers
submitted for the new 10-year reference loan (OLO 41), issued via
syndication in January 2003. This reveals that for South-East Asia (not
including Japan) all the investors who were visited subscribed to the
submitted offers. For Germany, Scandinavia, Italy, Spain, the USA and
France this percentage was respectively 47%, 84%, 62%, 69%, 67% and
78%.

Graph 7: Evolution of the holding of Treasury certificates
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The proportion of Treasury certificates held abroad at the end of 2002 was
36.2%, compared with 40.1% at the end of 2001. Given the nature of these
securities, the international holding is more diverse than is the case with
OLOs.

These good results confirm that the Treasury's marketing policy is playing an
important role in the internationalisation of the investor base and is therefore
contributing to a reduction in the cost price of the financing incurred by the
State.

b. Transparency

In principle, OLOs and Treasury certificates - which form the bulk of the
Treasury's financing - are issued via competitive auctions that are the
monopoly of the primary and recognised dealers in Belgian Treasury
securities.

At the start of each calendar year, the Treasury publishes a global financing
plan with projections for the volumes to be issued and the financing
instruments that will be used. The auctions calendar is also published on the
Treasury's website (http://treasury.fgov.be/interdette/).

The procedure for buybacks is also extremely transparent. The quoted prices
can be consulted on MTSB by all the primary dealers and the bought-back
amount is published on the Treasury's pages on Bloomberg, Reuters and
Telerate.

(1) Treasury certificates

The reorganisation of the issue calendar for Treasury certificates, executed in
2001, was retained in 2002. The goal of this reorganisation, which was to
create large lines while also matching the maturity dates of Treasury
certificates to the dates of major fiscal receipts, was achieved.

(2) Linear bonds

As has been said, in 2002 the Treasury opted for the issue of a 15-year
benchmark rather than a 5-year one. In order to meet investor demand and
to comply with its transparency policy, the Treasury also announced, when
introducing its 15-year OLO, that the existing OLO 26 would be upwardly
adjusted to the 5-year benchmark; as a result this was also offered in the
auctions and was quoted as a benchmark on MTS Belgium.

To encourage even greater transparency, the Treasury advises a fork of the
amount to be auctioned several days before the issue takes place. Before
each auction the primary dealers are also contacted to sound out their
opinions and recommendations regarding market conditions and the
forthcoming auction.



Finally, the Treasury also provides the markets with updated information via
various channels. It issues regular publications such as the 'Belgian Prime
News' or 'Review Outlook' as well as the present report and has its own
website. The results of the issues are also announced on Bloomberg,
Reuters, Telerate and the Treasury's website. The Treasury also distributes
press releases, which will also be found on its website.

3.2. Risk Management and General Guidelines

Continuous monitoring of the various risks to which debt management is
prone is performed by the Belgian Debt Agency, which reports regularly to
the Strategic Committee of the Debt. The management of a number of risks,
especially the exchange rate risk, the refinancing risk and the interest rate
risk, makes full allowance for the standards that the Finance Minister lays
down in the General Guidelines on the Debt.

In managing the credit risk, allowance is made for the internal guidelines that
the Strategic Committee of the Debt lays down for such matters.

a.The exchange rate risk

The proportion of foreign currency-denominated debt in the total debt largely
determines the exchange rate risk to which the Treasury is subject. This
proportion has decreased perceptibly over the past few years and the
exchange rate risk as such has been reduced.

At the end of 2001 the debt in foreign currencies was 2.65% of the total
federal debt. The General Guidelines for 2002 assumed a further fall, and the
type portfolio envisaged a reference proportion of foreign currency-
denominated debt of 2%.

This fall did in fact largely occur, given that at the end of 2002 the proportion
of the debt in foreign currencies was 2.08%. Most of this debt is in CHF
(1.54%), followed by the debt in JPY (0.43%) and USD (0.11%). In fact, the
improved exchange rate of the euro against the USD made it possible to
almost completely eliminate the debt in this currency.

Table 5 : Distribution of the debt per currency at the end of 2002

EUR 97.92%
CHF 1.54%
UsD 0.11%
JPY 0.43%
Total non-EUR 2.08%

b.The interest rate risk and refinancing risk

The interest rate and refinancing risk are monitored in the light of the
duration, weighted average maturity and refixing risk.

Heavy fall in the
exchange rate risk
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The duration of the debt in EUR at the end of December 2002 was 4.17,
which lay within the margin of 3.60 to 4.20. As is apparent from graph 8, for
the first eleven months of 2002 the duration of the EUR-denominated debt
remained stable. The duration rose in January due to the issue of a new
syndicated 10-year OLO and then again fell in February following the rise in
the interest rates curve. Through the auction of the OLOs in March the
duration rose, but that was largely counteracted by the rise in the interest
curve in that month. At the end of June the duration rose again as a result of
the issue of a new syndicated 15-year OLO and the substantial fall in the
interest curve. Finally, at the end of December the duration rose substantially,
partly due to the substantial fall in the interest curve and partly due to the
repayment of short-term debts.

Graph 8: Evolution of the duration of the EUR-denominated debt
(December 2001 to December 2002)
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The second indicator of the interest rate risk is the weighted average maturity
of the debt. This fell from 6.36 years at the end of 2001 to 6.13 years at the
end of 2002. Graph 9 shows that the weighted average maturity fell
substantially in March 2002 and has fallen within the targeted limits only once
since then. The fall in March was the result of a correction in the software
relating to instruments with very long terms, such as the interest-free
certificates without expiry date in favour of the IMF. The reference value, as
well as the targeted upper and lower limits, was adjusted accordingly. That
was why, at the half-yearly review, a decision was made to take 6.20 years as
the new reference value, and to set new upper and lower limits of 6.30 and
6.10 years respectively.

A new indicator of the interest rate risk is the refixing risk, which shows the
percentage of the debt for which the coupon will be refixed within 12 months.
Graph 10 shows that the replacement risk increased slightly in the course of
2002: from 20.62% to 20.83%, which is still lower than the permitted
maximum of 25%. The substantial increase in the refixing risk in March 2002



is attributable to the fact that the linear bond OLO 6 and the traditional
Philippe XlI loan both expire in March 2003.

Graph 9: Evolution of the weighted average maturity of EUR-denominated
debt (December 2001 to December 2002)
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Graph 10: Evolution of the refixing risk of the EUR-denominated debt
(December 2001 to December 2002)
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Graph 11: Maturity schedule of the EUR-denominated debt
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The refinancing risk is monitored partly by the weighted average maturity,
using which it has already been shown that the risk remained within the
targeted limits if due allowance is made for the change in methodology. The
maturity schedule, however, offers a more precise picture of the future
refinancing risk. Graph 11 shows the evolution of the maturity schedule of the
EUR-denominated debt and compares the results with the targets for 2002.
The most important target was a concentration of the 10-year primary issues,
with - in addition, but to a lesser extent - issues at 5 years and 30 years. The
increase envisaged for 2003 does of course relate only to short-term debt.

In 2002 the 'Risk Management' unit of the Debt Agency developed a
calculatory method that makes it possible to estimate the potential exceeding
of the interest rates stated in the debt budget. This method, known as 'Budget
at Risk’, was initially intended for use with short-term instruments (3-, 6- and
12-month Treasury certificates). It involves assigning a value to the 'caps'
(options on floating interest rates) whose strike prices are equal to the
interest rates that are used in the budget to calculate the interest burden.

The caps are used merely as a valuation instrument and are not traded on
the market. Every month a valuation is performed and a report submitted to
the Strategic Committee.

This method of calculation makes it possible to measure the consequences
of a derailment of the short-term interest for the budgeting of the debt. In 2003
the method will also be applied to long-term instruments.

c.The credit risk

The credit risk is determined by the loss that the Treasury can incur if one (or
more) counterparties fails to comply with the contractual obligations to deliver
to or pay the Treasury. The Strategic Committee of the Debt lays down the
rules for calculating the credit risk and for assigning credit limits to
counterparties.

To determine the credit risk the Debt Agency uses various methods of
calculation® depending on the type of transaction (placements, derivatives).
For derivatives the credit risk is calculated without 'netting™. In 2002 the repo
transactions were also included in the calculation of the credit risk. Repo
transactions are closed in the short term and their credit risk lies in the price
fluctuation of the security that forms the subject of the repo transaction.

The assigning of a credit limit to a counterparty is dependent on the type of
counterparty, the rating® and the counterparty's equity capital. The 'Risk
Management' unit of the Debt Agency adjusts the credit limits if one of these
elements changes.

*  Cf. Annual Report on the Public Debt 2000, p 31.

2 The compensation of debts and receivables for one and the same counterparty.

¢ This rating is the lowest used for long-term quoting at the rating agencies Moody's, Standard
& Poor's and Fitch Ratings.



The Treasury only accepts counterparties with a high rating (minimum 'A").
On 31 December 2002 the placements accounted for 9.3% of the credit risk
and derivatives for 90.7%. As table 6 shows, 79.4% of the credit risk for
derivatives lay with counterparties with a rating of 'AA" or higher, compared
with 92% in 2001. This trend can be explained by the fact that with some
counterparties the rating fell from 'AA' to 'A' and no new transactions were
closed with counterparties with an 'AAA' rating. None of the counterparties,
however, fell below the 'A" limit. A more detailed overview per product will be
found in table 7.

In addition the 'Risk Management' unit determines the maximum permitted
terms of the trades on the basis of the rating of the counterparty and the type
of trade. These limits must not be exceeded. Table 8 splits the 'credit
exposure' per product on the basis of the term remaining as at 31 December
2002.

For the closing of trades in derivatives the Treasury also specifies as a
precondition the signing of an ISDA* master contract.

Table 6: Credit exposure of derivatives per rating level as at 31 December

2002
Rating (*) Number In % Total In %
counterparty of trades exposure
(in EUR)
AAA 23 8.5% 206 141 142 4.8%
AA 179 66.1% 3233 821 927 74.6%
A 69 25.1% 893 081 524 20.6%
Total 271 100% 4 333 044 594 100%

(*) rating of the counterparty or the parent company

Table 7: Credit exposure of derivatives per product and per rating level as
at 31 December 2002

Rating (*) Interest Rate In % Currency In % Others In %
counterparty Swaps (in EUR) Swaps (in EUR) (in EUR)
AAA 46 560 743 1.3% 159 580 399 26.0% 0 0.0%
AA 2893412976  79.4% 275 926 909 44.9% 64482042 89.1%
A 705866 706  19.4% 179 322 252 29.2% 7892566 10.9%

Total 3 645 840 425 100% 614 829 561 100% 72374608  100%

! International Swaps and Derivatives Association Inc.
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The Debt Agency has an integrated database, and an IT system that
performs a daily recalculation of the credit risk and the credit limits. Each
week the 'Risk Management' unit submits a report to the Executive and
Strategic Committees and each month also it sends them a detailed analysis
of the credit risk.

Table 8: Split of the credit exposure per remaining term as at
31 December 2002

Total Interest Rate Currency Others
Swap swap
<1year 8.6% 3.1% 30.6% 100.0%
1to 5years 14.4% 10.8% 37.3%
6 to 10 years 39.4% 41.4% 32.1%
> =10 years 37.6% 44.7%
Total 100.0% 100.0% 100.0% 100.0%
*
* *



PART Il

TECHNICAL DATA

1. GOVERNMENT DEBT PRIMARY MARKET IN EUROS

At the end of 2002 the public debt was 262.75 billion EUR. Compared with
the end of 2001 this was an increase of 5.59 billion EUR or 2.2%. The
proportion of the most important financing instrument, the linear bonds, also
rose substantially: from 185.73 billion EUR (72.2%) at the end of 2001 to
197.35 billion (75.1%) at the end 2002.

The share of the Treasury certificates (10.5%) has remained relatively stable
compared with 2001 (10.3%). Their outstanding amount at the end of the year
rose slightly from 26.9 billion EUR in 2001 to 27 billion in 2002.

Graph 12: Composition of the public debt as at 31 December 2002
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1.1. EUR-denominated long- and medium-term debt

In the total debt the long-term euro debt rose from 83.7% in 2001 to 86.1%
in 2002. As in the last few years, the linear bonds rose again to take the lion's
share. They continued to grow steadily at the expense of traditional loans.
From 1996 onwards the latter were replaced by State Notes, but their volume
accounts for only a fraction of those of the earlier traditional loans, because
on the primary market it is really only private investors who can subscribe to
them.

The increase in the outstanding amount of the private loans was attributable
to the issue of Treasury bonds for the Silver Fund (see point ¢ below).

Lion's share for OLOs
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Table 9: Overview of the long-term debt per instrument (amounts in EUR)

Circulation at end 2002 Circulation at end 2001

Traditional loans 12 073 235 526 17 351 450 053
OLOs 197 355 477 609 185 727 419 471
Private loans 2 227 985 286 1408 437 618
State notes 8 353 403 805 7 122 261 442
Special loans 72 288 897 80 536 637
International institutions 4217 128 572

Ex-Eurozone currencies long-term 760 871 000 2 323 929 597
LT foreign currencies swapped in EUR 1112 559 190 1216 074 040
Total long-term debt 226 172 949 885 215 230 108 858

a. Linear bonds (OLOs)

The volume issued on the primary OLO market rose from 25.96 billion EUR

o ) in 2001 to 26.10 billion EUR in 2002. This slight increase was primarily

Syndications, auctions attributable to the exchanges, which have resulted in issues of 1.33 billion

and exchanges EUR instead of the envisaged 3.28 billion. Auctions, on the other hand,
brought in more than expected: 12.77 billion EUR instead of 11.79 billion.

Table 10: Outstanding amount of OLOs at the end of December 2002
(amounts in EUR)

OLO n° Coupon Maturity date Code Circulation % Strips
6 9.00 28/03/2003 251 9 320 905 954.94 10.80%
14 7.25 29/04/2004 265 10 747 275 873.83
20 7.75 15/10/2004 275 5 462 547 199.43
19 6.50 31/03/2005 273 10 178 433 069.42
34 4.75 28/09/2005 294 11 901 400 000.00 7.16%
39 FRN 24/04/2006 299 2 000 000 000.00
24 7.00 15/05/2006 283 8 465 045 674.21
37 4.75 28/09/2006 297 9 595 400 000.00 0.47%
26 6.25 28/03/2007 286 13 476 828 228.86 3.52%
9 8.50 01/10/2007 257 8 413 164 463.71 17.16%
28 5.75 28/03/2008 288 13 479 196 740.11 1.26%
16 7.50 29/07/2008 268 8 682 058 029.24
32 3.75 28/03/2009 292 16 430 000 000.00 1.57%
35 5.75 28/09/2010 295 15 844 200 000.00 1.68%
36 5.00 28/09/2011 296 10 258 500 000.00 0.30%
38 5.00 28/09/2012 298 11 416 900 000.00 1.52%
12 8.00 24/12/2012 262 8 824 896 081.16
23 8.00 28/03/2015 282 6 999 587 157.66 1.84%
40 5.50 28/09/2017 300 5 660 000 000.00 2.83%
31 5.50 28/03/2028 291 10 199 139 136.01 9.74%
Total 197 355 477 608.58 4.20%
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The amount of 26.10 billion EUR was issued by means of 3 syndicates, 4
auctions and 6 exchange transactions.

As stated, the Treasury publishes an indicative issue calendar each year with
an overview of all the OLO issues via auctions or exchanges. After the
reorganisation of the issue calendar in 2000 the number of auctions was
maintained at 6. In practice however the issue calendar was amended to
allow for the interpolation of 2 syndications. The auctions for January and May
were replaced by the syndications of OLO 38 and OLO 40. Through these 5
billion EUR was raised each time.

The number of exchanges fell from 12 to 6 because they were exclusively
reserved for the traditional loans with an expiry date within 12 months,
regarding which a decision had previously been made to offer them for
exchange only six times a year. The linear bonds with expiry within 12 months
are eligible for buybacks.

Table 11: Overview of the OLO issues in 2002 (in thousands of EUR)

Syndications 12 000 000
Auctions 10 562 000
Non-competitive subscriptions 2 205 100
Exchanges 1 333 900
Total 26 101 000

Graph 13: OLO issues in 2002 split by type
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The issue of OLO 38, the new 10-year benchmark, took place as is
customary in January. As in the previous issues of a new benchmark, a
syndication was again opted for rather than an auction. The reasons for this
are primarily the immediately available liquidity under favourable market
conditions, a better control of the geographical spread and the type of
investors, and a better control of the spreads by means of the 'book-building'

Halving of the number of
exchanges

Syndication at 10 years
with OLO 38
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process'. During the syndication that took place in 2001, the Treasury
established that the yield of the new OLOs was two basis points lower than
the usual level within the OLO curve.

Graph 14: Monthly OLO issues in 2002 split by type
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Unlike an auction, where there is little direct participation by clients, a
syndication ensures direct placement with ultimate investors, both in Belgium
and outside it. Finally, a syndication is still an event in the Eurozone, and the
Treasury has used its previous syndications to develop a strategy that the
market certainly very much appreciates.

For this benchmark, with an expiry date of 28 September 2012, the Treasury
chose Deutsche Bank, Fortis and JP Morgan as joint lead managers. As
usual, the other primary dealers and recognised dealers took part as co-lead
manager and member of the selling group respectively. The total amount of
orders (9.6 billion EUR) was well in excess of the issued amount. The coupon
of OLO 38 was established at 5% and the issue price at 99.775%.

The loan was launched at 25 basis points above the German 10-year
reference loan (Bund 5% - 4 January 2012), a clear improvement on 2001
when the new 10-year benchmark, namely OLO 36, was issued with a spread
of 40 basis points. The success of the placement of OLO 38 was also
apparent from the yield, which worked out 1 to 1.5 basis points lower than the
interpolated OLO curve, and from the good performance on the secondary
market during the weeks after the issue. The prices were well supported by
the 'marketmaking' of the primary dealers and by the persistent demand from
the investors.

1 In a syndication, the joint lead managers, the co-lead managers and the selling group issue
regular reports to the Treasury on the orders they have received, stating the volume and the
spreads at which the investors wish to buy OLOs. This enables the Treasury to form an idea
of the demand for and the pricing of the new OLOs.



The 'mixed pot syndication™ used in the allocation of orders in 2001 was also
used for this issue. As in the previous syndications, the use of this system
contributed to a more efficient, more transparent and more objective process
of 'book-building' and allocation. The majority of the subscriptions were
checked for quality, so that duplication of the subscriptions of investors via
different primary dealers could be avoided. The whole process led to
improvement in the quality of allocation and also allowed the Treasury to
better orientate the placement both geographically and with regard to the
type of investor.

76% of the bonds were placed outside Belgium: 50% in the other EU
countries, almost 18% in the rest of Europe and almost 8% in Asia and
America. There was strong interest from Germany, France and the
Netherlands.

Graph 15: Overview of the geographical placement of OLO 38 via
syndication
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A large part of the loan was placed with final investors: 38% with portfolio
managers and 13% with insurance companies. The banks, including
investment portfolios and ‘trading accounts', took up 34%, which contributed
to the liquidity of this OLO line. A further 6% was placed with central banks.

1 In the 'mixed pot syndication' structure the Treasury enjoys full transparency regarding the

identity of the buyer, as in the ordinary pot system. There are, however, two differences from
the ordinary pot system that mean that the check on the allocation is incomplete:

a) the presence of a 'blind retention’, which is reserved for the co-lead managers and the
selling group. The allocation of the OLOs is guaranteed to them for this part without the
identity of the buyer having to be revealed to the joint lead managers. The co-lead managers
and the selling group are respectively the primary dealers who have not obtained the
mandate of joint lead manager and the recognised dealers. The 'blind retention' forms a
consideration by the Treasury for their efforts in placing the OLOs and the Treasury
certificates during the past year;

b) given the confidential character of the transaction the joint-lead managers need not
reveal the identity of some of their clients (X-accounts), but this option is limited in terms of
volume.
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Graph 16: Distribution of OLO 38 by investor type
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The May auction was cancelled because of a new syndication. This time it
involved a 15-year issue with ABN AMRO, Goldman Sachs, ING-BBL and
Morgan Stanley as joint lead managers. The coupon for this OLO 40 with an
expiry date of 28 September 2017 was fixed at 5.5%. The yield at the time of
issue was 14 basis points above the OAT, the French state bond with
approximately the same term. This 15-year OLO answered the needs both of
investor demand and the Treasury's debt management strategy.

For several months there had been growing interest on the part of investors
- especially the pension funds and the insurance companies - in assets with
a term longer than 10 years. This was confirmed by the successful issues at
the longer end of the curve of other sovereign borrowers, such as Greece,
Italy and Spain.

This issue was also in line with the Treasury's debt management strategy.
With this 15-year syndication the Treasury created a liquid benchmark on the
yield curve of the linear bonds, which is helping to build up a liquid curve until
2017. This issue also reflected the Treasury's constant concern to build up an
optimum profile of maturity dates. Before the launch of OLO 40 there was still
no debt in the year 2017 and an issue with a shorter term would have proved
a heavy burden on the present maturity calendar.

In imitation of the previous issues a syndication issue instead of an auction
was chosen for the launch of this new 15-year OLO, to ensure sufficient
liquidity and diversification right from the launch. The total volume of orders
was almost three times as large as the intended issue amount of 3 billion
EUR, so the Treasury decided to increase this to 5 billion.

This OLO was placed with top-flight investors, including 44% with portfolio
managers, 24% with pension funds and insurers and 23% with banks.



In the allocation, attention was also paid to the geographical spread: 77% of
the amount was placed outside Belgium, including 46% in the Eurozone
without Belgium, almost 21% in the other European countries, almost 5% in
the USA, 3% in Asia and almost 3% in the rest of the world. In contrast to the
previous syndications, this time no use was made of the 'mixed pot' system -
the ordinary pot structure was used instead.

To support the book-building the Treasury engaged in an active marketing
campaign in collaboration with the joint lead managers. This campaign began
with a roadshow in Brussels, followed by presentations to investors in
Belgium, Denmark, Finland, France, Germany, Italy, the Netherlands and the
United Kingdom.

An innovative feature of this syndication was the appointment of a 'duration
manager'. This post was assigned to one of the four joint-lead managers. The
task of the 'duration manager' was to keep volatility within bounds at the
moment of pricing.

Graph 17: Overview of the geographical placement of OLO 40 via
syndication
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Graph 18: Distribution of OLO 40 per investor type

Others 0.4% Insurance companies
17.2%

Banks 23%

Central banks 4.9%

Retail 0.5%

Pensions funds 6.4%

Portfolio managers
Hedge funds 4% 43.6%

37



Syndication of an OLO
FRN (OLO 39)

38

In April, in addition to the issue of two new benchmarks, the Treasury also
issued via syndication an OLO 'Floating Rate Note for a sum of 2 billion EUR.
This issue financed the reverse auction on 18 March 2002 of the traditional
Philippe XVII loan (7% with expiry on 21 November 2004). This reverse
auction was extremely successful, as the Treasury succeeded in buying back
the sum of 2.3 billion EUR.

The issue of this 'Floating Rate Note' had not been envisaged in the financing
plan for 2002, but given the size of the buyback the Treasury decided to
finance this separately and not increase the issue programme that had
already been announced. A previously unannounced increase in the OLO
offer could have had a temporary negative influence on the price of our
benchmarks, as investors attach great importance to the predictability of
offers.

The supply of EUR-denominated FRNs issued by sovereign governments
was very limited at that time and there was therefore significantly high
demand for floating securities with a high credit-worthiness. In addition, the
OLO-FRN (OLO 33) expired on 22 April. It was therefore highly probable that
a number of investors who had subscribed to OLO 33 would be interested in
a new OLO-FRN.

The standard term for an FRN is 3 or 5 years, but given the onerous
repayment schedule in 2005 and 2007 it was decided to have a term of 4
years (maturity date in 2006).

OLO 39 was launched via two joint lead managers: Barclays Capital and
Salomon Smith Barney. The allocation of the orders followed the ordinary pot
system. The coupon was fixed at Euribor 3 months minus 10 basis points.

Over 94% of the 'Notes' were placed outside Belgium: 26% in the Eurozone
outside Belgium, 65% in other European countries (the largest part in the
UK), 3% in America and 0.4% in Asia. Classed by type of investor, over 74%
went to portfolio managers, 21% to banks and 1.3% to central banks.

Graph 19: Overview of the geographical placement of OLO 39 via
syndication
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Graph 20: Distribution of OLO 39 by type of investor

Others
3.2%

Banks 21%

Central banks
1.3%
Portfolio managers
74.5%

In each of the four OLO auctions a benchmark OLO line was offered at 5
years (OLO 37 or OLO 26) and 10 years (OLO 38). This time the primary
dealers were also consulted about the choice of lines in the auctions. After
the syndication in May, OLO 40 was offered at an auction at the end of
October.

The average 'bid to cover' ratio of the four auctions was 2.19. This figure is
lower than in previous years (2.45 in 2000 and 2.89 in 2001), probably
because the average amount issued during the competitive part of the
auctions in 2002 was higher than in the previous year, namely 2.64 billion
EUR versus 2.29 billion. This increase was attributable to the change in the
strategy, whereby the emphasis was placed on buybacks instead of
exchanges. As a result the amounts taken up in the auctions had to be
increased.

Graph 21: Split of the auctions by issue term (5, 10 or 15 years) in 2002

25 — 15-year OLO (OLO 40)

B 10-year oo (01O 38)
2.0

- 5-year OLO (OLO 26 and 37)

15

1.0

In billions of EUR

0.5

March 2002 August 2002 October 2002 November 2002

Competitive auctions

39



Non-competitive
subscriptions

Exchanges

40

Graph 22: “Bid to cover” ratio in OLO auctions in 2002
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As a consideration for their active participation in the primary and secondary
markets, the primary dealers have the right to take part in non-competitive
subscriptions. They can then buy securities according to a ratio determined
by their accepted offers at the weighted average auction price. The right to
non-competitive subscriptions for all primary dealers taken together
amounted to 3.19 hillion EUR. Of this 52.11% was effectively exercised,
compared with 66.13% in 2001. The exercise is entirely dependent on the
market conditions at the moment of these non-competitive subscriptions. The
pronounced fall in interest rates during the auctions in March and November
led to the full exercise of their rights by the primary dealers.

Graph 23: Right and exercise of right to make non-competitive bids for
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In the context of the refinancing of the traditional loans that reach expiry
within 12 months, the Treasury organises exchanges at a pre-determined
price.

In 2001 the Treasury had already decided not to offer any more reference
loans (‘benchmarks') in exchange for old OLO lines and traditional loans that
reached expiry within 12 months, with the sole exception of OLO 31 (expiry:
2028).



Through this tactic they sought to create a scarcity effect in these loans and
S0 support the price.

This strategy was continued in 2002 in 6 exchanges that were performed on
2 traditional loans.

This first exchange in 2002 did not, however, appear in the calendar that was
announced before the year began. This exchange was specially organised
with the aim of reopening most OLO lines in exchange for the traditional
Philippe XV loan with an expiry date of 14 March 2002. Through this
reopening the Treasury made it clear that the OLO lines concerned fell within
the sphere of application of the European draft directive on savings taxation.
The bond loans issued before 1 March 2001 are not, in principle, subject to
this directive. The new tranches issued between 1 March 2001 and 1 March
2002 of loans issued before 1 March 2001 are not subject to the directive
either because of a 'grandfathering clause'. A tranche that is issued after 1
March 2002 on an existing loan does, however, fall within the scope of the
directive, so that the fungibility between the new tranche and the existing loan
is not continuous. However, the draft directive also provides for the possibility
of the government bringing the existing loans issued before 1 March 2001,
the new tranches of which will be issued on or after 1 March 2002, fully within
the scope of application of the directive by reopening these lines. Various
Member States of the European Union, including Belgium, have agreed to
make use of this possibility by issuing a new tranche on the relevant lines
after 1 March 2002. This will fully safeguard the fungibility. The new OLO lines
that were issued after 1 March 2001 automatically fall within the scope of
application of the directive and must therefore not be offered in exchange.

For the traditional Philippe XII loan - 6.5% with expiry on 15 March 2003 - 6
exchanges were planned, 5 in 2002 and one in 2003. As usual the Treasury
offered in exchange 8 OLO lines with maturity dates ranging from 2005 to
2028. These were selected on the basis of suggestions received from the
primary dealers.

The exchanges of the two traditional loans that reached their maturity dates
within the year have led to the issue of 1.33 billion EUR in new OLOs (5.11%
of the total issued amount), compared with 7.42 billion (28.56% of the total)
in 2001. This fall is obvious, given the decision by the Treasury to reserve for
buybacks the OLO lines with a maturity date within 12 months.

The average amount in exchanges was 222 million EUR, compared with 603
million in 2001. An exceptional case was noted in the month of June when
almost 710 million was exchanged. None of the last three exchanges reached
the level of 50 million EUR due to unfavourable market developments at the
time of the exchange transactions.

Globally considered, the primary dealers were chiefly interested in OLO lines
with expiry dates in 2005 (17.12%), 2010 (27.29%) and 2015 (18.86%).

European draft directive
on savings taxation
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Graph 24: Impact of the exchanges on the outstanding amount of the
traditional Philippe XIl loan
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Table 12: Reduction of the loans with maturity dates in 2002 and 2003
(in millions of EUR)

Loans Circulation Exchanged Bought-back % % Circulation
with maturity 31-12-01 amount amount exchange buyback at
in 2002 expiry
OLO 10 BE259 25/06/02 8687.9 2024 0.00%  23.30% 6 663.9
OLO 33 BE293 - FRN 2 000 0.00% 0.00% 2000
22/04/02
PH 15 BE280 - 14/03/02 1898.2 376.9 19.85% 0.00% 1521.3

Loans with maturity date in 2003

OLO 6 BE251 - 28/03/03 12 625.8 3305 0.00%  26.18%
PH 12/PH 13 BE271- 5877.2 1024.2 17.43% 0.00%
14/03/03

Loans with maturity date in 2004
PH 17 BE284 - 21/11/04 9576.0 2355.1 0.00%  24.59%

During 2002 two reverse auctions were organised. The first was held on 18
Buybacks via reverse March and related to the traditional Philippe XVII loan - 7% with expiry on 21
auctions November 2004. In this reverse auction 2.35 billion EUR was bought back,

which meant that the outstanding amount on this loan fell to 7.22 billion.

The Treasury organised a second reverse auction on 2 December in which
the OLOs 12 (maturity date 24 December 2012) and 23 (maturity date 28
March 2015) were bought back for 780 and 480 million EUR respectively. The
outstanding amount on OLO 12 remained unchanged however, because the
Treasury decided to keep the 780 million EUR bought back in portfolio for
repo purposes.
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Graph 25: Impact of the reverse auction on the outstanding amount of the
traditional Philippe XVII loan
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Since July 2001 the Treasury has been using the MTS Belgium platform for
its buybacks. This platform offers liquidity, efficiency and transparent pricing.
The buyback is performed via a separate segment (Belgian Buybacks / BBB),
to which the primary dealers and the Treasury have sole access. The
Treasury can only post purchase prices (for a minimum of 4 hours a day), but
it can intervene in the primary dealers' sales quoted on this segment. The
Treasury can also buy back by telephone, but no use has yet been made of
this channel.

In 2002 the buybacks on OLO 10 amounted to 2.02 billion EUR compared
with 2.17 billion in 2001. The amount at maturity date was thus reduced to
6.85 billion EUR. A total of 312.5 million EUR was kept in portfolio in the
months of March and April for repo purposes, but was ultimately repaid on 30
April.

Graph 26: Impact of the reverse auction and the buybacks in the
outstanding amount of OLO 10
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OLO 10 was replaced in portfolio by OLO 6 with an expiry date of 28 March
2003, the buybacks for which began in April. This was in line with the Treasury
strategy to start with the buybacks on OLO lines that reach their expiry date
within twelve months. The outstanding amount of OLO 6 evolved from 12.6
billion EUR to 9.3 billion EUR, a reduction of 3.3 billion or 26.18% of the total.

Graph 27: Impact of the buybacks on the outstanding amount of OLO 6
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(*) 500 000 000 euros were bought back and then kept in portfolio
(**) repayment of 500,000,000 euros on 19/12/2002

Graph 28: OLO buy-back programme via MTS Belgium (from January to
December 2002)
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In April 500 million EUR was kept in portfolio for use in repo transactions. This
amount was paid off in December and replaced by OLO 12, 780 million EUR
of which was bought back via a reverse auction.

The two new benchmark lines (OLO 38 and 40) were opened for splitting
immediately after issue. The first applications for splitting were received
several months later. By the end of the year the outstanding split amount was
respectively 184 and 165.25 million EUR for OLOs 38 and 40. OLO 37, which
was issued in 2001 and for which no applications for splitting were received
in that year, posted a modest circulation of 25.2 million euros in strips at the
end of 2002.

Compared with 2001 the global circulation of the strips rose by 1.6 billion
EUR to 6 billion or 4.20% of the total outstanding amount in the 13 splittable



lines. Of these 13 lines, six have their interest due date in the month of March,
six in the month of September and one in October. Although 4.20% seems a
low figure, the Belgian OLO strip market is the third largest in the Eurozone,
after France and Spain.

Graph 29: Outstanding amount of the split OLOs in 2002
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In 2002 the strip activities were concentrated on OLO 34 (September 2005),
OLO 35 (September 2010) and OLO 38 (September 2012). As is apparent
from graph 29, the strips on OLO 9 (October 2007) are still achieving the
highest circulation.

b. State Notes

In addition to linear bonds, the Belgian State also issues State Notes. These
are fixed interest long-term loans with an annual coupon. The first issue was
in 1996. State Notes are placed via a panel of 'placing institutions' (see list in
appendix) appointed by the Finance Minister after a selection procedure.
Since mid-1999 the State Notes have been issued in EUR only.

State Notes are a retail product intended for Belgian natural persons and
other investors such as:

- foundations;

- certain public institutions;

- non-profit bodies;

- churches or institutions that are classed in the national register of legal
persons under the heading 'religious bodies';

- similar institutions abroad.

As is the case every year, in 2002 there were four issues (see table 13, which
contains an overview of the issue terms and the amounts achieved). In
March, June and December 2002 the State Notes were issued for 100% of
their nominal value. In the issue on 4 September, however, the issue price
was 99.50%. This was the result of an interest rate increase on the bond
market between the moment that the coupon was established and the
launching of the Note. As a result the actuarial yield of State Note 5/7 rose
from 3.85% to 3.96% and that of the 8-year State Note from 4.20% to 4.28%.

A 'retail' product
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Table 13: The issue of the State Notes in 2002

Name Code Coupon Gross Amount
actuarial in EUR
yield

March 2002 State Note at 5 years
renewable up to 7 years
4 March 2002-2007-2009 946/73 4.40 % 4.40 % 299 000 000

State Note at 8 years
4 March 2002-2010 947/74 4.70 % 4.70 % 161 500 000

June 2002 State Note at 5 years
renewable up to 7 years
4 June 2002-2007-2009 948/75 4.60 % 4.60 % 216 000 000

State Note at 8 years
4 June 2002-2010 949/76 4.95 % 4.95 % 180 000 000

Sept. 2002 State Note at 5 years
renewable up to 7 years
4 Sept. 2002-2007-2009 950/77 3.85% 3.96 % 112 000 000

State Note at 8 years
4 September 2002-2010 951/78 4.20 % 4.28 % 117 500 000

Dec. 2002 State Note at 5 years
renewable up to 7 years

4 Dec. 2002-2007-2009 944/71 3.65 % 3.65 % 99 000 000
State Note at 8 years
4 December 2002-2010 953/80 4.05 % 4.05 % 133 000 000
Total: 1298 000 000

A new feature is that it is now possible to subscribe to State Notes 'by hame'
direct in the Ledgers of the Federal Debt. This facility was offered for the first
time for the 4 June 2002 issue. Before this, subscriptions by name were only
possible if a financial institution was used as an intermediary. For the sake of
clarity: 'subscriptions by name' are entries in a special register - a 'ledger’ -
which is maintained for each loan and in which the identity of the creditor and
the subscribed amount are recorded. The subscription by name in the ledger
constitutes the actual evidence of subscription for the subscribed creditors.

The Department of the Ledgers of the Federal Debt also takes care of
financial loan servicing, such as the payment of interest and the repayment
of the capital at an interim maturity date or expiry.

Subscription by name is not only possible for State Note subscriptions: it can
also be used when buying on the secondary market®.

t Subscriptions by name are not only possible for State Notes, but also for linear bonds,
traditional loans (bought on the secondary market) and Treasury certificates.



The Department of the Ledgers of the Federal Debt is open to everyone,
whether a private or an institutional investor, Belgian resident or non-resident
savers, or investors that are or are not exempt from the withholding tax.

c. Treasury bonds - Silver Fund

To meet the specific needs of the Silver Fund the Treasury can issue
‘Treasury Bonds - Silver Fund'. These non-negotiable securities offer the
Silver Fund the requisite flexibility in the execution of its investments and
ensure complete transparency with regard to the markets. They take the form
of a subscription by name in a ledger of the national debt.

During 2002 the Silver Fund invested a total of 1.06 billion EUR in "Treasury
Bonds - Silver Fund'.

To recap: the Silver Fund was founded in 2001 to help shoulder the budgetary
load resulting from the 'greying' of the population. The Fund has the aim of
setting aside reserves to finance - in the period 2010-2030 - the additional
expenditure of the various statutory pension systems. The income of the
Silver Fund consists of budgetary surpluses, social security surpluses, non-
fiscal receipts and revenues from investments.

1.2. EUR-denominated short-term debt

At the end of December 2002 the short-term debt was 33 billion EUR. The
Treasury certificates accounted for 82% of this and thus remained the
Treasury's most important financing instrument by far for bridging the
temporary imbalance between income and expenditure of the State.

a. Treasury certificates

The outstanding amount of the Treasury certificates fluctuated between 27
and 31 billion EUR, with an average of 29.3 billion EUR. In the publication of
the issue calendar for 2002, allowance was made for the traditionally positive
cash position of the Treasury at the end of the year and, as a result, no
auction was planned at the end of December.

In the auctions two lines were systematically offered: either a line at 3 or 6
months or a line at 3 and 12 months. Each new 12-month line was then filled
out during the year with issues at 6 or 3 months for the sake of the fungibility.

Investors continued to show interest in the Treasury certificates, as was
apparent from the 'bid to cover' ratio, i.e. the ratio between the amounts
offered and allocated in the auction. On the average the 'bid to cover' ratio
was 9.76 for the 3-month issue, 6.06 for the 6-month one and 3.89 for the 12-
month issue. The average amounts that were offered by the investors were
respectively 4.3 billion, 2.9 billion and 2.2 billion EUR for the 3-, 6- and 12-
month issues.

Competitive auctions
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Graph 30: Evolution of the outstanding amount of the Treasury certificates
from the end of 1991 to the end of 2002
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The lower 'bid to cover' ratio for the 12 months can be explained by the
Treasury's concern to guarantee sufficient liquidity right from the outset.
Conversely, in the 3-month segment a higher 'bid to cover' ratio was quoted
because the Treasury preferred to create a new 12-month line rather than
flesh out an existing 3-month line, and because the investors offered
considerable sums for this short-term benchmark. Compared with the year
before, the 'bid to cover' ratios rose in 2002, which suggests an increase in
the volume of the offers. At each auction there was accordingly sufficient
demand for certificates, so that the Treasury could make due allowance for
different variables such as the price, term and liquidity of the lines.

Graph 31: Overview of the issues of 6-month Treasury certificates
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After the first auction the volume of a new line at 12 months fluctuated
between 500 and 810 million EUR. On the average the issues at 3, 6 and 12
months were respectively 476.2 million EUR, 528.4 million and 594.5 million.
The efficient functioning of the Treasury certificate market and the interest of
the investors was also apparent from the fact that the difference between the
limit interest rate and the lowest offered interest rate in the auctions was on
the average less than 2 basis points, except when the Treasury increased its
12-month issues.



In spite of this minimal difference, some 50% of the participants in an auction
saw their offer accepted. On the average the offers of 6 participants were
accepted for the 3-month lines and of 8 participants for the 6- and 12-month
lines.

Graph 32: Overview of the issues of 12-month Treasury certificates
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Graph 34 shows the evolution of the spread between the weighted average
interest rate of the Treasury certificates and the Euribor in the 3-, 6- and 12-
month issues.

Graph 33: Weighted average interest rate of the Treasury certificates
at 3, 6 and 12 months in 2002
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The spreads compared with the Euribor for the three terms did not show any

noteworthy peaks with the exception of, in particular, the spreads in the 3-  ghort-term interest rate
and 6-month auctions at the end of the year. The clear increase in this  spreads

spreads was due to a combination of two factors: interest on the part of the

investors in sovereign securities and the reduced offer occasioned by the

large cash surpluses at the Treasury. On the average a spread in favour of

the Treasury was quoted of -13.45, -12.63 and -13.61 basis points for

respectively 3, 6 and 12 months.
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Graph 34: Spread between the weighted average interest rate of the
Treasury certificates and the Euribor at 3, 6 and 12 months in 2002
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In 2002 the take-up by primary dealers of their right to acquire Treasury
certificates via non-competitive subscriptions at the weighted average
interest rate of the auction was only 14%. This suggests that participation in
the non-competitive round is inspired by a certain opportunism. The interest
shown by the investors in non-competitive subscriptions is heavily dependent
on the market terms. Sometimes the subscriptions are very substantial
(50-80% of the subscription right) and sometimes virtually non-existent.

Graph 35: Right and exercise of the right to non-competitive subscriptions
in 2002
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b. Belgian Treasury Bills and the Interbank market in EUR

Belgian Treasury Bills (BTBs) in euros, like their counterpart in foreign
currency, are issued 'on tap' and by the same dealer group (see appendix).
Notwithstanding the programme's multicurrency character there are major
differences in issue strategy between the two.

The BTB programme is the most important financing instrument for the
management of the short-term debt in foreign currency. The BTB programme
in EUR on the other hand serves almost exclusively to create a bridge



between the Treasury's Interbank activities (usually with a term < 1 week) and
the Treasury certificates (issued with a minimum term of 3 months). The
weighted average term of the BTBs in EUR was therefore 15 days.

The programme is ideal for managing the liquidity surpluses of Belgian public
institutions. It is in line with the consolidation of the financial assets of the
government for the calculation of the public debt in accordance with the
Maastricht standards.

Graph 36: Evolution of the outstanding amount of the BTBs in EUR
in 2002
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In 2002 the nominal outstanding amount fluctuated within a fork from 400
million to 1.4 billion EUR, which is rather modest when compared with the
average nominal outstanding amount of the Treasury certificates (some 30
billion EUR). In total 1,187 issues were made, with an average of 15 million
EUR. The fluctuations in the outstanding amounts are primarily ascribable to
the presence or absence of major investors on this market.

The Treasury can itself act as BTB dealer and in this capacity it closed five
transactions in 2002.

The transactions on the Interbank market are actually the fine-tuning
instrument for settling the daily cash position. In 2002 the Treasury borrowed
an average of 91 million EUR on the Interbank market and itself placed there
an average of 231 million EUR. The monthly average was 143 transactions.
At the end of the year the outstanding amount of the Interbank loans rose,
primarily as a result of loans that were concluded with public institutions in
the context of the consolidation of the financial assets of the government for
the calculation of the debt ratio in accordance with the Maastricht criteria.

Since the introduction of the single currency the Treasury has regularly
performed liquidity deals (borrowings or placements) with other states from
the Eurozone in the light of their cash position. In 2002, 78 such deals were
concluded for a sum of 36.6 billion EUR (compared with 11 billion EUR
in 2001) and with terms ranging from 1 day to 2 weeks.

The Interbank market
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The increased volume is ascribable to the larger number of counterparties: 2
in 2001 compared with 5 in 2002.

2. THE EUR-DENOMINATED GOVERNMENT DEBT SECONDARY
MARKET

One of the most important objectives of the Treasury is to achieve a properly
functioning secondary market in its financial products, because this has an
immediately favourable influence on the issue price of newly issued
securities.

An important contribution to an efficient secondary market is made by the
electronic platforms, especially the MTS platforms (MTS Belgium, Belgian
Buybacks and EuroMTS). The success of these platforms has been so
tremendous that the secondary market can be subdivided into the secondary
market on the MTS platforms and the secondary market outside these
platforms. On the MTS platforms, transactions are concluded among the
participants in MTS, the marketmakers and the markettakers on the one
hand, and within the framework of the position-keeping of the trading
accounts of these participants on the other. On the national MTS platform,
MTS Belgium, the bulk of the marketmakers (16 out of 22) consists of primary
dealers.

On the secondary market outside the MTS platforms, the marketmakers and
markettakers can buy and sell in complete anonymity, because this market is
less transparent. What is more, on this market the securities of financial
institutions are distributed to investors (where appropriate via brokers) to the
investors and vice versa.

On the basis of the products traded, the secondary market can be divided
into two parts: the first comprises the outright transactions (separate buy and
sell transactions), the second the sell- and buybacks and the repo
transactions.

In this letter category, the contribution of the Treasury has become more
important through its participation in the repo market on MTS Belgium.
Through this involvement the Treasury hopes to increase the transparency of
repos. Until it started participating the Treasury's activities on the repo market
remained limited to the closing of repo transactions via brokers.

An active participation means that the Treasury can conclude both repos and
reverse repos. In the past the Treasury could not conclude repos because it
did not have any bonds in portfolio. For that reason, in 2002, thanks to the
buybacks via MTS Belgium and the reverse auctions a portfolio of Belgian
government securities was compiled.

2.1.The linear bond secondary market

The increase in the traded volume of buy and sell transactions (outright
transactions) in OLOs on the secondary market continued in 2002, albeit to
a lesser extent. This is apparent from the turnover figures published by the
National Bank of Belgium.



The figures for November and December are provisional, as the adjustment
for 'sell/lbuybacks™ for these months is only an estimate.

The average daily volume rose slightly, by 0.1 billion EUR to 2.3 billion EUR.
In March a peak was reached with an average daily volume of almost 3 billion
EUR in outright transactions in OLOs. As regards volume, January scored
highest with a total of 63.1 billion EUR, followed by March with 59.1 billion.
The syndication of OLO 38 in January was not of course entirely
unconnected with this.

The sustained growth in the secondary market was primarily occasioned by
the presence of the MTS platforms. On these platforms the average daily
volume increased by almost 200 million EUR, namely from 779 million in
2001 to 974 million in 2002.

Graph 37: Traded volumes on the secondary OLO market in 2002
(daily averages)
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In five of the twelve months the average daily volume on these platforms
exceeded the 1 billion EUR threshold, with a record being achieved in March
when 1.3 billion EUR was recorded. The importance of the MTS platforms on
the secondary market continues to grow and has climbed from 35% in 2001
to 41% in 2002.

The average share of the primary dealers in the traded volume on the
secondary OLO market was 56.51% in 2002 compared with 54.07% in 2001.
From this figures it is apparent that in 2002 the non-primary dealers and other
investors were once again especially active on the secondary market.

2.2.The Treasury certificate secondary market

Like that of the OLOs, the secondary market in Treasury certificates can be
divided into two parts: the outright transactions on the one hand and the sell-
and buybacks and repo trades on the other.

The quoting of the Treasury certificates on MTS Belgium that began in 2001
also had a positive influence on the secondary market in these securities in
2002.

t Sell/lbuybacks: These ‘sell/lbuybacks’ must be deducted from the figures on outright
transactions because they belong to the repos category.

Turnover of OLOs has
risen thanks to
electronic platforms
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The average daily turnover on the secondary market (including MTS
Belgium) grew from 799 million EUR in 2001 to 881 million in 2002. It peaked
twice above 1 billion EUR during September and December, hitting 1.02 and
1.4 billion EUR respectively. The latter figure set a new four-year record.

Graph 38: Traded volumes on the secondary market in Treasury
certificates in 2002 (daily averages)
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On MTS Belgium the daily averages varied between 190.5 and 360 million
EUR, with an average daily turnover of 295 million. The market share of MTS
Belgium increased by 32.5% in 2001 to 34% in 2002.

In 2002 the primary dealers were responsible for 69.75% of the secondary
market in Treasury certificates compared with 68% in 2001. These figures
show that even the non-primary dealers and other investors are active on the
secondary market, albeit to a lesser extent than is the case of OLOs.

2.3.The State Note secondary market

The State Notes are quoted on the fixing market of Euronext Brussels, which
guarantees a permanent liquidity. They can therefore be bought or sold at any
time.

At every issue the Belgian Securities Regulation Fund subscribes to State
Notes. In this way it builds up a portfolio in order to act as a counterparty on
the secondary market, both for the purchase and sale of these Notes.

The proportion of the State Notes on this market has risen consistently: 15%
in 1997, 22% in 1998, 31% in 1999, 40% in 2000, 46% in 2001 and 55% in
2002.

2.4.The Belgian repo market

The Treasury attaches great importance to an effectively functioning
secondary market, and the repo market is one of the most important
bulwarks of that market. If a market party does not have enough of a certain
government security he can provide temporary cover by concluding a repo
deal. The opportunity to temporarily dispose of or take up securities at cash



market prices can also have a favourable effect on the pricing of the primary
issues. By means of a repo an investor can also invest in government
securities for a term that differs from the normal one, without running a price
risk in doing so.

The repo market in Belgian government securities is one of the best
performing in the Eurozone.

The graph below provides an overview of the volumes of repo trades with
OLOs and Treasury certificates. These figures show the volumes that have
been settled in the Clearing of the National Bank of Belgium.

Graph 39: Overview of the traded volume (daily averages) on the repo
market of OLOs and Treasury certificates
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The trend already established in 2001 - a reduced activity in repos on OLOs
and an increasing activity in repos on Treasury certificates - continued in
2002.

The average daily turnover of the repos on OLOs fell from 4.2 to 3.3 billion = Repos on OLOs are
EUR and the monthly average from 88 to 69.5 billion EUR. On the other hand  declining but repos on
there is the increase in the daily average of the repos on Treasury certificates  certificates are

from 663 to 733 million EUR and of the monthly average from 14 to 15.5 increasing

billion EUR.

Three factors play a part in the fall of the repos on OLOs after the past few
years. First, the Belgian banks are holding their Belgian government
securities in portfolio to use them as collateral for the intraday credit in the
Clearing of the National Bank and for the repo transactions of the European
Central Bank. Second, a number of counterparties are taking part in a central
counterparty system such as 'LCH repoclear'. Market parties who take part
in a centralised system of this kind only notify the net balances of their global
trades to the settlements system of the National Bank of Belgium. Third, the
volumes settled in Euroclear and Clearstream are not included in the National
Bank's clearing statistics. In addition, no distinction can be made in the
systems of Euroclear and Clearstream between the buys and sells and the
repos. Due to the globalisation of the market parties and the compensation
('netting’) used by the settlement systems it is becoming more and more
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difficult for the Belgian Treasury and the other Member States of the EU to
obtain a clear overview of this secondary market.

As in previous years the terms of the repos on linear bonds, Treasury
certificates, traditional loans and strips were concentrated on the very short
term both as regards number and volume. Cumulatively more than 83% of
the repos were concluded with a maximum term of one week. This was
because the repo market on Belgian government securities is still cash-
driven. The market parties are therefore making ample use of the repos on
Belgian government securities to meet their liquidity needs. In this way they
can use pledging to obtain a better financing than they can via the Interbank
market where no sureties are required. In addition the credit lines at the
counterparties need to be drawn down less heavily thanks to the pledging of
the public debt instruments.

Graph 40: Traded repo volume per term in 2002
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Graph 41: Number of repos per term in 2002
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Repo transactions are also concluded via an electronic platform, especially

via Brokertec and to a lesser extent also via EuroMTS.



Graph 42: Amounts traded on the repo market via EuroMTS in 2002
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3. REPAYMENT OF THE EUR-DENOMINATED DIRECT DEBT

Table 14 shows an overview of the buybacks and repayments made by the
Sinking Fund.

a. Buybacks and exchanges

In 2002 a nominal 9,565.8 million EUR was repaid by buybacks or
exchanges, which is a slight fall in comparison with 2001.

The buybacks on the stock exchange via the Belgian Securities Regulation
Fund almost disappeared, but this was compensated by buybacks via the
Debt Agency. The nominal amount repaid through buyback via the Agency
was 8,164.10 million EUR.

2,355.10 million EUR were bought back in the Philippe loan code 284
(1995/1998/2001/2004 with variable interest); 2,805 million EUR in OLO 251
(9% 28 March 1992/2003); and 1,711.50 million EUR in OLO 259 (8.75% 25
June 1992/2002).

During 2002 the Debt Agency performed buybacks in OLOs 259, 251, 282
and 262. The securities bought back in respect of the first three OLOs were
- after being kept in portfolio for a short time - also repaid, which meant that
the repaid nominal amount increased by:

- 312.5 million EUR in OLO 259 - 8.75% 25 June 1992/2002;
- 500 million EUR in OLO 251 - 9% 28 March 1992/2003;
- 480 million EUR in OLO 282 - 8% 28 March 1995/2015.

The total nominal amount of linear bonds repaid rose by 154% in comparison
with 2001.

The traditional Philippe loans code 280 (8% 1995/2002) and 271
(1994/1997/2000/2003 with revisable interest rate) were offered in exchange
during 2002 for a total nominal amount of 1,401.10 million EUR, a fall of 44%
compared with 2001.
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In 2002 there were no exchanges of linear bonds.

These transactions were booked for an expenditure of 8,951.56 million EUR and locked up for 1,069.74
million EUR (transfer of OLOs 251 and 282 of December and exchange of the traditional Philippe loan
code 271 of December).

Table 14: Overview of the activities of the Sinking Fund

2002

NOMINAL POSTED

2002

Buybacks

Belgian Sec. Reg. Fund buyback
PH 284 buyback (Agency)

OLO 259 buyback

OLO 259 transfer

OLO 251 buyback

BEF
25 000 000
95 004 498 490
69 041 738 850
12 606 218 750
113 153 419 500

EUR
619 733.81
2 355 100 000.00
1 711 500 000.00
312 500 000.00
2 805 000 000.00

BEF
26 435 233
102 847 989 030
74 278 152 233
13 593 078 467
120 074 654 231

EUR
655 312.31
2 549 535 051.64
1841 307 297.05
336 963 613.36
2976 572 927.33

OLO 251 transfer 20 169 950 000 500 000 000.00 0 0.00 (¥
OLO 282 transfer 19 363 152 000 480 000 000.00 0 0.00 (¥
Traditional loan exchange (280.271) 56 520 215 729 1401 099 549.90 50 284 672 035 1246 524 459.28 (%)
OLO exchanges 0 0.00 0 0.00

Total 385 884 193 319 9 565 819 283.71 361 104 981 229 8 951 558 660.97
Sec. repaid by buyback/exchange/transfer.

Repayments

Drawdowns 438 289 550 10 864 914.13 486 463 800 12 059 122.61

Early repayments

Repayment at expiry date

(Early repayment + repayment at expiry date)
Total repayments

Sec. repayments dep. with State Treasurer
Securities repaid by drawdowns/repayments

27 673 248 394
398 086 600 305

426 198 138 249

686 001 908.64
9 868 309 051.46

10 565 175 874.23

(*) expenditure recorded = transfer of OLO 251 and 282 and exchange of December 2002

2001
Buybacks

Belgian Sec. Reg. Fund buyback

BEF

3 237 840 000

NOMINAL

EUR

80 263 957.03

2001

27 679 657 318
398 086 600 306

426 252 721 424

BEF

3 564 203 650

686 160 781.69
9 868 309 051.50

10 566 528 955.80

1069 739 908.21

POSTED

EUR

88 354 300.58

PH 284 buyback (Agency) 0 0.00 0 0.00
OLO 259 buyback 92 414 676 910 2 290 900 000.00 97 573 871 746 2 418 793 099.29
OLO 259 transfer 0 0.00 0 0.00
OLO 251 buyback 0 0.00 0 0.00
OLO 251 transfer 0 0.00 0 0.00
OLO 282 transfer 0 0.00 0 0.00

Traditional loan exchange (280.271)
OLO exchanges

Total
Sec. repaid by buyback/exchange/transfer.

Repayments

Drawdowns

Early repayments

Repayment at expiry date

( Early repayment + repayment at expiry date)

Total repayments

Sec. repayments dep. with State Treasurer
Securities repaid by drawdowns/repayments
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100 274 031 027
191 587 198 755

387 513 746 692

346 706 400
3188 726 101
437 990 001 863

441 525 434 364

2 485 728 299.45
4 749 322 600.08

9 606 214 856.56

8 594 627.16
79 046 455.27
10 857 488 537.73

10 945 129 620.16

100 274 031 027
226 433 443 764

427 845 550 187

389 074 338
3189 824 881
444 337 965 831

447 916 865 050

2 485 728 299.45
5613 138 450.12

10 606 014 149.44

9 644 900.90
79 073 693.32
11 014 850 454.04

11 103 569 048.26



b. Repayments

Activities associated with repayments decreased by 3% in 2002. In 2002 3
loans reached expiry: the traditional Philippe loan code 280 (8% 1995/2002
14 March 2002), OLO 293 (FRN 22 April 2002) and OLO 259 (8.75% 25
June 2002).

4. THE DEBT IN FOREIGN CURRENCIES

On 31 December 2002 the total debt in foreign currency converted was 5,464
million EUR. As in previous years, the proportion of the debt in foreign
currency compared with the total debt continued to fall: from 2.75% at the end
of 2001 to 2.08% at the end of 2002. Although the short-term debt in USD
and JPY was fully refinanced in EUR, the fall in the foreign currency debt in
2002 was less pronounced than in 2001 because hardly any CHF short-term
debt was converted into EUR. Due to the persistent strength of the CHF the
favourable market conditions that the Treasury were looking out for with a
view to reducing the foreign currency debt failed to materialise.

Graph 43: Reduction of the debt in foreign currency in 2002

5000 —

[ ] outrights
4000 | I 31/12/2002
[ 31/12/2001

3000 —

2000 —

In millions of EUR

1000 —

CHF JPY UsD
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The graphs 43 and 44 show respectively the reduction per currency and the
composition of the outstanding debt in foreign currency (converted to EUR on
the basis of the exchange rates as at 31 December 2002).

From graph 44 it appears that at the end of 2002 almost three-quarters of the
debt in foreign currency was outstanding in CHFE

4.1. Long- and medium-term debt in foreign currency

At the end of December 2002 the long-term segment of the debt in foreign
currency converted was 3,592.5 million EUR. As in previous years, no new
loans were issued in 2002 with a term longer than 1 year. Long-term loans
issued in USD and JPY that reached maturity in 2002 were renewed by
issuing loans in EUR. The long-term loans in CHF that reached maturity were
renewed by issuing short-term loans in CHFE

The graphs below show the maturity calendar for the foreign currency-
denominated debt respectively for all currencies together and per currency at
the end of December 2002. This maturity calendar can change in the light of

the management actions of the Treasury and therefore is of purely indicative
value.

Graph 45: Maturity calendar of foreign currency-denominated long-term
debt as at 31 December 2002
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Graph 46: Maturity calendar of the foreign currency-denominated
long-term debt as at 31 December 2002 split per currency
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4.2. Short-term debt in foreign currency

The short-term debt in foreign currencies at the end of 2002 converted was
1,871.7 million or 0.71% of the total debt.

The path traced by the outstanding amount was once again a capricious one.
The fluctuations were ascribable partly to the short-term refinancing of
expired long-term loans in CHF and partly to the conversion into EUR of JPY
and USD debt.

During the end-of-year period a part of the debt in CHF (the equivalent of 772
million EUR) was swapped to EUR. This was in line with the strategy of
making efficient use of the EUR surpluses at the end of the year. At the start
of 2003 the corresponding amount was reabsorbed into the short-term CHF
debt.

For the financing of the foreign currency-denominated short-term debt the
Treasury made use of the BTB programme and the Interbank market.

a. Belgian Treasury Bills (BTBs)

The refinancing of the short-term foreign currency-denominated debt
proceeded along traditional lines, primarily via the issue of BTBs.

BTBs: the most

The outstanding amounts of BTBs issued in foreign currencies fluctuated . :
important instrument for

within a fork of 1,700 to 3,100 million EUR. Such a volume guarantees an foreign currency-
efficient functioning of the programme, given that for this purpose an  j..ominated short-term
equivalent of 2 billion USD is regarded as a lower limit. debt

The weighted average term of the BTBs in foreign currency was 3 months. As
always the Treasury showed great flexibility in its choice of terms. One of the
most important characteristics of a CP programme is that it is tailored to the
investor.

As in the second half of 2001, in the first 10 months of 2002 issues had a
spread of 6 to 8 basis points below LIBOR, whereas LIBOR - 12 is regarded as
the reference value.

Graph 47: Outstanding amounts of the BTBs in foreign currency in 2002
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This spread reflected the unfavourable evolution on the ECP market for
sovereign issuers. At the end of September there was an improvement
however, and from November onwards the Treasurer once again reached the
reference value of LIBOR - 12.

Due to the unfavourable evolution on the ECP market, in 2002 some degree
of flexibility was introduced when choosing the amount to be issued. If the
Treasury was able to obtain favourable issue terms, i.e. a larger spread
compared with LIBOR than that normally applicable, issues were sometimes
larger than the usual equivalent of 50 million USD.

Finally it must be stated that in 2002 the Treasury only once made use of the
opportunity to itself act as dealer.

b.The Interbank market

As is customary the Treasury tried to limit its appeals to the expensive
Interbank market. In 2002 a total of 200 transactions were concluded with a
term of 2 days to 1 week. The Interbank market served to finance small open
balances after the issue of BTBs or to invest the proceeds of BTB issues in
the light of treasury requirements.

On a number of occasions an appeal was also made to Interbank borrowings
when the Treasury was unable to obtain favourable terms elsewhere.

5.THE DEBUDGETISED AND GUARANTEED DEBT
5.1.The debudgetised debt

The private state loans concluded within the framework of the Central Office
for Mortgage Credit (CBHK/OCCH) and the National Institute for Agricultural
Credit (NILK/INCA) have all reached expiry. Even so, the outstanding
debudgetised debt in 2002 rose slightly. This increase was primarily due to
the Federal Investment Company, which was assigned the task by Royal
Decree of 21 January 2002 of co-financing the social plan for SABENA at the
State's expense. To this end a loan of 40 million EUR was taken out at the
beginning of the year, followed by an additional loan of 20 million EUR in
December, both with a term of 1 year.

Table 15: Evolution of the debudgetised debt (in billions of EUR)

1997 1998 1999 2000 2001 2002

1.72 1.65 1.53 1.20 0.88 0.89



Various drawdowns were also made by the Construction Board, which
increased its outstanding debt to 277.74 million EUR (an increase of 7%).

5.2.The guaranteed debt

In the aftermath of the bankruptcy of SABENA in November 2001, the State

had to make an early repayment of the still outstanding amount of a loan with Sabena

a state guarantee of 4.7 billion BEF (1990-2007) on 25 March 2002. A total

of 41.96 million EUR was deposited: 41.12 million EUR in capital and 0.84

million EUR in interest.

Under article 9 of the Law of 17 March 1997 on the financing of the High- _ .
HST-Financiere TGV

Speed Train project, HST-Financiere TGV concluded a loan of 35 million USD
with a swap to EUR. The total outstanding debt under state guarantee of HST-
Fin fell to below the level of 1.86 billion EUR - the level below which the state
guarantee is furnished free of charge. Because however the premium of
0.25% is calculated on the part of the loans that pro rata exceeds 1.86 billion
EUR, HST-Fin still has to pay a premium of 2,029.15 EUR for 2002, a fall of
98% in comparison with 2001. The outstanding debt in commercial paper of
HST-Fin fell from 262.73 million EUR to 173.53 million EUR. As for risk
management a number of swaps were also restructured.

The Sinking Fund for Social Housing Loans (ALESH/FADELS) concluded A ESH/FADELS
refinancing loans for a total amount of 650 million EUR. The total outstanding

debt fell by a quarter of a billion EUR to 4.33 billion EUR. This debt will be

included in the total government debt according to the Maastricht norms.

Table 16: Outstanding amount of the guaranteed debt (in billions of EUR)

1997 1998 1999 2000 2001 2002
In EUR 18.30 17.19 17.54 16.55 12.79 11.30
In foreign cur. 457 4.35 1.07 0.45 0.47 0.39
Total 22.87 21.54 18.61 17.00 13.26 11.69
*
* *
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PART IV

ORGANISATIONAL DEVELOPMENTS

Organisationally, 2002 was dominated by the following aspects.

1. Induced trends

In 2002 there were some important developments in business organisation
both nationally and internationally that related directly or indirectly to the
management of financial and operational risks. We are referring to the
discussions of the Basle Il standards for operational management in financial
institutions, the introduction of the 'Sarbanes-Oxley Act' on reliable company
reporting and the entry into force of the Belgian legislation on competent
management. The Treasury Administration has closely monitored these
developments.

They coincided neatly with two other trends: the rationalisation programme
within the Federal Government in the context of the Copernicus Plan, which
also applies to the Treasury Administration, and the striving for the physical
security and guaranteed continuity of essential services in Belgium.

2. Internal organisational changes

The following fundamental orientations were taken on board:

strengthening of financial risk management by introducing new
instruments to increase the objectivity of the management audit;

- integration of IT applications relating to debt management around a
central database running from the Agency to the peripheral departments
of the Treasury. A form of integration and/or electronic data exchange with
the National Bank of Belgium is also under study;

- encouragement of electronic reporting of transactions by the primary
dealers and the recognised dealers to the market authority (the Belgian
Securities Regulation Fund) with a view to improved transparency and
better management of the markets;

- preparation for the reorganisation of the Finance Ministry to form the
Federal Public Service Finance and the appointment of a chairman as
head of the executive departments.
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3. Security and continuity planning

The securing of crucial financial activities was a primary concern in 2002 and
in a certain sense formed a continuation of the IT problems relating to Y2K.

The Debt Agency has worked out a continuity plan for the crucial executive
activities of debt management in the case of any incident arising relating to,
inter alia, the installations, equipment, operation and power supply.

An emergency site has been set up outside the walls of the Treasury
Administration with the logistical cooperation of the country's financial
authorities. This site allows for a rapid recovery of all data required for a
smooth resumption of the debt and treasury management of the Federal
Government.

The emergency site is continuously updated and improved and undergoes
periodic technical and operational tests.

4. Operational management

The executive services of the debt management department come under the
continuous supervision of the management of the Treasury Administration.
The latter has organised a specialist internal audit for the prudential
supervision and consultancy services.



GLOSSARY

The definitions listed in this glossary are intended to provide the reader with a better understanding of the
terms used in this Annual Report on the Public Debt or other terms which are found in previous reports or
in literature on managing Belgian public debt. They do not have any scientific purpose.

Auction

Competitive procedure used by the Treasury to issue linear bonds and Treasury certificates. These
auctions are exclusively reserved for primary dealers and recognised dealers in Treasury securities.

Belgian Treasury Bills

Treasury bill programme issued in euros or in an OECD member state currency and invested by dealers
specially appointed for this purpose by the Treasury.

Buy-backs

Redemption of loans (essentially linear obligations) effected by the Treasury by means of the MTS Belgium
electronic platform. These operations are carried out at a fixed price on a separate segment of the platform
("Belgian Buy-backs - BBB) to which only the Treasury and primary dealers have access, where the
Treasury posts buying prices. It can accept sale prices attached to the segment by primary dealers.
Clearing system

Name of the securities clearing and fiscal liquidation system organised by the National Bank of Belgium.
It should be noted that this system does not provide real securities clearing due to the lack of a central
counterparty.

Debudgetised debt

All borrowings contracted by the State which are not included in the official listing of the public debt. These
sums are borrowed by independent public bodies or local authorities instead of the central authority to
meet expenditure associated with the latter’s budget.

EuroMTS

Private-sector company operating an electronic trading platform which processes various securities
representing the debt of sovereign States in the euro zone and other major private issuers.

Exchange offers

Offers where an old debt instrument (OLO or traditional debt instrument) can be exchanged for other OLO
securities with various residual maturities.

Floating debt

Short-term debt. Only the interest payable on this debt is registered as credit in the public debt budget,
while the yield from short-term issues and their reimbursement are booked in a treasury account.

Funded debt
Long-term debt (over 1 year) where the product from the issue is transferred to the Budget for Ways and

Means. This debt can lead to contractual amortisation via annual allocations registered in the public debt
budget.
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FX-Swap

An Fx-Swap is a spot currency purchase or sale, coupled with a simultaneous reverse forward operation.
It therefore amounts to a transaction which combines a spot operation with a forward operation concluded
at the same time with the same counterparty and for the same principal sum.

Law containing the Budget for Ways and Means

Law which authorises the Executive to recover taxes, to collect non-fiscal receipts and to finance by
borrowing the section of the Treasury financing requirement which is not covered by taxation and non-fiscal
receipts for the budget year.

Linear bonds (OLO)

Medium and long-term dematerialised securities issued by the Treasury in successive tranches to form a
single line with fungible securities.

Local authority debt

Debt incurred by Regions and Communities, provinces, municipalities, intermunicipal authorities and
various institutions such as C.P.A.S., church councils, etc.

MTS Belgium

Private-sector company which manages an electronic trading platform which lists linear bonds and
Treasury certificates. Primary Dealers are expected to be members of this company.

Net financing requirement (NFR)

Balance of receipts and expenditure of the combined public services (i.e. the federal authorities, Regions
and Communities, the social security service and local authorities) established using the SEC national
accounts methodology. This balance notably includes debudgetised debt but excludes loan allocations and
financial holdings. It differs from public authority financial deficits (the Treasury’s Net Financing Borrowing
comprises one component of these), mainly due to time differences between the dates for recording
operations under the two systems and imperfect data collection.

NFB (Net Financing Borrowing)

Sum of the balance of current and capital operations as well as treasury operations (apart from debt
amortisation). In theory, the Net Financing Borrowing corresponds to the growth in public debt. In practice,
a certain number of technical factors explain the difference between the Net Financing Borrowing and the
nominal variation in the public debt.

Primary Dealers

Financial intermediaries linked to the Treasury by a schedule of conditions in order to activate the primary
market in linear bonds and Treasury certificates, to facilitate OLO stripping, to ensure the liquidity of these
securities in the secondary market and to promote Belgian debt.

Primary markets

Markets where new debt securities are issued using different techniques selected by the issuer and
determined in the debt instrument issuance contracts.
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Public debt

In the strict sense of the term, public debt merely comprises Belgian State debt (i.e. federal authority debt)
while excluding guaranteed debt, debudgetised debt as well as debt owed by other public authorities
(Communities and Regions, etc.).

Public debt ledgers

Registers listing registered securities for State bonds and the transfers of ownership of these securities.
Copies of the ledgers are kept in the Audit Office.

Recognised Dealers

Financial intermediaries linked to the Treasury by a schedule of conditions. They are distinguished from
the Primary Dealers by the fact that they have fewer rights and obligations given that their primary task is
to promote Belgian debt abroad.

Reverse auction

In general this type of redemption is effected by the Treasury in order to warn the market of its intention to
buy back (on a fixed line). Prices are determined by the market up to a certain limit determined by the
Treasury.

Secondary markets

Markets where there is trading in financial instruments in circulation. There are two regulated markets for
the Federal authority’s debt securities:

1. the stock exchange funds market (“Euronext Brussels”) where notably OLOs and traditional debt
instruments issued by the State or certain local authorities are listed,;
2. the secondary off-exchange market in linear bonds, split securities and Treasury certificates

regulated by the Royal Decree dated 22 December 1995 (Belgian Official Journal 3 January 1996).
Finally, trading in these securities can also be carried on outside any regulated market subject to receiving
explicit authorisation from the investor.

Securities Regulation Fund

An independent public body with the following powers. It:

- regulates the secondary market in public funds, primarily on behalf of private individuals;

- acts as the market authority in the regulated unlisted secondary market in OLOs, Treasury certificates
and split securities;

- supervises and controls establishments which hold dematerialised public debt securities on behalf of
third parties;

- assists in managing the public debt.

State-guaranteed debt

All debt instruments issued by public sector organisations or institutions to cover their own financing needs

and which are guaranteed by the Federal State. The State only bears the financial expenses when the

issuer defaults on payment.

Treasury certificates

Short-term securities in euros issued by the Treasury via competitive auctions. They exist in three standard
issue maturities: 3, 6 and 12 months.
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LIST OF DEALERS IN BELGIAN TREASURY SECURITIES

ABN AMRO Bank NV
250 Bishopsgate
GB - London EC2M 4AA

BARCLAYS CAPITAL
5 The North Colonnade - Canary Wharf
GB - London E14 4BB

BNP PARIBAS
10 Harewood Avenue
GB - London NW1 6AA

CREDIT AGRICOLE INDOSUEZ
9, Quai du Président Paul Doumer
F - 92920 Paris-la-Défense

DEUTSCHE BANK
Grosse Gallusstrasse 10-14
D - 60272 Frankfurt-am-Main

DEXIA GROUP
Pachecolaan 44
B - 1000 Brussel

FORTIS BANK/BANQUE
Warandeberg 3
B - 1000 Brussel

GOLDMAN SACHS INTERNATIONAL
Peterborough Court - 133 Fleet Street
GB - London EC4A 2BB

IMI SAN PAOLO
Corso Matteotti, 6
| - MILANO - 20121

CAIXA GERAL DE DEPOSITOS
Avenida Joao XXI, 63
P - 1000-300 LISBOA

CITIBANK

33 Canada Square
Canary Wharf

GB - London E14 5LB

DEUTSCHE BANK AG LONDON
6 Bishopsgate
GB - London EC2N 4DA

DEXIA GROUP
Pachecolaan 44
B - 1000 Brussel

PRIMARY DEALERS

HSBC - CCF

103, avenue des Champs-Elysees

F - 75008 Paris

ING - BBL
Marnixlaan, 24

B - 1000 Brussel

JP MORGAN SECURITIES LTD LONDON

125 London Wall

GB - London EC2Y 5AJ

KBC Bank NV
Havenlaan 12

B - 1080 Brussel

MORGAN STANLEY AND CO INT.
20 Cabot Square - Canary Wharf

GB - London E14 4QA

SCHRODER SALOMON SMITH BARNEY
Citigroup Centre, 33 Canada Square

Canary Wharf

GB - London E14 5LB

SOCIETE GENERALE
17, Cours Valmy - Tour Société Générale
F - 92987 Paris-La Défense

UBS LTD

100 Liverpool street

GB - London EC2M 2RH

RECOGNIZED DEALERS

CREDIT SUISSE FIRST BOSTON
One Cabot Square
GB - London E14 4QJ

LEHMAN BROTHERS
One Broadgate
GB - London EC2M 7HA

BTB DEALERS

FORTIS BANK/BANQUE
Warandeberg 3
B - 1000 Brussel

GOLDMAN SACHS INTERNATIONAL
Peterborough Court

133 Fleet Street

GB - London EC4A 2BB

NOMURA INTERNATIONAL PLC
Nomura House

1 St Martin's-le-Grand

GB - London EC1A 4NP

NORDEA BANK
Christiansbro

3 Strandgade

PO Box 850

DK - 0900 Copenhagen C

KBC BANK NV
Havenlaan 12
B - 1080 Brussel

UBS LTD
100 Liverpool street
GB - London EC2M 2RH
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AXA BANK BELGIUM

BBL ING

CPH BANQUE

LANDBOUWKREDIET

DE BUCK EN CO,
VERMOGENSBANK

BANK DEGROOF

DEUTSCHE BANK

BANK DEXIA

DIERICKX, LEYS EN CO,
EFFECTENBANK

FORTIS BANK

KBC BANK

LELEUX ASSOCIATED BROKERS

BANK NAGELMAECKERS 1747

BANK VAN DE POST

OOSTVLAAMS BEROEPSKREDIET

VAN DE PUT EN CO
EFFECTENBANK

WESTKREDIET

WEST-VLAAMSE BANK

PLACING INSTITUTIONS

Grote Steenweg, 214
Vorstlaan, 23

Marnixlaan, 24

Rue Perdue, 7

Sylvain Dupuislaan, 251

Kouter, 27

Nijverheidsstraat, 44

Marnixlaan, 13-17

Pachecolaan, 44

Kasteelpleinstraat, 44

Warandeberg, 3

Havenlaan, 2

Wildewoudstraat, 17

Sterrenkundelaan, 23

Koloniénstraat, 56
Dr A.Rubbensstraat, 45

Mechelsesteenweg, 203

Markt, 2

Adriaan Willaertstraat, 9

2600 (BERCHEM) ANTWERPEN

1170 BRUSSEL

1000 BRUSSEL

7500 DOORNIK

1070 BRUSSEL

9000 GENT

1040 BRUSSEL

1000 BRUSSEL

1000 BRUSSEL

2000 ANTWERPEN

1000 BRUSSEL

1080 BRUSSEL

1000 BRUSSEL

1210 BRUSSEL

1000 BRUSSEL

9240 ZELE

2018 ANTWERPEN

8790 WAREGEM

8000 BRUGGE
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Treasury Administration
ORGANISATION CHART

Jean-Pierre ARNOLDI, Administrator General
Hiliana COESSENS, Director General

Debt department

Public debt department

Auditor General of Finances
O. VAN DRIESSCHE

Studies department

Directorate 10
Director

M. SEMPELS
Treasury position
Forecasts
Accounts

Directorate 12

Director

P. RAEPSAET

Financial servicing of borrowings
Ex-Congo debt instruments
Printing

Directorate 13

Director

P. RAEPSAET

Redemption Fund

State guaranteed borrowings
Financial relations with
public authorities and
organisations

Directorate 15
Director

A. GUBIN

Ledgers

Personal registrations
Attachments against
securities and National
Securities Office
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Debt agency

D1 D2
Director Director
B. RICHARD J. DEBOUTTE

Front office

management
Assistant director Assistant director
A. LECLERCQ B. DEBERGH

Assistant director
S. DE SMEDT

2. Legal department
and communication
Assistant director
S. THEYS

3. Marketing

and product

development
Assistant director
J.L. STEYLAERS

1. Strategy and risk

D3
Director
F. VAN BELLE

1. Back Office

Assistant director
Ph. LEPOUTRE

2. Systems
Assistant director
Th. GEELS

Auditor-adviser
E. ANNE
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Printed at the Federal Public Service Finance
Kunstlaan 30 - 1040 Brussels

May 2003

Additional information can be obtained
from the Debt Study Department at the address shown above.
(Mr. Didier DELETRAIN Tel.: 02 - 233 73 96 - Fax: 02 - 233 71 14)
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