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INTRODUCTION

C

ompiled pursuant to the Federal Law on
the Central Bank of the Russian Federa
tion (Bank of Russia), the Bank of Russia
Annual Report reflects the results of the work
done by the Bank of Russia in 2007 to ensure the
stability of the ruble, improve and strengthen the
country’s banking system and upgrade and en
sure the effectiveness of the payment system. This
Report contains information for a wide range of
economic agents on the results of the Bank of
Russia’s work in 2007 and includes Bank of Rus
sia annual financial statements, the auditor’s re
port and the report by the Audit Chamber of the
Russian Federation.
In 2007, Russia’s gross domestic product con
tinued to grow faster than the world economy.
There was a rise in employment and real money
income kept growing at rapid rates. Fixed capital
investment increased significantly.
During the year under review the Russian
economy was affected by both a favourable price
situation for Russian exports and instability on
world financial markets, caused by the US mort
gage crisis, which created confusion in the direc
tion of capital flows.
Rapid economic growth was due to the expan
sion of demand for domestic products, while the
external factors stimulated growth in exports. At
the same time, demand for imports increased sig
nificantly due to growth in revenues in the
economy. As a result, the current account sur
plus contracted, but, despite the withdrawal of
funds from Russian assets by foreign investors in
the third quarter, net capital inflow into the pri

vate sector increased considerably and far sur
passed the projected amounts and proceeds from
current operations.
Using the managed floating exchange rate re
gime, the Bank of Russia cushioned fluctuations
in the exchange rate of the ruble, restraining the
pace of its appreciation. Bank of Russia interven
tions on the domestic foreign exchange market led
to further significant growth in international re
serves and this strengthened the financial posi
tion of the country but made it more difficult to
implement a monetary policy aimed at reducing
inflation.
As foreign currency flowed into the country,
the monetary policy and the Russian Federation
Stabilisation Fund helped control the excess
money supply created by currency interventions.
Nevertheless, although M2 growth slowed down
in the second half of 2007, it remained high last
year and exceeded the projected increase in money
demand. This process showed that growing money
supply created a risk for price stability not only
in the year under review, but also in the medium
term.
As budget expenditure rose, consumer de
mand continued to increase. As before, labour
productivity grew more slowly than real wages
and this also created the risk of higher inflation.
The problem was compounded by the fact that
food prices were rising on the world market and
inflation was accelerating in the countries trad
ing with Russia. As a result, consumer price
growth grew in 2007 and fullyear inflation
reached 11.9%.
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In 2007, the banking sector continued to dem
onstrate dynamic growth and its functional role
in the economy has increased. This was the re
sult of the measures taken by the Bank of Russia
to strengthen the banking sector’s capital base,
improve the quality of banking risk management
and upgrade the deposit insurance system.
The concentration of banking capital allowed
the banking sector to meet to a fuller extent the
demand for banking services and made Russian
credit institutions more competitive. The grow
ing presence of credit institutions with foreign
interest on the Russian banking services market
gave additional impetus to competition in the
banking sector.
The world liquidity crisis became a serious test
for the Russian banks. The shortage of funds on
world financial markets in the second half of 2007
stimulated the Bank of Russia to maintain the
banking sector’s current liquidity by refinancing
Russian banks. As a result, by most of the key
indicators the Russian banking sector’s perfor
mance in 2007 was better than in 2006 and by
some indicators it was just slightly worse than in
the previous year.
The problems of the world financial markets
compelled the Bank of Russia to pay more atten
tion to the assessment of liquidity of credit insti
tutions, the performance of banks oriented to ex
ternal borrowings and the effectiveness of the li
quidity risk management system. It also took a
series of measures to reduce to a minimum the
adverse impact of the crisis on the value of its for
eign exchange reserves.

The efforts made by the Bank of Russia to im
prove the institutional structure of the banking
sector served the purpose of making it easier for
credit institutions to set up new internal divisions
and branches, encouraging the development of new
banking services, ensuring transparency of the
ownership structure of credit institutions and pro
tecting the market against violators of banking
laws. These measures led to a growth in the range
of banking services, which became more accessible
and affordable, and the further organisational and
financial rehabilitation of the banking sector.
The upgrading of the payment system in 2007
made banking services more effective and the pay
ment services provided by the banking system less
costly and more affordable, and stimulated the use
of new, advanced methods of effecting noncash
retail payments. To implement the Russian Bank
ing Sector Development Strategy until 2008, the
Bank of Russia in the second half of 2007 put into
operation a realtime banking electronic speed
payment system (BESP).
To make its activities transparent, the Bank
of Russia in 2007 continued to publish analytical
materials and statistical data in the Bank of Rus
sia Bulletin and the Bulletin of Banking Statis
tics and post them on its website. In 2007, the
Bank of Russia launched two new specialised pub
lications, Bank of Russia Currency Reserve Man
agement and Payment and Settlement Systems
and created on its website a section titled BESP
System. In addition, the Bank of Russia created
an Extranet portal for contact with credit insti
tutions.

9

THE ECONOMIC AND
FINANCIAL SITUATION
IN RUSSIA

I

BANK OF RUSSIA

2007

ANNUAL REPORT

I.1. THE ECONOMIC SITUATION IN RUSSIA

In

2007, the Russian economy developed in
a situation of favourable prices of Rus
sian exports on world markets and rapid
growth in domestic demand. The growth of gross
domestic product (GDP) and fixed capital invest
ment accelerated, real disposable money income
continued to increase, unemployment declined
and a federal budget surplus remained.
The balance of payments was stable. Capital
flow to the private sector and growth in foreign
exchange reserves reached the highest levels since
1992. At the same time, the current account sur
plus went down year on year.
Russia’s foreign debt continued to decrease
due to both scheduled and aheadofschedule pay
ments. Russia continued to repay its debt to the
Paris Club of creditor nations, but the debt bur
den1 on the country’s economy increased due to a
growth in private sector debt.
In 2007, rapid growth in aggregate demand,
especially due to massive inflow of foreign capi
tal, significantly increased the risk of higher in
flation.
Consumer price inflation increased by
2.9 percentage points, as compared with 2006,
and stood at 11.9% (December on December).
The target set for 2007 inflation was surpassed.
Core inflation stood at 11% as against 7.8% in
2006. Significant growth in food prices (to 15.6%
1

as against 8.7% in 2006) made a substantial con
tribution to the acceleration of price growth. Food
prices rose in many countries in 2007.
Nonfood prices increased by 6.5% in 2007,
exceeding the previous year’s growth by half a
percentage point. Prices of construction materi
als went up by 16.2% (as against 11.5% in 2006).
Growth in the prices of paid services provided
to the public slowed down slightly: in 2006 ser
vice prices grew by 13.9%, whereas in 2007 they
increased by 13.3%. Growth in administered ser
vice prices slowed down by an estimated 0.1 per
centage points. The most significant slowing of
growth was registered in rent and public utility
prices (to 14% from 17.9% in 2006).
Industrial producer prices rose by 25.1% in
2007 (as against 10.4% in 2006). The accelera
tion of growth in industrial producer prices was
due to a 52.3% increase in producer prices in the
mining sector (as against a 1.6% growth in
2006). Producer prices in the production, trans
mission and distribution of electricity grew by
15.0% (as against 9.8% in 2006).
In the manufacturing sector price growth ac
celerated to 17.9% as against 13.3% in 2006. The
biggest increase in producer prices was registered
in the production of coke (88% as against a fall
of 4.7% in 2006) and petroleum products (42.2%
as against 3.1% a year earlier).

Foreign debt to GDP.
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Real disposable money income increased by
10.7% in 2007 (as against 13.5% in 2006). There
was a rise in wages and salaries and government
expenditures on social security. Growth in incomes
was accompanied by a rapid expansion of consumer
lending. As interest rates on deposits were too low
to stimulate savings, the share of household spend
ing on goods and services increased.
The acceleration of growth in government ex
penditures on final consumption (from 2.5% in
2006 to 5.0% in 2007) stimulated a more rapid
increase in domestic demand.
Gross capital formation increased by 22.6%
in 2007 (as against 18.3% in 2006). The biggest
fixed capital investments were made in trans
portation and the fuel and energy sector.
In 2007, as in the previous year, fixed capital
investments were financed mainly by borrowed
funds. Bank loans accounted for 9.4% of the in
vestment financing.
As imports grew considerably faster than ex
ports, net exports of goods and services decreased
by 28.1% in 2007.
Positive trends continued in foreign trade in
2007. As the terms of Russia’s trade with other
countries improved, the terms of trade index rose
by 3% (as against 11% a year earlier).

As the number of gainfully employed citi
zens continued to grow in 2007, the number of
unemployed continued to go down. The total
number of jobless, calculated according to a meth
odology developed by the International Labour
Organisation (ILO), stood at 6.1% of the eco
nomically active population (as against 7.2% in
2006).
GDP increased by 8.1% in 2007 (as against
7.4% in 2006). The most rapid rates of output
growth were registered in construction, commu
nications and retail and wholesale trade. Growth
in industrial output remained unchanged from
2006 at 6.3%.
The positive net financial result in the
economy1 increased by 17.7% in 2007 year on
year and reached 5,726.3 billion rubles. The
share of lossmaking enterprises contracted by
6.3 percentage points to 23.4% of total enter
prises. The rate of return on goods, produce, work
and services sold2 rose slightly in 2007 (to 12.5%
as against 12.3% in 2006).
Economic growth was due to the rapid expan
sion of investor and consumer demand. Growth
in expenditures on household sector final con
sumption accelerated to 12.8% in 2007 from
11.2% in 2006.
1
2

Excluding small businesses, banks, insurance companies and budgetfinanced organisations.
Profit (loss) from sales to proceeds from sale of goods, produce, work and services.
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GDP CONSUMPTION
(as % of previous year)
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Growth in export prices slowed down in 2007.
There was also a slowing of growth in Russian ex
port volumes. Exports of natural gas decreased as
compared with the previous year. The value of oil
exports in 2007 grew faster than overall exports,
whereas the value of petroleum products and natu
ral gas exports increased more slowly than exports
in general. Growth in other exports accelerated and

their growth rates were higher than those of the
major energy exports (oil, petroleum products and
natural gas). The share of the major energy prod
ucts in the commodity structure of exports con
tracted as the share of natural gas shrank, while
the share of oil expanded.
Import growth continued to accelerate in
2007, mostly due to the expansion of import
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volumes. As a result of the rise in world food
and raw material prices, growth in import
prices also accelerated, although the expansion
of import volumes continued at rapid rates. The
value of imports of investment goods continued
to increase faster than the value of consumer

goods imports. At the same time, imports of
nonfood consumer goods grew almost as fast
as imports of investment goods. The share of
machinery, equipment and transport vehicles
continued to expand in the commodity struc
ture of imports.
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I.2. GOVERNMENT FINANCE
AND DOMESTIC GOVERNMENT DEBT

T

he budget policy in 2007 was aimed at
maintaining a wellbalanced budget system
and accumulating additional revenues
from the severance tax and oil export duties in
the Stabilisation Fund of the Russian Federation
(hereafter Stabilisation Fund) for the purpose of
ensuring macroeconomic stability and the effec
tiveness of budget expenditures.
Several factors contributed to the stability of
government finance. Fasterthanexpected
growth in export and import volumes brought
additional revenues to the federal budget. The
acceleration of GDP growth was another contrib
uting factor.
According to the Federal Treasury’s prelimi
nary report, federal budget revenue in 2007 ag
gregated 7,779.1 billion rubles, or 104.5% of the
revenue approved by the 2007 Federal Budget
Law. Relative to GDP, federal budget revenue
stood at 23.6% as against 23.4% in 2006.
Federal budget expenditure aggregated
5,983.0 billion rubles, or 91.6% of the expendi
ture approved by the 2007 Federal Budget Law
and 18.1% of GDP (as against 15.9% in 2006).
Of these, noninterest expenditures equalled
5,840.0 billion rubles, or 91.5% of the nonin
terest expenditures approved by this Law and
17.7% of GDP (as against 15.3% in 2006).

The federal budget surplus stood at 1,796.1 bil
lion rubles, or 196.8% of the surplus approved
by the 2007 Federal Budget Law and 5.4% of
GDP.
The excess of the average price of Urals crude
over the benchmark price and the price assumed
for the calculation of federal budget revenue indi
cators for 2007 allowed the Russian Government
to increase the Stabilisation Fund, the balances of
which in foreign currency accounts opened with
the Bank of Russia grew by 1,502.2 billion rubles
over the year and as of January 1, 2008,
amounted to 3,849.1 billion rubles.
The balances of federal budget accounts
opened with the Bank of Russia, including
Stabilisation Fund accounts, and the balances of
regional government and federal government ex
trabudgetary fund accounts increased by more
than 50% in 2007 and as of January 1, 2008,
stood at 5,119.5 billion rubles, 324.2 billion
rubles and 203.6 billion rubles, respectively.
Pursuant to Russian Federation Government
Resolution No. 229, dated April 21, 2006, ‘On
the Procedure for Managing the Stabilisation
Fund of the Russian Federation,’ in 2007 the
Ministry of Finance continued to use money from
the Stabilisation Fund to acquire US dollars, eu
ros and British pounds and place them into the
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Stabilisation Fund foreign currency accounts
opened for the Federal Treasury with the Bank
of Russia. As of January 1, 2008, there were no
balances in the Stabilisation Fund ruble account
opened with the Bank of Russia.
According to the Federal Treasury’s pre
liminary data, consolidated federal budget rev
enue for 2007 aggregated 13,250.7 billion
rubles, or 40.2% of GDP, expenditure stood
at 11,245.8 billion rubles, or 34.1% of GDP, and
the surplus equalled 2,004.9 billion rubles, or
6.1% of GDP. Regional consolidated budget rev
enue and expenditure stood at 4,841.8 billion
rubles and 4,803.3 billion rubles, respectively,
and the surplus equalled 38.5 billion rubles
(14.7%, 14.6% and 0.1% of GDP, respectively).
According to the Federal Treasury’s prelimi
nary data, revenues and expenditures of the Pen
sion Fund of the Russian Federation in 2007
stood at 1,946.6 billion rubles and 1,786.5 bil
lion rubles, respectively, showing a surplus of
160.1 billion rubles; revenues and expenditures of
the Social Insurance Fund of the Russian Federa
tion stood at 167.7 billion rubles and 162.0 billion
rubles, respectively, the surplus equalling 5.7 bil
lion rubles; revenues and expenditures of the Fed
eral Compulsory Medical Insurance Fund stood at
157.8 billion rubles and 158.2 billion rubles, re
spectively, showing a deficit of 400 million rubles.
According to the Finance Ministry’s prelimi
nary data, Russia’s domestic government debt in
2007 increased by 236.3 billion rubles, or 22.2%,
and totalled 1,301.1 billion rubles, whereas the
upper limit set by the 2007 Federal Budget Law
was 1,363.3 billion rubles. The estimated ratio of
domestic government debt to GDP stood at 3.9%
as of January 1, 2008, which represents a decrease
of 0.1 percentage points from January 1, 2007.
As for the structure of the domestic govern
ment debt, government securities, valued at
1,248.8 billion rubles, accounted for 96.0% as of
January 1, 2008, an increase of 220.8 billion
rubles, or 21.5% over the year; government guar
antees, valued at 46.7 billion rubles, accounted
for 3.6%, an increase of 15.5 billion rubles, or
49.6%; other federal government debt obliga
tions, valued at 5.6 billion rubles, accounted for
0.4%, unchanged from 2006.
As for the structure of the domestic govern
ment debt expressed in government securities,

FEDERAL BUDGET EXPENDITURE
IN 2007 (%)
1.1
1.3

97.6

Chart 4
Noninterest expenditures
Government foreign debt service
expenditures
Domestic government debt service
expenditures
debt depreciation federal loan bonds (OFZ) ac
counted for 64.7% (807.6 billion rubles), per
manent couponincome federal loan bonds —
23.1% (288.4 billion rubles), government sav
ings bonds — for 8.1% (101.4 billion rubles) and
fixed couponincome federal loan bonds — 4.1%
(51.4 billion rubles).
The value of outstanding government securi
ties traded on the organised securities market in
creased by 171.8 billion rubles, or 19.6%, over
the year and as of January 1, 2008, it amounted
to 1,047.4 billion rubles, or 80.5% of the total
domestic government debt, as against 82.2% as
of January 1, 2007.
The share of the Finance Ministry’s debt to
the Bank of Russia in 2007 contracted by 3.0 per
centage points to 20.1% of total domestic govern
ment debt.
The Finance Ministry’s rubledenominated
debt to the Bank of Russia, calculated at the
nominal value of government securities, rose by
15.4 billion rubles, or 6.3% over the year and
reached 260.9 billion rubles, taking into account
the government securities acquired by the Bank
of Russia through repo operations; exclusive of
these operations, it increased by 35.5 billion
rubles, or 16.2%, to 255.1 billion rubles.
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FEDERAL BUDGET EXPENDITURE
(billion rubles)

Chart 5

1,000
900
800
700
600
500
400
300
200
100

1,000
900
800
700
600
500
400
300
200
100
I

II

III

IV

V

VI

VII

2006

VIII

IX

X

XI

XII

2007

BALANCES OF FEDERAL BUDGET ACCOUNTS OPENED WITH THE BANK OF RUSSIA
(billion rubles)

Chart 6

6,000

6,000

5,000

5,000

4,000

4,000

3,000

3,000

2,000

2,000

1,000

1,000

0

0
1.01

1.02

1.03

1.04

1.05

1.06

2006

1.07
2007

Most of the Finance Ministry’s debt to the Bank
of Russia, including federal government securities
acquired through repo transactions, is represented
by federal loan bonds with a coupon income of 0%
to 1.57% p.a. (evaluated at 200.9 billion rubles,
they account for 77% of the debt) and federal loan
bonds with a coupon income of 5.8% to 9% p.a.
(these are evaluated at 60.0 billion rubles and
account for 23% of the debt). Of these, federal
loan bonds with a nominal value of 254.3 billion
rubles have maturities from 9 to 29 years and
6.6 billion rubles of federal loan bonds mature in
one year to five years.
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The Finance Ministry’s foreign currencyde
nominated debt to the Bank of Russia, which
under federal law is included in Russia’s foreign
debt, stood as of January 1, 2008, at 132.2 bil
lion rubles at the nominal value of foreign cur
rencydenominated federal government securi
ties, which represents an increase of 25.3 bil
lion rubles, or 23.6%, over the year, taking into
account the government securities acquired by
the Bank of Russia through repo operations; ex
clusive of these operations, this debt grew by
20.3 billion rubles, or 19.0%, to 127.2 billion
rubles.
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At

the end of 2007 the Russian system
of financial intermediation com
prised 1,136 operating credit insti
tutions, 857 registered insurance companies,
252 nongovernmental pension funds and
1,024 unit investment funds. Credit institutions
remained the most important type of financial en
terprise: in 2007 their equity capital increased to
8.1% of GDP as against 6.3% in 2006. Net as
sets of unit investment funds grew to 2.3% of
GDP (as against 1.6% a year earlier), whereas
nongovernmental pension funds saw their own
property contract to 1.8% of GDP (from 1.9% in
2006) and the authorised capital of insurance
companies decreased to 0.5% of GDP (as against
0.6% a year earlier).
The rates of growth in the major segments of
the market changed in 2007. Unlike the situa
tion in 2006, when rapid growth in stock market
capitalisation largely affected the overall dynam
ics of the Russian financial market, in 2007 the
most dynamic segment was bank lending to the
nonfinancial enterprise and household sectors.
Capitalisation of the stock market grew somewhat
faster than GDP. Bank loans to nonfinancial
enterprises increased by more than 50% to 27.4%
of GDP as of January 1, 2008. As before, the pri
vate corporate bond segment expanded more rap
idly than the government bond segment.

The liquidity crisis on the world financial mar
ket affected the situation on the Russian finan
cial market in the second half of 2007. In August
and September the reduction of aggregate bank
ing sector reserves was accompanied by signifi
cant growth in money market rates and volatility
and the ruble value of the Bank of Russia bicur
rency basket also became more volatile. The capi
tal market demonstrated a sharp fall in primary
corporate and regional bond placements; stock
prices went down and the yield of debt securities
increased on the secondary market. The difficult
situation in most sectors of the Russian financial
market continued into October and November
and only by the end of the year things began to
return to normal (money market rates started to
fall and stock prices began to rise). It was the re
sult of the measures taken by the Bank of Russia
to expand the refinancing of credit institutions and
the seasonal increase in the flow of budget funds
to the banking system.
Price indicators in the main sectors of the fi
nancial market had different dynamics. The gov
ernment bond market yield fluctuated within a
narrow flat range almost throughout the entire
year, except September, when it surged due to
an abrupt fall in demand on the OFZ market. The
average annual gross yield to redemption1 of Rus
sian government bonds rose to 6.5% p.a. in 2007

1

Russian government bond gross yield to redemption (RGBY) is the federal loan bond yield indicator compiled by
the Moscow Interbank Currency Exchange.
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INTEREST RATES ON RUBLE LOANS (% p.a.)
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as against 6.6% p.a. in 2006. The corporate bond
market registered a fall in yields in the period from
January to July, but in August and September
yields soared and their average annual level in
creased as a result. The average yield on corpo
rate bonds on the secondary market rose to 7.7%
p.a. in 2007 as against 7.6% in 2006, according
to news agency Cbonds.ru. There was a sharp
slowing of growth in Russian stock prices in 2007.
As rates rose on the interbank loan market in

August—November 2007 due to the increased
cost of external funding, the average interest rate
on overnight interbank ruble loans went up to
4.4% p.a. in 2007 from 3.4% p.a. in 2006.
The cost of funds raised by the banking sector
from the household and corporate sector changed
as follows: the average interest rate on deposits
with maturities of up to one year differed slightly
from 2006, the average interest rate on house
hold rubledenominated time deposits and depos
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its with maturities of more than one year in
creased from 5.9% to 7.3% p.a. and the average
interest rate on corporate ruble deposits rose from
5.0% to 7.5% p.a.
The level of interest rates on ruble loans to
nonfinancial enterprises in 2007 was lower than
in 2006. The average monthly rate on short
term ruble loans to nonfinancial enterprises
varied between 9.2% and 10.8% p.a. during
2007 and the rate on longterm loans ranged
from 10.8% to 12.2% p.a. Interest rates on bank
loans extended to households in rubles contin
ued to decline in 2007 but to a lesser extent than
in 2006. The most significant fall (by 1.8 per

centage points to 14.5% p.a.) was registered in
the interest rate on 1 to 3month loans to house
holds. As was the case in 2006, the interest rate
on 6 to 12month loans to households was the
highest at 20.1% p.a.
The overall level of the interest margin in bank
operations with nonfinancial customers declined
as compared with 2006. The average interest
margin in major operations with nonfinancial
customers was 4—5 percentage points, depend
ing on maturity. As before, the interest margin in
operations with households was higher than in
operations with nonfinancial enterprises. Inter
est rates continued to differ by region.
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1.3.1. CREDIT INSTITUTIONS

In

2007, the Russian banking sector re
tained its dynamics, despite the turmoil
on world financial markets in the sec
ond half of the year. As the external borrowing
conditions became tougher, the expansion of the
resource base of some credit institutions slowed
down and the cost of refinancing obligations and
maintaining liquidity increased. Nevertheless,
Russia successfully coped with the consequences
of turbulence on world financial markets, while
its banking sector demonstrated resistance to ex
ternal adversities.
Banking sector assets increased by 44.1% to
20,241.1 billion rubles1 in 2007, demonstrating
the same growth as in 2006. The expansion of
lending to nonfinancial enterprises (by 51.6%)
and households2 (by 57.0%) had a significant ef
fect on asset dynamics in 2007. Assets to GDP
increased from 52.2% to 61.4%.
Equity capital increased by 57.8% (as against
36.3% in 2006). As of January 1, 2008, almost
64% of Russian credit institutions had a capital
of more than 5 million euros (about 57% of credit
institutions as of January 1, 2007). Capital to
GDP increased from 6.3% to 8.1%.
In 2007, competition continued to increase in
all major segments of the banking services mar
ket, particularly on the retail banking market.
More and more banks actively increased lending
to households. In 2007, the number of banks in
which loans to households exceeded 20% of as
sets (the banking sector average ratio was 16.0%
as of January 1, 2008) increased from 295 to 324.
Competition increased rapidly on the house
hold deposit market as reflected in the reduction
of Sberbank’s share of this market from 53.3%
to 51.4% (by 1.9 percentage points as against
1.1 percentage points in 2006).
Foreign capital continued to expand its pres
ence on the Russian banking services market. The
number of foreigncontrolled credit institutions3

reached 86 as of January 1, 2008 (as against 65
as of January 1, 2007). Of these, 15 are among
the 50 credit institutions operating in Russia with
the greatest assets. The share of foreigncontrolled
banks expanded from 12.1% to 17.2% in bank
ing sector assets and from 12.7% to 15.7% in
banking sector equity capital in the period under
review.
The presence of foreigncontrolled banks is
becoming increasingly noticeable on the retail
banking services market: household deposits in
these banks and loans they extend to individu
als are growing faster than in the banking sec
tor as a whole. The share of these banks on the
household lending market in 2007 expanded
from 14.0% to 18.8% and on the household de
posit market — from 6.2% to 8.9%. Foreign
controlled banks are rapidly increasing lending
to the nonfinancial corporate sector: in 2007
their share of aggregate banking sector loans to
nonfinancial enterprises grew from 10.0% to
15.6%.
Increased competition in the banking sector
stimulates the expansion of banking services and
products to the regions, which now have a wider
choice of banking services due to the expansion
by credit institutions of their regional branch net
works.
While at the beginning of 2007 there were
14 credit institutions, branches and additional of
fices per 100,000 of population in Russia, as of
January 1, 2008, there were 17 (inclusive of in
ternal divisions of credit institutions, this num
ber increased from 22 to 25). This growth was
registered in all federal districts.
BANKING SECTOR LIABILITY STRUCTURE. De
spite the crisis on world financial markets, Rus
sian credit institutions continued to strengthen
their resource base, while structural changes oc
curred in banking sector liabilities.

1

Pursuant to Bank of Russia Regulation No. 302P, dated March 26, 2007, ‘On the Accounting Rules in Credit
Institutions Incorporated in the Russian Federation,’ banking sector assets as of January 1, 2008, were recalcu
lated and stood at 20,125.1 billion rubles.
2
Including unincorporated entrepreneurs unless indicated otherwise.
3
Credit institutions with a 50%plus foreign stake in authorised capital.
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KEY BANKING SECTOR INDICATORS
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The balances of customer accounts1 increased
by 42.3% in 2007 and reached 12,053.1 billion
rubles, but their share in banking sector liabili
ties somewhat reduced from 60.3% to 59.5%.
As the overall economic situation remained
good, the principal source of expansion of the re
source base of credit institutions in 2007, as in
2006, was funds raised from enterprises2, which
increased by 48.1% (as against 54.8% in 2006).
Their share in aggregate banking sector liabili
ties grew from 32.5% to 33.4%. Funds raised
from enterprises accounted for 35.5% of overall
growth in banking sector liabilities.
Corporate deposits increased at the most rapid
rate in 2007: their growth stood at 67.5% (as
against 64.8% in 2006) and their share increased
from 11.0% to 12.8% of aggregate banking sec
tor liabilities.
Growth in household deposits, which had
reached 5,136.8 billion rubles by the end of 2007,
slowed down to 35.4% from 37.7% in 2006. The
share of this source of funds also contracted
slightly, from 27.0% to 25.4% of aggregate bank
ing sector liabilities. At the same time, household

deposits remained the most steadily growing
source of resources for banks. The slight fall in
the rate of growth in these deposits was due to
the increased public attention to alternative in
vestments, such as unit investment funds (PIFs)
and Sberbank and VTB Bank shares. Ruble de
posits have become somewhat less attractive as a
means of protecting household savings against
accelerating inflation.
Beginning from 2004, household ruble depos
its have been growing considerably faster than for
eign currency deposits. In 2007, ruble deposits in
creased by 41.3%, whereas foreign currency de
posits3 grew by 13.5% (51.9% and 2.4% in 2006,
respectively). These figures show that in recent
years people have preferred to keep their savings
in the national currency. In 2007, the share of
ruble deposits expanded from 83.4% to 87.0% of
total household deposits. Household deposits with
terms longer than one year increased by 39.0% in
2007 and their share grew from 61.0% to 62.6%
of total household deposits with banks.
Funds raised by credit institutions by issuing
debt obligations increased by 15.5% in 2007 (as

1

Balances of corporate accounts, including alllevel budget funds and extrabudgetary funds, household funds
and float relating to factoring and forfeiting operations and funds written off from customer accounts but not passed
through a credit institution’s correspondent account.
2
Except resident credit institutions and nonresident banks. The main component of this aggregate, the funds
raised from enterprises, comprises two major items, the balances of settlement and other accounts and corporate
deposits.
3
In dollar terms.
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BANKING SECTOR LIABILITY STRUCTURE (%)
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Debt obligations issued
Other liabilities
against 35.9% in 2006) and totalled 1,176.1 bil
lion rubles, accounting for 5.8% of banking sec
tor liabilities. Promissory notes continue to ac
count for most of the debt obligations issued by
banks, although their share reduced significantly
(from 77.6% as of January 1, 2007, to 69.9% as
of January 1, 2008). The value of bonds and sav
ings certificates issued by banks increased con
siderably (by 70% and 40%, respectively). How
ever, their aggregate share in banking sector li
abilities has remained small (1.3% as of January
1, 2007, and 1.5% as of January 1, 2008).
The issue of bank bonds on the domestic fi
nancial market is still contained by high issue
and placement costs and the deterioration of the
situation on the debt market as a result of in
stability on world financial markets in the sec
ond half of 2007. On the other hand, the in
1

clusion of bank bonds in the Bank of Russia
Lombard List has provided an additional impe
tus for issuers.
Funds raised by credit institutions from the
Bank of Russia accounted for about 0.1% of bank
ing sector liabilities at the beginning of 2007 and
0.2% at the end. However, in some periods the
share of these funds expanded significantly: to
0.6% as of September 1, 2007, 1.1% as of No
vember 1, 2007, and 1.2% as of December 1,
20071. This was the result of the significant in
crease in liquidity provided by the Bank of Rus
sia (see II.1.2).
BANKING SECTOR ASSET STRUCTURE. Credit in
stitutions’ active operations in 2007 were
characterised, above all, by further growth in
loans to nonfinancial enterprises and households.

Taking into account repo transactions.
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These accounted for 68.7% of growth in banking
sector assets in 2007. Total loans to this category
of borrowers increased by 53.0% in 2007 and
reached 12,288 billion rubles as of January 1,
2008, and their share in banking sector assets
grew from 57.2% to 60.7%. Relative to GDP,
the value of these bank loans increased from
29.9% to 37.3%.
Loans to nonfinancial enterprises grew by
51.6% (as against 39.6% in 2006) and reached
9,046.2 billion rubles as of January 1, 2008, and
their share in banking sector assets increased from
42.5% to 44.7%. Most of these loans (73.6%)
were extended in rubles. The improved financial
situation of nonfinancial enterprises stimulated
growth in loans to this sector. Lending volumes
expanded particularly in sectors characterised by
high investor activity, such as construction (by
85.1%), agriculture, hunting and forestry (by

56.4%) and transportation and communications
(by 50.8%).
The share of longterm loans (with terms over
one year) expanded to 51.6% of total loans to
resident nonfinancial enterprises (as against
45.9% by the beginning of 2007) and almost 66%
of these loans were extended in rubles.
As before, lending to households increased at
rapid rates (by 57.0% in 2007 as against 75.1%
in 2006). Over the year the share of loans to
households in total bank loans expanded from
21.9% to 22.7% and in aggregate banking sector
assets from 14.7% to 16.0%. Most of the loans to
households (87.3%) were extended in rubles. At
the same time, housing mortgage loans expanded
fast. Debt on housing mortgage loans increased
by a factor of 2.6. The share of housing mortgage
loans in total household loans grew from 12.5%
to 20.6%, but their share in banking sector as
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sets remained quite small (3.0% as of January 1,
2008).
There was a rise in credit institutions’ activ
ity on the securities market in 2007: bank finan
cial investments increased by 30.2% (as against
27.4% in 2006) and reached 2,554.7 billion
rubles, but their share in banking sector assets
went down from 14.0% to 12.6%. Lower rates
of growth in financial investments amid the ex
pansion of aggregate banking sector assets were
due to the increased volatility of the Russian stock
market, caused by the liquidity crisis on the world
financial market. As a result, in the third quarter
of 2007 bank financial investments declined,
mostly due to the reduction of debt obligation
portfolios prompted by the need to create a ‘li
quidity cushion.’
It should be noted that different banks reacted
differently to the changed market conditions. The
larger banks that had no problem with liquidity
used the situation to strengthen their leading po
sitions on the loan market: the share of the top
five banks in terms of assets in total loans to non
financial enterprises grew from 46.1% to 50.3%
in the second half of 2007.
Price fluctuations on the stock market did not
affect the dynamics of bank investments in shares.
In 2007, growth in bank investments in shares
(by 61.0%) was 1.8 times higher than in 2006
and exceeded growth in investments in all other
securities. The share of stocks in the securities
portfolios went up from 19.9% to 24.6%. The
share of debt obligations reduced from 68.4% to
65.5% and that of discounted promissory notes —
from 11.7% to 9.8% in 2007.
Unlike the situation in 2006, in 2007 the share
of investments in resident corporate debt obliga
tions (bonds) in total investments in debt obliga
tions went down by 4.3% to 384.9 billion rubles
and their share in total investments in debt obli
gations shrank from 30.0% to 23.0% and in bank
ing sector assets — from 2.9% to 1.9%.
In the meantime, investments in resident bank
debt obligations grew at high rates (by 159.8%)
and their share in total investments in debt obli
gations reached 7.6% as of January 1, 2008. In
vestments in federal government debt obligations
increased by 8.0% and reached 580.3 billion
1
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rubles, but their share went down from 40.1% to
34.7% of total debt obligations and from 3.8% to
2.9% in aggregate banking sector assets.
INTERBANK CREDIT CLAIMS AND OBLIGATIONS.
The crisis on international financial markets se
riously affected Russian interbank market dynam
ics in 2007. The second half of the year saw a rise
in interest rates. At the same time, the trend to
wards growth in interbank loans taken1 contin
ued in 2007. Last year they increased by 62.2%
(as against 59.3% in 2006) to 2,807.4 billion
rubles and their share in banking sector liabili
ties grew from 12.3% as of January 1, 2007, to
13.9% as of January 1, 2008. The balances of
funds raised on the domestic interbank market in
2007 grew by 83.5% and their share in banking
sector liabilities increased from 2.6% to 3.3%.
The possibility of borrowing from nonresi
dents by Russian banks was affected by the glo
bal reassessment by foreign investors of financial
market risks in the second half of 2007, which
resulted in growth (by 150—200 basis points)
in borrowing costs alongside a reduction by for
eign creditors of loan limits on most of their Rus
sian counterparties. The value of obligations on
loans received from nonresident banks in 2007
increased by 56.5% (as against 74.1% in 2006).
The share of loans from nonresident banks in
total interbank loans taken over the year went
down from 78.9% to 76.1% and as of January 1,
2008, this source of funds accounted for 10.6%
of banking sector liabilities (as against 9.7% as
of January 1, 2007). Loans taken from nonresi
dent banks by foreigncontrolled banks increased
by 117.4% in 2007, whereas loans taken from
nonresident banks by banks controlled by Rus
sian capital grew by 34.7%.
Claims on interbank loans extended in 2007
increased in value by 36.9% (as against 55.0%
in 2006) and reached 1,418.1 billion rubles,
whereas their share in banking sector assets
went down from 7.4% to 7.0%. Unlike the situ
ation in 2006, in 2007 the most rapid growth
was typical of funds placed on the domestic in
terbank market (52.6%); as a result, their share
in banking sector assets expanded from 2.6% to
2.8%. Loans placed with nonresident banks

Loans, deposits and other funds raised on the interbank market (including precious metals).
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The second most important element of net in
come is net commission income. Its share has not
changed significantly either: 27.6% in 2006 and
27.3% in 2007. At the same time, growth in net
commission income slowed down and became
comparable with growth in net interest income
(in 2006 net commission income grew almost
twice as fast as interest income) and one of the
reasons for this was the tightening of supervision
over lending to households.
The share of net income from securities trad
ing and revaluation went down to 10.1% of total
income in 2007 from 11.3% in 2006, largely due
to the fact that in the third quarter of 2007 banks
restructured their assets, reducing financial in
vestments with the objective of maintaining
growth in loans, the principal source of income
from banking operations.
The share of banking sector net income from
operations with foreign currency and foreign cur
rency valuables, including the exchange rate dif
ferences, went down to 3.9% of net income in
2007 from 4.5% in 2006.
Maintenance and administrative expenses of
credit institutions increased by 41.2% in 2007 (as
against 37.5% in 2006) and their share in net
income expanded to 46.8% (as against 45.4% in
2006). This growth was partly the result of the
expansion of the banking business.
The analysis of the banking sector’s key finan
cial performance indicators shows that the bank
ing sector remained quite stable in 2007. The
share of financially sound credit institutions ex
panded over the year from 94.7% to 96.3% of
total credit institutions. It is important to note
that the share of financially sound credit institu
tions in aggregate banking sector assets in 2007
remained very large — 99.6%.
The equity capital of operating credit institu
tions aggregated 2,671.5 billion rubles as of Janu
ary 1, 2008. The principal source of banking sec
tor capitalisation in 2007 was paidup authorised
capital and issue proceeds. These increased by
645.9 billion rubles (62% of aggregate equity capi

increased by 28.2% in 2007, whereas their share
in banking sector assets went down from 4.7%
to 4.2%.
The ratio between the excess of loans obtained
from nonresident banks over loans extended to
these banks in 2007 and banking sector liabilities
increased from 5.0% as of January 1, 2007, to
6.3% as of January 1, 2008.
FINANCIAL SITUATION OF CREDIT INSTITU
TIONS. Banking sector profit increased by 36.7%
in 2007 (as against 41.8% in 2006). Profit made
by credit institutions in 2007 grew to 508.0 bil
lion rubles and, inclusive of the financial results
of prior years, it reached 627.0 billion rubles (as
against 371.5 billion rubles and 444.7 billion
rubles in 2006, respectively).
The share of profitmaking credit institutions
expanded from 98.4% to 98.9% of the total num
ber of operating credit institutions, while the
number of lossmaking credit institutions fell from
18 to 11, or from 1.5% to 1.0% of the total. In
2007, operating credit institutions incurred a to
tal loss of 900 million rubles (as against 800 mil
lion rubles in 2006).
The rate of return on banking sector assets in
2007 stood at 3.0% and the rate of return on capi
tal — at 22.7% (as against 3.2% and 26.3% in
2006, respectively) 1. The slowdown in the
growth in profit and profitability of credit insti
tutions is, to some extent, the result of overcom
ing the liquidity shortage in the banking sector in
August—November 2007. In addition, the reduc
tion of the rate of return on capital is attributable
to the significant growth in capital in the first half
of 2007.
The banking sector income structure was
largely determined by the further expansion of
credit investments and growth in commission re
ceived from banking operations. Net interest in
come remains the main component of banking
sector net income2: in 2007 it accounted for
60.1% of net income (as against 59.9% in
2006).
1

The rate of return on assets is calculated as the ratio of the fullyear financial result before taxation to bank assets,
while the rate of return on capital is calculated as the ratio of the fullyear financial result before taxation to bank
capital. Assets and capital are calculated as the annual (chronological) averages for the period under review.
2
Net income is the financial result before making (recovering) provisions and exclusive of maintenance and ad
ministrative expenses. It is calculated in accordance with the Profit and Loss Statement of Credit Institutions (form
code 0409102).
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tal growth1). It should be noted that growth in the
authorised capital and issue proceeds of Sberbank
and VTB Bank, which was largely the result of
their IPOs, accounted for twothirds of the growth
in the authorised capital and issue proceeds of the
entire banking sector. The second most important
source was the increase by 294.9 billion rubles, or
28.3% of aggregate equity capital growth, of profit
and funds created from profit.

As a result of accelerated growth in equity
capital relative to riskweighted assets, the av
erage banking sector capital adequacy ratio rose
from 14.9% to 15.5% in 2007. It should be
emphasised that the high rates of capitalisation
have been achieved because the Bank of Russia
is watching closely the quality of bank capital
and taking resolute actions to prevent capital
padding.

1

Here and below capital growth factor ratios are calculated in their sum total, that is, exclusive of capital loss factor
ratios.
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risk3 as of January 1, 2008), increased by 50.5%
in the period under review (as against 46.1% in
2006).
Judging by credit institutions’ reports, the
overdue debt dynamics of the corporate portfolio
differed from those of the retail portfolio. As loans
to nonfinancial enterprises grew more than twice
as fast as overdue debt, the latter’s share reduced
from 1.1% to 0.9%. Conversely, the share of over
due debt on loans to individuals expanded from
2.6% to 3.1%.
The share of market risk in aggregate banking
sector risks in 2007 remained small (5.6%). It is
interest rate risk that accounts for the largest
share of market risk (62.8%) as banks are ac
tively engaged in securities trading.
The assessments of stability of the Russian
banking sector in 2007 made using the stress test
ing methods, showed that capital can absorb losses
calculated in the stress tests. At the same time,
the tests showed that the Russian banking sector
vulnerability to the major types of risk had in
creased.
The continued dynamic growth of the bank
ing sector, especially the lending operations con
ducted by Russian banks, should be judged in the
context of changed external conditions, particu
larly the global reassessment of financial risk.
Therefore, the gradual shift by some banks from
the strategies effective in the period of credit ex
pansion to more conservative policies, in the sec
ond half of 2007 was quite logical and conducive
to the betterment of risk management.

BANKING SECTOR RISKS. Instability on interna
tional financial markets in the second half of 2007
demonstrated the need for the whole world, in
cluding Russia, to take a more conservative ap
proach to risk evaluation by both bankers and
regulators. Net capital outflow from Russia in
August and September 2007 provoked a sharp
rise in demand for ruble liquidity by Russian
banks and a corresponding increase in interbank
rates. It showed how important liquidity risk
management was. Overall, the average level of
banking sector liquidity in 2007 was higher than
in 2006: the value of the most liquid assets1 in
20072 reached 1,477.9 billion rubles (as against
977.3 billion rubles in 2006), which represents
8.8% of the average value of banking sector as
sets (8.5% in 2006). However, there were sev
eral periods in 2007 when liquidity dynamics were
different. Special mention should be made of the
period from August to November, when the av
erage monthly value of liquid assets declined sig
nificantly (the November average stood at
1,284.6 billion rubles, or 6.9% of assets), con
firming the importance of liquidity risk manage
ment.
As for credit and market risk, the expansion
of the banking business in 2007 did not cause
them to grow to an extent as would not allow
the banks to cover them adequately by capital
and reserves.
Credit risk, which predominated in terms of
quantity when capital adequacy was determined
(credit risk accounted for 94.4% of aggregate

1
Banking sector liquid assets include cash, precious metals and gemstones, balances of correspondent nostro
accounts and balances of correspondent and deposit accounts with the Bank of Russia.
2
Here and below average liquidity risk ratios are calculated as the chronological average for the corresponding
period.
3
The credit risk share in the denominator of the formula used to calculate the N1 ratio.
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1.3.2. OTHER FINANCIAL INSTITUTIONS

I

NSURANCE COMPANIES. As of January 1,
2008, 857 insurance companies were on the
Single State Register of Insurers (as against
918 insurance companies as of January 1, 2007).
The main reasons for the fall in the number of
insurance companies were the revocation by the
Federal Insurance Supervision Service (FISS) of
licences from insurers that failed to comply with
the minimum authorised capital requirements and
the increase in the number of mergers and acqui
sitions, including those that involved nonresi
dents. The aggregate authorised capital of insur
ance companies expanded by 2.9% in 2007 (as
against 9.5% in 2006) and reached 157.9 billion
rubles. The share of foreign capital more than
doubled and stood at 9.9%.
According to the FISS, 819 insurance compa
nies that have presented their reports received
776.0 billion rubles in insurance premiums in
2007, an increase of 27.1% on 2006. They paid
481.9 billion rubles in indemnities, which repre
sents an increase of 36.6%. Both premiums and
indemnities in 2007 grew faster than in 2006.
Growth in voluntary insurance premiums ac
celerated to 20.7% in 2007 from 15.5% in 2006,
but the trend towards a reduction of their share
in total premiums continued (55.2% as of Janu
ary 1, 2007, and 52.5% as of January 1, 2008).
The value of life insurance premiums increased
(by 42.0%) for the first time since 2003. This
was largely the result of the completion of the
FISS’s efforts to clear this segment of the insur
ance market from tax evasion schemes. As be
fore, property insurance accounted for the larg
est part of voluntary insurance premiums
(67.3%).
Growth in compulsory insurance premiums
was almost unchanged from 2006 at 34.9%. As
usual, compulsory medical insurance accounted
for the bulk of their total value (78.6%). Growth
in compulsory thirdparty liability car insurance
premiums slowed down 1.3 times compared with
2006 (to 13.5% for 2007), and their share in

total compulsory insurance premiums went down
from 23.4% to 19.7%.
In the first nine months of 2007, the share of
reinsurers in total insurance company assets re
duced to 10% with resident reinsurers account
ing for 60%.
The ratio of insurance indemnities to insur
ance premiums continued to increase in 2007 and
reached 62.1% as of January 1, 2008, as against
57.8% as of January 1, 2007. It grew particu
larly (by 5.0 percentage points to 33.3%) in prop
erty insurance.
According to reports presented by insurance
companies to the Bank of Russia, the insurers’
principal investments remained securities (42.0%
as of October 1, 2007) and bank deposits
(22.0%). In the first nine months of 2007, in
surers’ investments in the banking sector in
creased by 24%, whereas their investments in the
nonfinancial enterprise sector decreased by 15%.
UNIT INVESTMENT FUNDS (PIFs). PIF growth
dynamics in 2007 was mostly affected by the
somewhat less favourable situation on the Rus
sian stock market as compared to 2006. More
than 60% of growth in the net asset value (NAV)
occurred in the first half of 2007 and the average
annual rate of return of most PIFs was lower than
in 2006. Net inflow of shareholder funds exceeded
the 2006 level more than twofold, but unlike the
situation in 2006, closedend PIFs accounted for
almost its entire value.
The number of PIFs in 2007 rose by 383 to
reach 1,0241 as of January 1, 2008. The biggest
increase was registered in the number of closed
end PIFs — by 197. The growth of the share of
these funds in total PIFs to 43.4% is attributable
to a high demand for their services, especially on
the real estate market. Openend PIFs accounted
for 46.8% and interval PIFs — for 9.8%.
The total value of unit investment fund net
assets reached 745.1 billion rubles, but in 2007
it grew more slowly than in 2006. Growth in the

1

Unless indicated otherwise, the assessment of PIF dynamics is based on statistical data compiled by news agency
Cbonds.ru.
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NAV of openend PIFs slowed down to 49.4% in
2007 and for the first time in years the NAV of
interval PIFs decreased (by 28.0%). Closedend
PIFs showed the most rapid rates of growth: their
NAV increased by 110.0% and they accounted for
91.4% of growth in aggregate NAV. As a result,
the share of the NAV of closedend PIFs expanded
to 76.0% of aggregate NAV.
As in 2006, the reduction of the share of eq
uity funds in the NAV structure in 2007 is mainly
attributable to more rapid growth in the NAV of
mixed investment funds and, particularly real
estate funds, than the NAV of equity funds. The
rapid growth of real estate funds (their NAV in
creased by 161.2% in 2007), though more mod
erate than in 2006, is due, as before, to the at
tractiveness of real estate as a profitable savings
instrument.
The number of PIF management companies
rose by 78 in 2007 as against 51 in 2006 and
reached 256. The number of closedend PIF man
agement companies increased particularly (by
60% to 177)1. One of the measures taken by man
agement companies to make PIFs more attractive
was to turn some interval PIFs into openend
PIFs, which are more efficient in conducting
transactions with units.

erty necessary to ensure the authorised activities
increased by 5.5% to 96.4 billion rubles. These
are the worst performance indicators for the NPFs
in recent years.
The number of NPF members increased to
6.8 million in 2007, while the number of people
who received their pension in NPFs rose to
1,026,200. The average nongovernment pension
grew by 13.2% to 1,124.1 rubles a month, but it
remained almost three times smaller than the gov
ernment pension.
The value of accumulated pension funds trans
ferred to NPFs from the compulsory pension in
surance system reached 26.5 billion rubles as of
January 1, 2008, an increase of 170% on the be
ginning of 2007. According to the Russian Pen
sion Fund, in 2007 NPFs concluded nearly 1.5 mil
lion pension management agreements, which rep
resent an increase of 80% on 2006 and a record
number for the entire period of NPFs’ presence on
the compulsory pension insurance market.
The share of investments in stocks and corpo
rate bonds in the NPF investment portfolio in
2007 went down from 70.6% to 42.2% and in
vestments in promissory notes shrank from 8.3%
to 3.7%. NPF investments in government and
municipal securities accounted for 5.4% of the
NPF aggregate investment portfolio and bank
deposits accounted for 8.4%. Taking advantage
of the new pension reserve placement rules
adopted in 2007, NPFs expanded the share of
their investments in PIFs from 1.9% to 4.2%.
Virtually all NPF pension reserve investment op
erations were conducted with residents in the
Russian currency. Investments in foreign govern
ment and corporate securities accounted for
0.01% as of January 1, 2008.

NONGOVERNMENTAL PENSION FUNDS (NPFs).
According to preliminary data released by the
Federal Financial Markets Service (FFMS), the
number of operating NPFs fell by 37 in 2007 and
as of January 1, 2008, stood at 252. The total
value of the reporting NPFs’ own property in
creased by 17.1% in 2007 and reached 602.8 bil
lion rubles. Pension reserves expanded by 16.7%
to 472.8 billion rubles, while the value of prop

1

According to data compiled by the National Managers’ League.
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1.3.3. FINANCIAL MARKETS
INTERBANK CREDIT MARKET

T

otal interbank loans placed by Russian
banks by the end of 2007 exceeded by
36.9% the amount placed at the beginning
of the year. Most of these loans were placed with
nonresident banks, but the share of Russian
banks grew slightly. There was also an increase
in the share of loans extended in rubles.
Credit risk in operations on the interbank
credit market remained low in 2007 due to the
sound financial position of the principal market
participants. For most of the year overdue debt
accounted for no more than 0.1% of total inter
bank loans extended by Russian banks.
The structure of the interbank credit market
by maturity remained virtually unchanged in
2007. Transactions with terms of up to one month
continued to predominate on the market, ac
counting for more than 50% of total interbank
loans placed.
The average monthly interest rates on over
night ruble loans in 2007 varied between 3.2%
and 6.2% p.a. (as against 2.1—6.3% p.a. in
2006). In January—July the overnight ruble in
terbank interest rates were low (3.2—4.8% p.a.)

but as the situation on the world money market
deteriorated, they rose to 5.2—6.2% p.a. in Au
gust—November. Only in December interbank
rates started to fall.
Interbank rate volatility remained moderate
in 2007. Intramonth rate recurrence was ob
served throughout the year, but the local rate
highs caused by a demand for rubles required by
banks and their clients to effect compulsory pay
ments in 2007 were somewhat lower than in
2006.
The foreign exchange segment of the Russian
interbank credit market in 2007 remained closely
tied to the world money market. For most of the
year, interest rates on the dollar and euro inter
bank loans placed by Russian banks were close to
world money market rates on instruments with
comparable maturity and denominated in the
same currency.
In 2007, Russian banks remained net borrow
ers on the world financial market. The balance of
funds raised by Russian banks from nonresident
banks and funds placed with nonresident banks
increased by more than 80% year on year.

INTEREST RATES ON INTERBANK RUBLE LOANS (% p.a.)
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FOREIGN EXCHANGE MARKET

T

he exchange rate of the ruble against the
world’s major currencies in 2007 was de
termined by the exchange rate trends on
the international market, the state of the bal
ance of payments and the policy pursued by the
Bank of Russia on the domestic foreign exchange
market.
In 2007, the official rate of the US dollar
against the ruble fell by 6.8% and as of January 1,
2008, it was 24.5462 rubles to the dollar. The
official euro/ruble exchange rate gained 3.6%
standing at 35.9332 rubles to the euro as of Janu
ary 1, 2008.
The expansion of export/import operations
and operations with capital and financial instru
ments predetermined high activity on the domes
tic forex market. As a result, the average daily

turnover of interbank spot transactions in all cur
rency pairs grew by 80% in 2007 year on year,
from $42.0 billion to $74.7 billion.
Ruble/dollar transactions prevailed in the
currency structure of the interbank spot mar
ket, accounting for 52% of its total turnover.
The average daily volume of transactions with
this currency pair in 2007 increased by 45% year
on year and reached $38.8 billion. The average
daily turnover of interbank spot dollarversus
allcurrencies transactions expanded by 74% to
$70.6 billion.
As market participants’ interest in the single
European currency increased, euro trade turn
overs expanded. Euro/dollar transactions ac
counted for most of this growth: their share
reached 90.4% of total euro trades in 2007,

OFFICIAL DOLLAR/RUBLE AND EURO/RUBLE EXCHANGE RATES IN 2007
(rubles per unit of foreign currency)
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whereas euro/ruble transactions accounted for
only 5.3% of the total euro trade turnover. Over
all, the average daily interbank spot euro trade
turnover in 2007 increased 2.1 times to $24.1
billion. Growth in euro trade turnover was ac
companied by a growth in trade in other curren
cies, such as the Japanese yen, the British pound
and the Swiss franc.
There was a rise in exchange traders’ activity
in 2007. Aggregate ruble/dollar trade turnover
at the Unified Trading Session of Interbank Cur
rency Exchanges (UTS) grew by 53.8% in 2007,
as compared to 2006, and reached $1,445.6 bil
lion. It should be noted that ruble/dollar trades
for ‘tomorrow’ settlements accounted for most of
the turnover (42.4%). Ruble/dollar trades for

ANNUAL REPORT

‘today’ settlements accounted for 17.3% of ag
gregate UTS trade turnover and US dollar swaps
accounted for 40.3%.
Total ruble/euro trade turnover increased
2.4 times and reached 30.2 billion euros as
against 12.7 billion euros in 2006. Euro swaps
accounted for most of the trade turnover
(46.4%). Ruble/euro trades for ‘today’ and ‘to
morrow’ settlements accounted for 27.2% and
26.4% of aggregate UTS ruble/euro trade turn
over, respectively.
As in 2006, spot trades accounted for most of
the transactions on the interbank forex market
(about 97%). The average daily interbank fu
tures currency trade turnover grew by 58% in
2007 and reached $2.2 billion.

GOVERNMENT SECURITIES MARKET

F

EDERAL LOAN BONDS. The federal loan
bond (OFZ) market in 2007 demon
strated a growth in secondary trade turn
over, which increased 2.8 times to 1,501.1 bil
lion rubles at market value as against 536.4 bil
lion rubles in 2006. The value of exchange trades
increased by 45.7% to 491.9 billion rubles,
whereas offboard trades grew 5.1 times to
1,009.1 billion rubles. Trades on the secondary
market peaked in September and October
(765.0 billion rubles).

Transaction volume
30

Chart 16

As in the previous years, the Ministry of Fi
nance in 2007 implemented a debt policy aimed
at extending the OFZ market duration and in
creasing the volume of trade in the basic issues,
which serve as indicators for the cost of raising
funds for major terms. In 2007, the Finance
Ministry held 25 OFZ auctions at which only ba
sic issues were placed: permanent couponincome
federal loan bonds (two issues) and debt depre
ciation federal loan bonds (three issues). A total
of 252.0 billion rubles were raised as against

OFZ SECONDARY MARKET TURNOVER AND YIELD
IN 2007
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NONCOUPON OFZ YIELD CURVE (% p.a.)
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190.7 billion rubles in 2006 and 138.5 billion
rubles were paid to bondholders in coupon income
and principal. As a result, the nominal value of
outstanding government bonds on the market
grew from 875.6 billion rubles to 1,047.4 billion
rubles and the market portfolio duration increased
by 111 days to 2,105 days (5.8 years).
Despite the growth in market turnovers, mar
ket liquidity remained low. The average daily
turnover ratio of the secondary exchange market
stood at 0.19% at par as against 0.16% in 2006.
In 2007, as in 2006, most of the OFZ holders
were ‘passive’ market participants who stuck to
the ‘buy and hold’ strategy. The nonresident
OFZ portfolio contracted by half and stood at
0.8% of total OFZ issues.
OFZ yield dynamics in 2007 were basically the
same as in 2006. The gross yield of federal gov
ernment securities ranged from 6.42% to 6.93%
p.a. and had no clear trend towards growth or
decline. The surge in September was caused by a
major fall in demand on the OFZ market due to a
shortage of spare ruble funds. As a result, in 2007
OFZ gross yield gained 6 basis points and stood
at 6.5% p.a.
The period under review saw a slight el
evation of the short and longterm segments
of the noncoupon OFZ market yield curve (by
3—10 basis points). In the mediumterm seg
ment the noncoupon yield curve dropped by
1—10 basis points.

REGIONAL GOVERNMENT BONDS. The nominal
value of the initial placement of regional bonds
on the Stock Exchange of the Moscow Interbank
Currency Exchange (MICEX), the principal trad
ing floor for subfederal and municipal bonds,
decreased from 47.8 billion rubles in 2006 to
40.7 billion rubles in 2007. The auction yield of
regional bond issues ranged from 7.1% to 9.3%
p.a. in 2007 (in 2006 it ranged between 6.0%
and 8.3% p.a.). The value of subfederal and mu
nicipal bonds placed on the overthecounter mar
ket increased from 14.0 billion rubles in 2006 to
14.9 billion rubles in 2007, according to news
agency Cbonds.ru. The largest bond placements
in 2007 were made by the Moscow, Irkutsk and
Samara Regions (16.0 billion rubles, 6.0 billion
rubles and 5.0 billion rubles, respectively).
The aggregate turnover of secondary exchange
trade in regional bonds in 2007 declined slightly
due to the reduction of trade turnover on the
MICEX Stock Exchange and the Russian Trad
ing System (RTS). On the MICEX Stock Ex
change secondary trade in regional bonds went
down from 536.9 billion rubles in 2006 to
527.6 billion rubles in 2007. Bonds issued by the
Moscow government and the government of the
Moscow Region accounted for the largest part of
aggregate secondary trade turnover (59.5%) on
this trading floor. Bonds issued by the govern
ments of the Samara and Irkutsk Regions as well
as the Republic of Sakha (Yakutia) and Yaroslavl
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foreigncurrency loan bonds (OVGVZ) and
1999 government foreigncurrency loan bonds
(OGVZ). According to Finance Ministry data,
the total nominal value of these bonds stood at
$36.8 billion as of January 1, 2007, and at
$33.1 billion as of January 1, 2008.
In March and September 2007 the Russian
government repaid part of the principal debt on
its eurobonds maturing in 2010 and 2030. In
June 2007, it redeemed the eurobonds the Rus
sian government issued in 1997 and in Novem
ber it redeemed the OGVZ bonds issued in 1999.
Coupon income on all foreign currencydenomi
nated bond issues was paid fully and on sched
ule and in 2007 coupon income payments to
talled $6.6 billion.
In 2007, Russian investors continued to trade
Russian eurobonds on the organised domestic
market. The actualprice value of eurobond trades
for ruble settlements increased 2.7 times year on
year and reached 93.2 million rubles on MICEX.
Eurobond trades for dollar settlements on the
MICEX Stock Exchange in 2007 went down by
63% year on year and stood at $8.6 million at
actual price.

Region accounted for significant amounts of bond
trade.
Regional bonds were traded only occasionally
on the RTS in 2007. As a result, their secondary
trade turnover on this trading floor contracted
dramatically, from 3.9 billion rubles in 2006 to
500 million in 2007.
The St Petersburg Currency Exchange
(SPCEX) registered a 13.1% rise in regional bond
secondary trade turnover in 2007, which aggre
gated 5.4 billion rubles. As before, the major in
strument of secondary trade was bonds issued by
the St Petersburg government.
According to news agency Cbonds.ru, the yield
of regional bonds issued by the leading secondary
market participants varied between 6.6% and
7.4% p.a. in 2007 (as against 6.5—7.4% p.a. in
2006), whereas its average annual value re
mained unchanged from 2006 at 6.9% p.a.
RUSSIAN GOVERNMENT FOREIGN CURRENCY
DENOMINATED DEBT OBLIGATIONS. The Russian
government’s bonded debt denominated in for
eign currency in 2007 was represented by
eurobonds, series V and VII internal government

CORPORATE SECURITIES MARKET

G

rowth in the main segments of the Rus
sian corporate securities market1 slowed
down significantly in 2007. As before,
most of the exchange trades in shares
were conducted on the MICEX Stock Exchange
and St Petersburg Stock Exchange and on the
RTS, while the rubledenominated corporate
bonds were mostly traded on the MICEX Stock
Exchange, on the RTS and on the SPCEX.
The number of IPOs by Russian companies
on leading Russian and foreign exchanges in
creased in 2007. Rates of growth in the major
Russian stock market price indicators slowed
down significantly compared with 2006. From
January to the middle of September 2007,
Russia’s key stock indices fluctuated widely with
out setting any particular trend and in the subse
quent months Russian stock prices rose signifi
cantly. In December the MICEX and RTS stock
1

indices hit their historical highs. As a result, in
2007 the MICEX index gained 12% and the RTS
index 19% (as against 68% and 71% in 2006).
Market capitalisation slowed down in 2007.
RTS stock market capitalisation increased by 38%
year on year (as against 190% in 2006) and
reached $1,328.8 billion (32.6 trillion rubles).
MICEX Stock Exchange equities secondary
trade volume expanded by 38% year on year (as
against 240% in 2006) and reached 15.3 trillion
rubles. Transactions with shares issued by fuel,
power and metallurgy companies and credit in
stitutions accounted for most of the exchange
transactions.
Growth slowed down in the volume of out
standing corporate bonds on the ruble corporate
bond market in 2007 due to the fall in issuing
activity in August—December and the increase
in the value of bond redemptions. The value of

Including securities issued by nonfinancial enterprises and financial institutions.
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corporate bond placements on the MICEX Stock
Exchange in 2007 decreased by 1.8% year on year
and stood at 456.0 billion rubles (in 2006 it in
creased 80%).
MICEX Stock Exchange corporate bond sec
ondary trade turnover grew by 51% in 2007 year
on year and aggregated 2,729.7 billion rubles (in
2006 it doubled). Debt securities issued by credit
institutions and finance, oil, gas, power, railway
and communications and telecommunications
companies predominated in the structure of
MICEX Stock Exchange secondary trade.

Corporate bond yields demonstrated dif
ferent dynamics during 2007. In January—
July the average monthly yield of liquid cor
porate bonds on the secondary market fell
from 7.7% to 7.2% p.a., whereas in August—
September it rose to 8.1% p.a. and in the sub
sequent months of 2007 it fluctuated close to
this level.
The promissory note market in 2007 contin
ued to register a reduction in volumes of bank
transactions with promissory notes issued by non
financial enterprises.
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According to data compiled by Region Group
of Companies1, the yield of rubledenominated
promissory notes tended to rise in January—July
2007 and in the period from August through the
middle of November promissory note yields
soared. However, by the end of the year the yields
on most issues had dropped. The average annual
yield on 1, 3, 6 and 12month promissory notes
in 2007 rose by 0.9—1.1 percentage points year
on year and reached 8.1%, 8.5%, 8.8% and 9.1%
p.a., respectively.
According to credit institutions’ reports, the
average interest rate on rubledenominated prom
issory notes discounted by banks in 2007 edged
down by 0.1 percentage points to 10.0% p.a. The
average annual maturity of the ruble promissory
notes discounted by banks in 2007 increased to
over seven months.

ANNUAL REPORT

In 2007, Sberbank and VTB Bank registered
the results of a public placement of the largest
share issues. According to its share issue report,
Sberbank placed 230.2 billion rubles worth of
ordinary registered uncertified shares at the of
fered price. VTB Bank placed 206.3 billion rubles
worth of ordinary registered uncertified shares at
the offered price. As a result, the Sberbank and
VTB Bank share placements accounted for 44.6%
of the growth in aggregate banking sector equity
capital in 2007.
The value of bond issues registered in 2007
increased to 298.6 billion rubles as against
112.8 billion rubles in 2006. It should be noted
that because of the market situation, only 33.3%
of the total value of bank bond issues registered
in 2007 were placed, which amounted to 99.5 bil
lion rubles at par.
During most of 2007, bank share price dynam
ics differed by issuer, but in August there was a
fall in the prices of all banking sector equities. As
a result, in 2007 the price of Sberbank ordinary
shares rose by 13% (in 2006 it grew 140%),
whereas VTB Bank share prices fell by 14%.
The number of credit institutions whose shares
were traded on the Russian exchange market con
tinued to increase in 2007 and the volume of trade
in these papers expanded significantly. The share
of banking sector equities in the total secondary
trade stock turnover on the MICEX Stock Ex
change and St Petersburg Stock Exchange and on
the RTS more than doubled as compared with
2006 and reached 13%. The share of bank bonds
in the total turnover of corporate bond exchange
secondary trade on the MICEX Stock Exchange,
SPCEX and RTS increased to 19%.
To raise short and mediumterm funds, credit
institutions issued their own promissory notes.
Russia’s top 30 banks accounted for more than
half of the total value of promissory notes issued
by banks. In January—September 2007, the
value of promissory notes placed by these banks
declined, causing a fall in the total value of bank
promissory notes issued in that period. In Octo
ber—December the value of bank promissory note
placements increased. The value of promissory
notes and bank acceptances issued by credit in

BANK SECURITIES. The nominal value of bank
share and bond issues registered in 2007 increased
by 45.1% year on year, from 344.7 billion rubles
to 500.3 billion rubles, while the number of is
sues rose by 14.3%.
The total value of share issues registered in
2007 fell to 201.7 billion rubles from 231.9 bil
lion rubles in 2006. The value of share issues
launched to increase authorised capital decreased
from 176.4 billion rubles in 2006 to 126.9 billion
rubles last year. The value of share issues placed
in the course of setting up new credit institutions
or reorganising existing ones increased from
1.7 billion rubles in 2006 to 6.2 billion rubles in
2007. The value of the share issues registered for
the purpose of dilution, consolidation and con
version rose from 53.7 billion rubles in 2006 to
68.6 billion rubles in 2007.
Share issues registered with the objective of
increasing authorised capital accounted for 92.6%
of all registered share issues in 2007 (as against
94.2% in 2006). Share issues registered in the
course of setting up new credit institutions or
reorganising existing ones in 2007 accounted for
4.7% of all share issues as against 2.9% in 2006.
Share issues registered for the purpose of dilu
tion and conversion accounted for 2.7% of all
share issues (as against 2.9% in 2006).
1

Region Group of Companies is a leading operator of the Russian promissory note market and organiser of public
promissory note programmes, which regularly calculates and publishes promissory note market price indicators.
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stitutions in 2007 increased by 4.0% to 822.2 bil
lion rubles and their average annual value ex
ceeded the 2006 average by 5.7%.
The average annual interest rate on the ruble
denominated bank promissory notes sold to cor
porate entities in 2007 increased by 0.2 percent
age points year on year, to 7.6% p.a. The aver
age annual maturity period of the rubledenomi

nated bank promissory notes sold to corporate
entities exceeded seven months in 2007.
In 2007, the Bank of Russia registered 25 cer
tificate of deposit terms of issue and trade and nine
savings certificate terms of issue. As in 2006,
credit institutions incorporated in Moscow and
the Moscow Region accounted for the bulk of the
issue (98.0 billion rubles).

FINANCIAL DERIVATIVES MARKET

T

he aggregate futures and options exchange
trade turnover increased by 170% in 2007
year on year and stood at 9,734.8 billion

in the value of open positions on forward instru
ments on the principal trading floors. The ag
gregate value of open positions on forward ex
change contracts in the FORTS1 system in 2007
increased by 70% and on MICEX and the MICEX
Stock Exchange — by a factor of 3.4, as com
pared with 2006.
The range of forward exchange contracts ex
panded significantly in 2007 as 28 new futures
and options were introduced in FORTS and on
the MICEX and the MICEX Stock Exchange.
In 2007, the volume of futures trade with
delivery terms longer than three months ex
panded significantly, a process that may reflect
the increased use of exchange derivatives for
hedging risks.

rubles.
The expansion of trade on the Russian forward
market was due to the amendments made to Ar
ticle 1062 of Part 2 of the Civil Code of the Rus
sian Federation, which guaranteed legal protec
tion for settlement (nondeliverable) contracts
that were previously treated by Russian law as
bets. In addition, demand for exchange deriva
tives as riskhedging instruments rose in the sec
ond half of 2007 as financial market participants
grew increasingly uncertain about future prices.
The expansion of forward exchange market
turnovers in 2007 was accompanied by growth

FORWARD CONTRACT EXCHANGE TRADE TURNOVERS IN 2007
(billion rubles)*
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As for the futures market, most of trade was
conducted on its stock segment (contracts for
stock indices, stocks and bonds) and currency
segment. There was an expansion of the com
modities and interest rate futures segments, with
the latter demonstrating in 2007 the biggest
growth in futures trade turnover (it quadrupled
compared with 2006).
It should be noted that the Russian exchange
derivatives market in 2007 demonstrated a more
rapid development of the options market than the

ANNUAL REPORT

futures market. Conducted in the FORTS system,
options trade increased 4.2 times, whereas trade in
futures contracts on Russian exchanges increased
2.5 times. The stock segment (options for RTS in
dex futures contracts and Russian stocks) was the
most developed one on both the options and futures
markets. Options for dollar/ruble exchange rate
futures and gold futures were also traded.
The most liquid contracts on the exchange
derivatives market in 2007 were the RTS index
futures and options.
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I.4. BALANCE OF PAYMENTS AND FOREIGN DEBT
1.4.1. BALANCE OF PAYMENTS

As

in the previous years, Russia had a
strong balance of payments in 2007
due to the favourable external eco
nomic conditions and massive foreign capital in
flow into the private sector.
The Russian government has fulfilled all its
external financial obligations and continued to ac
cumulate international reserves.

Exports of food products and raw materials
for their production increased rapidly (1.6 times),
mainly due to the rise in the value of wheat ex
ports.
The European Union accounted for 55.8% of
Russian exports and AsiaPacific Economic Co
operation (APEC) member countries — 12.0%.
Russia’s leading trading partners were, as before,
the Netherlands (12.1% of Russian exports),
Italy (7.8%) and Germany (7.5%). There was
a rapid growth of Russian exports to the Repub
lic of Korea (an increase of 120% in 2007) and
Japan (70%).
Imports of goods increased by 36.0% com
pared with 2006 and reached $223.4 billion.
Thanks to a rapid growth in domestic demand,
import volumes expanded by 24.9%. The price
factor was less important: import prices rose by
8.9% on average.
Imports of most commodities increased but the
biggest growth was registered in the import of
machinery, equipment and transport vehicles
(51.0% of aggregate imports), chemicals and re
lated products and foodstuffs and raw materials
for their production (13.8% each). Compared to
2006, the value of imports of these products in
creased by 54.9%, 26.2% and 27.6%, respec
tively.
The APEC’s share in Russian imports ex
panded to 31.8%. The share of the European

CURRENT ACCOUNT
The current account surplus decreased by 17.0%
in 2007 as compared with 2006 and equalled
$78.3 billion. It was a result of the reduction of
the foreign trade surplus, caused by an acceler
ated growth of imports.
Exports of goods increased by 17.1% to
$355.5 billion. Export volumes expanded by
4.6% as average prices grew by 12.0%.
As in 2006, the principal exports were
crude oil, petroleum products and natural gas.
Their value increased by 14.6% and reached
$218.6 billion and their share in total exports
remained large — 61.5% (as against 62.8% in
2006).
Due to a high demand in the world exports of
metals and metal products increased by 21.1%,
from $41.1 billion to $49.8 billion. Ferrous metal
exports are valued at $25.3 billion and nonfer
rous metal exports — at $24.5 billion.
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RUSSIA’S MAJOR BALANCE OF PAYMENTS COMPONENTS AND INTERNATIONAL RESERVES
(US$, billion)
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Union remained virtually unchanged from 2006
at 43.7%, despite the latter’s enlargement. As for
individual countries, the leaders were Germany
(13.3%), China (12.2%) and Ukraine (6.7%).
The deficit of foreign trade in services in
2007 increased by 44.4% year on year and stood
at $19.8 billion. The main reason for growth was
a significant excess of imports over exports in the
‘travel’ item.
Exports of services increased by 26.5% to
$39.3 billion, mainly due to growth in the value
of transportation services (21.2% of export
growth), travelrelated services (24.0%) and
other business services (29.8%) provided to non
residents.
The most rapid growth was registered in ex
ports of financial services, which almost doubled,
and computer and information services, which
increased 1.7 times.
Imports of services increased by 32.0% year
on year to $59.2 billion. Most of this growth was
due to the expansion of travelrelated imports
(28.0% of import growth), other business ser
vices (21.7%) and transportation services
(18.3%). These imports accounted for 73.1% of
total imports and their value grew to $43.3 bil
lion. The highest rates of growth (60%) were
registered in imports of financial, computer and
information services.

The deficit of the compensation of employ
ees balance increased by 80%, from $4.4 billion
in 2006 to $7.9 billion in 2007. Compensation
paid to nonresidents ($9.9 billion) was 4.9 times
the compensation received by Russian residents
abroad ($2.0 billion). This difference was largely
the result of labour migration figures: the num
ber of foreign workers employed in the Russian
economy far surpassed the number of Russian
residents who sought temporary employment
abroad.
The deficit of the balance of investment in
come contracted by 10.8%, from $25.2 billion in
2006 to $22.5 billion in 2007. Total accrued in
come receivable amounted to $44.8 billion and
payable — to $67.3 billion.
The surplus of the balance of investment in
come of general government and monetary au
thorities doubled as compared to 2006 reaching
$16.0 billion. Just as in the previous year, the
major contributing factors were a reduction of
foreign debt and a significant expansion of inter
national reserves.
Private sector foreign debt service expendi
tures exceeded incomes from foreign assets by
$38.5 billion, but in 2007 the deficit of the bal
ance increased far more slowly than in 2006.
The deficit of the balance of current trans
fers increased 2.3 times to $3.5 billion (it was
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$1.5 billion in 2006). Transfers received stood
at $8.4 billion and transfers paid — at $11.9 bil
lion. Most of the transfers were various tax
payments and remittances related to migrant
workers.

Foreign capital inflow to the private sector
doubled in 2007 as compared to 2006 and reached
an estimated $206.2 billion.
Banking sector obligations to nonresidents in
creased by $70.9 billion (as against $51.2 billion
in 2006). Of these, obligations on other invest
ments accounted for $51.8 billion and obligations
on foreign loans — for $39.4 billion. Foreign di
rect investment increased by $7.4 billion and port
folio investment grew by $14.1 billion. Obligations
on financial derivatives decreased by $2.4 billion.
Other sectors also actively raised funds
from external sources: these are estimated at
$135.4 billion, an increase of 150% on 2006.
Foreign capital inflow in the form of direct in
vestments increased by 50% to $45.1 billion,
whereas growth in nonresident portfolio in
vestments slowed down to $2.6 billion. Foreign
loans, mostly longterm, grew 5.2 times to
$88.2 billion.
Resident foreign assets, net of the official for
eign exchange reserves, increased by $105.1 bil
lion in 2007 (as against $65.1 billion in 2006).
Direct investments abroad grew by $45.7 billion,
portfolio investments by $7.0 billion and other
investments by $55.2 billion. Foreign assets in
the form of financial derivatives decreased by
$2.8 billion.
Foreign claims by the general government
and monetary authorities decreased by $6.8 bil
lion, mostly due to the reduction of overdue debt
of foreign countries on loans from the former
Soviet Union.
Growth in private sector foreign assets is esti
mated at $111.9 billion (as against $71.2 billion
in 2006). Bank claims on nonresidents increased
by $25.0 billion, of which bank claims on loans,
current accounts and deposits grew by $21.8 bil
lion. By January 1, 2008, banking sector foreign
assets had reached $96.7 billion and obligations
to nonresidents — $210.8 billion. The share of
shortterm financial instruments contracted sig
nificantly. The banking sector’s negative net in
ternational investment position in 2007 increased
by 90% to $114.1 billion.
Overall, other sectors’ foreign assets increased
by $86.9 billion, while the value of foreign cash in
the nonbanking sector decreased by $15.7 billion.
The unprecedented inflow of foreign capital
into the private sector caused the favourable bal

CAPITAL AND FINANCIAL ACCOUNT
CAPITAL ACCOUNT. In 2007, Russia registered a
deficit of $10.2 billion in the balance of capital
transfers (there was a surplus of $200 million in
2006). The balance of capital transfers in 2007
was determined by government sector transac
tions connected with the settlement of the debt
developing countries owed the former Soviet
Union. Accounted for as part of the capital trans
fers paid, debt remission of this kind equalled
$9.7 billion.
FINANCIAL ACCOUNT. The favourable balance of
the financial account (net of reserves) increased
to $94.5 billion in 2007 from $5.4 billion in 2006.
The international investment position of the
general government and monetary authorities
was virtually unchanged. Massive inflow of for
eign capital into the private sector led to an al
most 100% increase in its net foreign liabilities.
The Russian economy’s financial obligations
to nonresidents grew by $199.6 billion in 2007
(as against $70.5 billion in 2006). Foreign di
rect investments increased by $52.5 billion,
portfolio investments by $12.7 billion and other
investments by $136.8 billion. Debt obligations
on financial derivatives decreased by $2.4 bil
lion.
General government foreign liabilities went
down by $7.6 billion. Obligations in the form of
outstanding debt securities declined by $3.9 bil
lion, foreign loans by $2.8 billion and other li
abilities by $900 million. In 2007, the Russian
Government paid $8.9 billion in foreign debt and
foreign debt service.
The government debt service ratio (the ratio
of total payments to exports of goods and services)
decreased from 9.8% in 2006 to 2.3% in 2007,
while relative to consolidated budget revenue to
tal payments fell from 8.4% to 1.7%.
Growth in the monetary authorities’ foreign
liabilities, mostly cash rubles held by nonresi
dents, stood at $900 million.
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January 1, 2008. Their foreign currency com
ponent expanded by $168.8 billion (net of the
exchange rate revaluation, it increased by
$148.9 billion) and stood at $464.4 billion. The
value of monetary gold increased by $3.8 billion
to $12.0 billion. By international standards Rus
sia has enough reserves to ensure stability of its
balance of payments in the medium term.

ance of crossborder private capital flows to ex
pand 1.9 times as compared to 2006 and in the
year under review it reached $81.2 billion.

INTERNATIONAL RESERVES
In 2007, Russia’s international reserves grew by
$172.7 billion and reached $476.4 billion as of
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1.4.2. FOREIGN DEBT

R

ussia’s foreign debt (debt to non
residents) increased by 50% in 2007
and as of January 1, 2008, stood at
$459.6 billion 1.
Private sector borrowings predominated: com
pared to the beginning of 2007, debt obligations
of the banking and other sectors increased from
$261.9 billion to $413.2 billion and their share
in total foreign debt expanded from 84.3% to
89.9%. General government and monetary au
thorities foreign debt decreased from $48.6 bil
lion to $46.4 billion and its share contracted from
15.7% to 10.1% of total foreign debt.
As of January 1, 2008, obligations classified
as ‘new Russian debt’ accounted for 80.2% of
total federal government debt. The debt assumed
by Russia as the successor to the former USSR
accounted for 19.8%.
In 2007, new Russian debt went down by $5.1
billion to $28.7 billion. The debt component that
decreased the most was foreign currencydenomi
nated securities. Its reduction was the result of
major payments connected with the redemption

of eurobonds placed in 1997 and partial redemp
tion of eurobonds issued in the course of restruc
turing the debt to the London Club of commercial
bank creditors. As of January 1, 2008, foreign
currencydenominated securities accounted for
$21.3 billion, or 74.2%, of new Russian debt,
loans from international financial organisa
tions — for $5.0 billion, or 17.4%, debt on other
loans — $1.7 billion, or 6.0%, and other debts —
$700 million, or 2.4%.
Debt of the former Soviet Union went down
from $9.4 billion to $7.1 billion. After August
2007 when Russia had paid most of its debt to
the Paris Club of creditor nations, its debt to
these countries amounted to no more than
$100 million, or less than 1.0% of the former
Soviet Union’s debt. Russia’s debt to former
Sovietbloc countries accounted for $1.5 billion,
or 21.2%, debt obligations to nonresidents in
the form of OVGVZ bonds — for $2.0 billion,
or 28.3%, and other debts, including debt to
the official creditors — for $3.5 billion, or
49.5%.

RUSSIA’S FOREIGN DEBT
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1

Taking into account exchange rate and market revaluation.
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RUSSIA’S FOREIGN DEBT
(as % of GDP)
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Banking sector foreign debt increased 1.6 ti
mes in 2007 and reached $163.7 billion and its
share in foreign debt of all sectors of the economy
expanded from 32.6% to 35.6%.
Growth in other sectors’ debt was the biggest
at $88.9 billion. The need to finance the purchase
of large amounts of assets played a major role in
the expansion of external borrowings. By Janu
ary 1, 2008, this debt had reached $249.6 billion
and accounted for 54.3% of the economy’s ag
gregate foreign debt.

As of the beginning of 2008, longterm for
eign debt amounted to $354.4 billion, or 77.1%
of total foreign debt, and shortterm foreign debt
equalled $105.3 billion, or 22.9% of the total.
It should be noted that 80.2% of the economy’s
foreign debt ($368.4 billion) was denominated
in foreign currency.
Relative to GDP, Russia’s foreign debt stood
at 35.5% in 2007 (as against 31.3% in 2006)
and general government foreign debt accounted
for 2.9% (as against 4.5% a year earlier).
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I.5. THE WORLD ECONOMY AND
INTERNATIONAL MARKETS

T

he external conditions for the Russian
economy in 2007 were characterised by in
creased risks due to the acceleration of
imported inflation and turmoil on global finan
cial markets.
The world rates of inflation increased in 2007.
Inflation also grew in the leading exporters of
goods to Russia (from 3.5% in December 2006
to an estimated 5.9% in December 2007). Infla
tion accelerated as growth in energy prices re
sumed. The increased world demand for foodstuffs
and their undersupply connected with relatively
poor grain harvests, the reduction of subsidies for
agriculture and exports and the use of agricultural
raw materials in the production of fuel led to sig
nificant growth in food prices. This particularly
affected inflation in the countries where foodstuffs
account for a large share in the consumer goods
basket, including China and the former Soviet
republics.
Growth in the world output of goods and ser
vices in 2007 is estimated by the IMF at 4.9%
(as against 5.0% in 2006). Economic growth
slowed down in the countries that are the major
importers of goods from Russia (it is estimated
at 4.6% as against 5.0% in 2006). The world
economic slowdown was largely due to the re
duction or slowing of growth in housing con
struction, especially in the United States, Japan,
Germany and some other countries. Export
growth had a major role to play in the accelera

tion of growth in China’s GDP, but Chinese im
ports also grew rapidly due to the expansion of
domestic consumption.
The situation on the world oil market was
largely affected by growth in consumption, espe
cially in Asian countries. Oil and petroleum prod
uct prices showed an upward trend but until the
middle of the year they were lower than in the
middle of 2006. In the second half of 2007,
growth in natural gas prices resumed but it was
not until the fourth quarter of the year that they
rose above the level registered before the price
fall in late 2006 and the first half of 2007.
The international trade situation of Russia
evolved under the impact of uneven intrayear
energy price dynamics. Oil and petroleum prod
uct exports from Russia to the European Union
and China in 2007 increased in value far less than
in 2006. Growth in the value of Russian exports
to Belarus was mainly due to the rise in energy
prices. The share of Russian exports in the struc
ture of commodity imports of Ukraine and
Kazakhstan contracted as these countries increas
ingly sought after products with a high value
added, including investment goods.
Terms of trade for oilexporting countries con
tinued to improve in 2007 for the fifth consecu
tive year, but the improvement was less pro
nounced than in the previous four years. Other
countries saw their terms of trade change slightly
for the worse as compared with 2006. The aver
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GROWTH IN OUTPUT OF GOODS AND SERVICES IN THE WORLD
AND IN INDIVIDUAL COUNTRIES (%)*
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China’s export market grew at rates close to the
average rate of growth in the export markets of
the OECD member countries. Exports from coun
tries other than the OECD members accounted
for more than 35% of total world exports of goods
and services. Export and import operations by the
developing countries of Asia made the biggest con
tribution to the expansion of world trade in 2007.
According to the IMF, gold and foreign ex
change reserves of the world’s nations, calculated
in SDR (Special Drawing Rights) terms, in
creased by 19.7% in 2007. The emerging mar
kets increased their reserves by 27.1% and they
accounted for more than 75% of the world’s ag
gregate reserves. China’s gold and foreign ex
change reserves rose to more than $1.5 trillion.
Russia ranks third in terms of gold and foreign
exchange reserves after China and Japan.
The international currency market in 2007
saw the US dollar fall against the euro and other
currencies, including the currencies of most of
Russia’s trading partners. The dollar depreciated
the most against the Turkish lira, the Brazilian
real, the Polish zloty and the Czech and Slovak
koruna and the least against the Japanese yen and
the British pound. In May 2007, China let the
yuan fluctuate against the US dollar within a
wider intraday exchange rate band.

age weighted rates of growth in the level of im
port prices (in the currencies of the importing
countries) in the member countries of the
Organisation for Economic Development and Co
operation (OECD) in 2007 were the lowest in
four years. There was also a slowing of growth in
export prices. Import and export prices in this
group of countries grew almost at the same rates.
The IMF estimates growth in international
trade in goods and services in 2007 at 6.8% (as
against 9.2% in 2006). The United States regis
tered a reduction in its trade deficit for the first
time since 2001, which was due to the slowing of
growth in the price of imported primary commodi
ties and materials, including energy products, and
investment goods. Eurozone import dynamics
were basically the same. China’s foreign trade
turnover continued to expand and growth in Chi
nese exports to the countries of Europe and Asia
accelerated, whereas growth in exports to the
United States slowed down. Import growth in the
oilexporting emerging markets accelerated year
on year and far surpassed growth in exports.
Export markets for the European emerging
market economies, including Turkey, and the new
industrial countries of Asia and the leading mem
bers of the Association of South East Asian Na
tions (ASEAN)1 expanded most rapidly in 2007.
1

OECD estimates. Export market growth in a country is an aggregated indicator of the increase in imports of goods
in the countries that are this country’s trading partners, weighted by their unit weights in the geographical structure
of exports from this country.
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Conditions conducive to flow of capital to the
emerging markets remained in the first half of
2007. Specifically, the net issue of debt securities
on the international capital market by private fi
nancial and nonfinancial corporations in Russia,
the United Arab Emirates, India, South Korea,
South Africa, Kazakhstan, China and some other
countries increased. However, the risk reassess
ment by investors in the second half of the year
made the international capital market inaccessible
to many borrowers, including residents of the
emerging market countries.
The situation on world financial markets in
2007 was characterised by an escalation of risks
and increased volatility of interest rates, exchange
rates and share prices. It was an aftermath of the
mortgage crisis in the United States. Mortgage loan
risk had increased by the beginning of 2007 as a
result of the rise in US interest rates in the period
from the middle of 2004 to the middle of 2006
and the subsequent fall in investor activity in hous
ing construction and the real estate price down
turn. Growth in nonpayments adversely impacted
mortgage credit institutions.
The increased mortgage credit risk under
mined confidence in mortgagerelated assets

created by securitisation and this led to the
downgrading of credit ratings of these assets and
the reduction of liquidity in the corresponding
segments of the financial market. Misgivings
about some assets eventually turned into a glo
bal problem of declining trust in counterparties,
which in the latter half of the year led to a short
age of supply on the money markets of many
countries and forced their central banks to take
emergency measures to boost liquidity. Such
measures were taken by the US Federal Reserve,
the European Central Bank (ECB) and the mon
etary authorities of Canada, Britain, Japan and
some other countries.
The actions taken by the central banks (pro
viding liquidity to the banking sector, the reduc
tion of the Federal Reserve benchmark interest
rate, the longterm refinancing operations con
ducted by the ECB and the Bank of England and
so forth) helped restore relative stability on the
markets by the middle of September. However,
volatility increased again in the fourth quarter in
the wake of reports about losses incurred by fi
nancial institutions in connection with mortgage
backed securities trading and the continued down
grading of financial asset credit ratings. These
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developments again compelled the US Federal
Reserve, the ECB and the central banks of Brit
ain, Switzerland and Canada to take liquidity
regulating measures at the end of the year.
The crisis provoked a rise in demand for high
security assets. The spread between yields on the
lowest credit risk securities (government bonds)
and yields on less secure assets widened. Fears of
negative macroeconomic consequences of the cri
sis and its effect on the financial performance of
corporations increased price volatility on stock
markets. The number of corporate mergers and
acquisitions declined. The crisis caused a sharp
depreciation of the US dollar in the second half of
2007.
The monetary policy of foreign countries de
pended on their economic situation, the situation
on the financial markets and the nature and level
of risk. It was seriously affected by the conse
quences of the US mortgage crisis. From Septem
ber to December 2007, the US Federal Reserve
cut the benchmark federal funds rate (the rate
on the shortestterm loans on the interbank
money market) from 5.25% to 4.25% p.a. The
cut was aimed at stabilising the financial sector
and the macroeconomic situation. The ECB raised
the refinance rate from 3.5% to 4.0% p.a. in the
first half of 2007, while the Bank of England at
the end of the year switched from raising interest
rates to cutting them.
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Denmark, Sweden, Switzerland, Poland, the
Czech Republic, Japan, South Korea and India
raised interest rates in 2007 to contain inflation.
The People’s Bank of China repeatedly raised the
benchmark rates on the yuandenominated depos
its and loans and the required reserve ratios for
credit institutions. At the same time, some coun
tries whose monetary policy succeeded in curb
ing inflation, such as Hungary, Slovakia, Turkey,
Indonesia, Thailand and the Philippines, cut their
interest rates.
The changes that took place in the global
economy and on financial markets in 2007 have
created less stable external conditions for the
Russian economy than they were in the previous
years. They also created preconditions for a fur
ther slowing of economic growth in the world,
including Russia’s trading partners, and a reduc
tion in global demand for industrial products and
raw materials. This is a consequence of the nega
tive effect of the real estate market situation and
the increased credit risks on domestic demand
dynamics in foreign countries. Instability on world
financial markets and the possibility of decline in
external financing increase the risk for countries
where previously growth in domestic loans was
accompanied by an expansion of banking sector
international obligations. There remains the risk
of inflation connected with a growth in the prices
of energy and agricultural products.
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II.1. MONETARY POLICY
II.1.1. MONETARY POLICY OBJECTIVES AND RESULTS

T

he monetary policy pursued by the Bank
of Russia in 2007 was aimed at consis
tently reducing the rate of inflation and
maintaining the stability of the national cur
rency, which was necessary to create conditions
conducive to sustainable economic growth. The
Guidelines for the Single State Monetary Policy
in 2007 set the target for consumer price infla
tion at 6.5—8.0% (December on December).
Core inflation that corresponded to this target
was projected at 5.5—7.0%. At the same time,
the social and economic development forecast of
the Russian Federation for 2007 set GDP growth
at 5.0—6.6%.
In reality, GDP growth in 2007 stood at 8.1%,
consumer prices rose by 11.9% and core inflation
ran at 11.0%.
External factors, such as significant growth in
food prices on foreign markets, had a major ef
fect on inflation in the year under review. In ad
dition, money supply that year grew faster than
expected due to massive capital inflow in the first
half of the year and the expansion of the refinanc
ing of Russian banks in the second half due to li
quidity problems created by the crisis on world
financial markets.

In 2007, the Bank of Russia continued to
maintain the managed floating exchange rate re
gime. While restricting the ruble exchange rate
volatility, it did not resist the evolving trend to
wards the ruble’s appreciation but merely con
trolled the pace of this appreciation in order to
maintain a balance between inflation dynamics
and the existing rate of economic growth.
Demand for the national currency grew at
rapid rates in 2007. One key factor determining
money demand and its dynamics was, as before,
the acceleration of growth in domestic demand
(estimates show that in 2007 it was the fastest in
recent years). Other major factors of money de
mand were growth in asset prices1 and ruble ex
change rate dynamics. In 2007, the velocity of
money, calculated by the monetary aggregate M2,
decreased by 18.8% on an average annual basis,
that is, far more than in 2006 (13.2%). The rate
of monetisation of the economy, measured by the
monetary aggregate M2, increased from 26.1%
to 32.2%.
The monetary authorities regulated money
supply in 2007 amid massive inflow/outflow of
capital and it was affected, to a great extent, by
the actions taken by the Bank of Russia within

1
The sharp rise in prices on the housing market in the second half of 2006 and early 2007 may serve as an indica
tion of growth in asset prices.
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the established exchange rate regime. To control
the inflationary effect of the excess money sup
ply, the Bank of Russia and the Russian Govern
ment took steps to absorb liquidity, of which a
large part was sterilised, as in the previous three
years, by the Stabilisation Fund. At the same time,
the deterioration of borrowing terms on foreign
markets in the second half of 2007 caused a sharp
rise in banking sector demand for Bank of Russia
refinancing operations, which increased signifi
cantly in volume.

Bank of Russia currency interventions on the
domestic forex market reached the highest level
in the second quarter of the year under review.
As a result, monetary aggregate M2 annualised
growth reached almost 60% by June 1, 2007.
In August and September the Bank of Russia reg
istered private sector net capital outflow and
therefore significantly scaled down its currency
interventions. As a result, the annualised rate
of M2 growth declined since August and as of
January 1, 2008, it stood at 47.5% (as against
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RUBLEDENOMINATED DEPOSITS OF HOUSEHOLDS AND NONFINANCIAL
AND FINANCIAL ENTERPRISES OTHER THAN CREDIT INSTITUTIONS
(as % of corresponding date of previous year)
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48.8% a year earlier). However, it was higher
than the projected increase in money demand.
Cash in circulation and demand deposits made
the biggest contribution to M2 growth in 2007.
For most of the year under review their overall
growth was considerably faster than a year ear
lier. Demand deposits, which are created mainly
from the funds of nonfinancial and financial cor
porations other than credit institutions, contin
ued to demonstrate particularly fast growth.
Growth in cash in the year under review was
largely due to the continued increase in house
hold income and the reduction of household de
mand for foreign currency. Net sales of foreign
cash to households through the exchange offices
fell by half in 2007 as compared with 2006. Ac
cording to balance of payments data, foreign cur
rency outside the banking sector decreased by
$15.7 billion in 2007 (as against $10.2 billion in
2006). At the same time, M0 growth slowed
down to 32.9% (as against 38.6% in 2006) and
the share of cash in M2 contracted to 27.9% as
against 31.0% a year earlier.
The trend towards continuous annual growth
in rubledenominated time deposits, most of
which (68—80%) are household deposits, began
to change in 2007. In the previous two years
growth in these deposits constantly accelerated,
expanding the share of rubledenominated time

deposits in household money income consump
tion. In 2007, however, this growth started to
slow down and stood at 39.9% as against 48.8%
a year earlier. One reason for this was the trans
fer of funds from ruble deposits to foreign currency
deposits, and the acceleration by several times of
growth in household foreign currency deposits in
2007 as compared with 2006 bears this out. The
reduction throughout 2007 of interest rates on one
yearplus ruble deposits, which in recent years have
accounted for the largest share of household de
posits, was a contributing factor. Moreover, the
acceleration of inflation in the second half of 2007,
which made household savings less attractive,
caused the growth in household rubledenominated
deposits to slow down.
At the same time, in 2007, as in the previous
three years, time deposits of nonfinancial and fi
nancial corporations other than credit institutions
increased at rapid rates. As a result, the share of
time deposits in the monetary aggregate M2 ex
panded from 37.7% to 39.9%.
The dynamics of the aggregate value of for
eign currency deposits did not demonstrate any
sustained trends in 2007, but their overall growth
accelerated compared with 2006. Nevertheless,
foreign currency deposits in money supply that
comprises these deposits went down from 11.4%
to 9.3%.
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BANK OF RUSSIA KEY INTEREST RATES AND OVERNIGHT MIACR*
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The principal source of growth in money sup
ply in 2007 was, as before, the expansion of net
foreign assets of the monetary authorities and
bank claims on the nonfinancial corporations.
However, growth in net foreign assets of the mon
etary authorities slowed down and stood at 46.2%
as against 52.4% in 2006, whereas growth in
claims on the nonfinancial corporations acceler
ated to 50.4% (as against 47.2% in 2006). The
continued increase in general government depos
its with the Bank of Russia restrained money sup
ply growth. At the same time, the rate of their
growth slowed down significantly in the year un
der review and stood at 53.8% as against 71.8%
in 2006.
To control money supply growth, the Bank of
Russia changed interest rates on its operations,
thus managing banking sector liquidity. To
sterilise excess liquidity created by massive cur
rency inflow to the domestic forex market, in
January—August 2007 the Bank of Russia raised
its fixed deposit interest rate and as a result, the
lower limit of the Bank of Russia interest rate
band rose to 2.75% p.a. The upper limit of the
band, set by the overnight rate, was lowered to
10.0% p.a. with the objective of gradually nar

rowing this band. In August—December, when
demand for refinancing increased, the Bank of
Russia cut the currency swap rate and took a se
ries of measures to provide more liquidity to credit
institutions.
As a result of the liquidity regulation measures
taken by the Bank of Russia in August—Decem
ber 2007, MIACR dropped from 5.8% p.a. in
August—November (occasionally it surged to
8—10% p.a.) to 4.4% p.a. in December. At the
end of the year there was a fall in interest rates
on longerterm interbank loans as well.
The situation on the interbank credit market
in August—December 2007 affected other inter
est rates. Least of all it influenced household de
posit rates. In 2007, interest rates fell on ruble
denominated household deposits with terms
longer than one year. Specifically, the interest rate
on deposits with maturities from one year to three
years in 2007 declined from 9.3% p.a. in Janu
ary to 7.5% p.a. in December. Interest rates on
household ruble deposits with maturities of up to
one year, except demand deposits, also decreased
until October. However, in September—Decem
ber the rise of the general level of interest rates
was followed by a certain increase in interest rates
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INTEREST RATES ON RUBLE LOANS TO NONFINANCIAL ENTERPRISES
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of 2007. In the first seven months, the interest
rate on ruble loans to nonfinancial enterprises
with terms of up to one year declined from 10.0%
p.a. in January to 9.2% p.a. in July and the one
yearplus deposit rate went down from 12.1% to
11.1% p.a. However, in the period from August
through December, when there was a shortage
of liquidity on the money market, the rate on loans
extended to nonfinancial enterprises for a term

on some shortterm household deposits. For ex
ample, the rate on the three to sixmonth ruble
deposits rose from 6.8% p.a. in August to 7.6%
p.a. in December, while the rate on household
ruble deposits with maturities shorter than one
year, except demand deposits, increased from
7.0% p.a. to 7.3% p.a.
Average interest rates on loans to nonfinan
cial enterprises continued to fall in the first half

56

II.1. MONETARY POLICY

of up to one year rose to 10.8% p.a. Longterm
credit rates (over one year) also increased (to
11.5% p.a.).
Growth in total loans extended in rubles and
foreign currency had been accelerating since the
second half of 2006. This was particularly obvious
in the dynamics of loans to nonfinancial enter
prises, which account for the largest share of loans.
Growth in loans to nonfinancial enterprises ac
celerated significantly (to 51.6% in 2007 as against
39.6% a year earlier) due to the rise in economic
activity, including investor activity. In the second
half of 2007, conditions for borrowing somewhat
deteriorated as interest rates grew on the domes

tic and international credit market, the latter re
maining a major source of funds for Russian com
panies. However, these changes had no marked
effect on lending to the nonfinancial enterprise
sector in the second half of the year under review.
In 2007, as in the previous years, growth in
loans extended to households was faster than
growth in loans extended to nonfinancial enter
prises. In the past four years loans extended to
households in rubles and foreign currency grew
by an average 81.5% a year, but in the second
half of 2006 their growth began to slow down and
in 2007 it stood at 57.0% as against 75.1% a year
earlier.
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II.1.2. MONETARY AUTHORITY INDICATORS
AND MONETARY POLICY INSTRUMENTS

E

xternal shocks impacted monetary indica
tor dynamics in 2007. In that situation the
Bank of Russia regulated money supply so
as to ensure that it matched the dynamics of
money demand and cushioned banking sector li
quidity fluctuations. To solve these tasks the Bank
of Russia used its monetary policy instruments
and made them more accessible to credit institu
tions.
The dependence of money supply on private
sector capital flows noted above led in 2007 to a
growth in the banking sector liquidity volatility
and a need for the monetary authorities to take
effective measures to stabilise the situation.
In the first half of 2007, which accounted for
over 80% of the year’s total net capital flow to
the private sector, the Bank of Russia actively
used mechanisms to absorb excess banking sector
liquidity, such as deposit operations and Bank of
Russia bond (OBR) operations, to eliminate im
balances on the money market. In the second half
of the year, it cooperated with the Government
in carrying out measures that allowed it to quickly
provide liquidity to the banking sector and im
prove the system of refinancing banks.
The aggregate effect of all these factors was
reflected in the dynamics of money supply by the
monetary authorities.
The expansion of the broad monetary base1,
which characterises the level of money supply by
the monetary authorities, slowed down to 33.7%
in 2007 from 41.5% in 2006. This was a result of
the 10.7% reduction in the rate of broad money
supply growth in the third quarter when banks
had a shortage of liquidity. In the second and

fourth quarters of the year the monetary base
expanded rapidly due to massive interventions
conducted by the Bank of Russia on the domestic
forex market.
As Russia had a strong balance of payments,
the main source of growth in the monetary base
was the expansion of the country’s international
reserves, which in 2007 reached $172.7 billion
at the current cross rates of foreign currencies
against the US dollar. This represents an increase
of more than 40% on 2006 growth. Net domestic
assets of the monetary authorities decreased by
2,848 billion rubles in 2007 (over 78% of the
value of Bank of Russia interventions on the do
mestic forex market). The main reason for the
contraction of net domestic assets of the monetary
authorities was, as before, the increase in the
balances of general government accounts with the
Bank of Russia2, which stood at 1,802.4 billion
rubles in 2007 (about 50% of the value of Bank
of Russia interventions).
The Stabilisation Fund mechanism continued
to play a major role in absorbing excess liquidity
amid massive inflow of foreign currency to the
domestic market (in 2007 Stabilisation Fund ac
counts grew by 1,502 billion rubles and aggre
gated 3,849 billion rubles). It should be noted
here that in November and December 2007 bud
get spending affected to some extent the liquidity
level in the economy as the balances of all catego
ries of budget accounts with the Bank of Russia
contracted. Part of these funds went to capitalise
the government development institutions.
Aggregate banking sector reserves3 increased
by 35.4% in 2007 (as against 47.8% in 2006).

1

The broad monetary base comprises cash issued by the Bank of Russia, including cash balances in banks’ tills,
funds in credit institutions’ required reserve accounts with the Bank of Russia, credit institutions’ correspondent
and deposit accounts with the Bank of Russia, credit institutions’ investments in Bank of Russia bonds, reserves for
foreign exchange operations deposited with the Bank of Russia and other Bank of Russia obligations on ruble
operations with credit institutions.
2
The balances of general government accounts with the Bank of Russia include the balances of funds of the federal
government, consolidated budgets of the constituent territories of the Russian Federation and government extra
budgetary funds in accounts with the Bank of Russia.
3
Aggregate banking sector reserves comprise cash balances in credit institutions’ tills, credit institutions’ required
reserve accounts with the Bank of Russia, funds in credit institutions’ correspondent and deposit accounts with the
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EXCHANGE RATE AND SOURCES OF MONEY SUPPLY IN 2006—2007
(quarterly change, billion rubles)
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Intrayear aggregate banking sector reserve fluc
tuations corresponded to the dynamics of the mon
etary base but had a wider range: in the third
quarter they went down by 35.3%, whereas in
the second and fourth quarters they grew signifi
cantly (by 43.7% and 32.6%, respectively).
To regulate money supply, in 2007 the Bank
of Russia not only sterilised excess liquidity, but
also supplied credit institutions with money,
utilising both open market operations and stand
ing facilities. It used monetary policy instruments
to reduce the inflationary pressure amid an un
precedented inflow of foreign capital and mitigate
the negative effects of the international liquidity
crisis on the domestic money market. Conse
quently, to balance out the situation, the Bank of
Russia in some periods had to provide liquidity
and in others — to sterilise it.
Given the Russian interbank market being
somewhat underdeveloped and segmented, there
were times when credit institutions simulta
neously needed both refinancing and liquidity
absorption instruments.

In the first half of 2007, when the liquidity
level was high, the Bank of Russia pursued a
monetary policy aimed at minimising the infla
tionary consequences of money supply growth.
It cut the refinance rate and raised interest rates
on the liquidity absorption instruments and thus
narrowed the interest rate band for Bank of Rus
sia operations from 8.75 percentage points to
7.50 percentage points, while interbank market
interest rates on overnight ruble loans ranged be
tween 2% and 7.45% p.a.
Deposit and OBR operations were the mon
etary policy mechanisms that allowed the Bank
of Russia to absorb excess banking sector liquid
ity. It used them most actively in January—July
when massive capital inflow and record foreign
currency purchases by the Bank of Russia on the
domestic forex market created a large excess of
banking sector liquidity. The average daily Bank
of Russia debt on these operations increased
2.2 times in 2007 as compared to 2006 (from
288 billion rubles to 638 billion rubles). At the
same time, the average daily amount of free bank

Bank of Russia, credit institutions’ investments in Bank of Russia bonds, and reserves for foreign exchange opera
tions deposited with the Bank of Russia.
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EXCHANGE RATE, AGGREGATE RESERVES AND NET FOREIGN ASSETS
OF CREDIT INSTITUTIONS IN 2006—2007
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ing sector liquidity, which, apart from the above,
included the balances of credit institutions’ ac
counts with the Bank of Russia, reached 1,133 bil
lion rubles in 2007, an increase of more than 70%
on 2006.
The Bank of Russia conducted deposit opera
tions weekly at 4week and 3month deposit auc
tions and daily at fixed interest rates on standard
‘tomnext,’ ‘spotnext,’ ‘call,’ ‘1week’ and
‘spotweek’ terms. The total value of deposit
transactions executed by the Bank of Russia in
2007 increased almost 4.6 times compared to
2006 and equalled 45,096 billion rubles, while
its maximum debt on deposit operations reached
1,298 billion rubles as against 375 billion rubles
in 2006. Fixedrate ‘tomnext’ deposits ac
counted for 73.0% of total funds raised. Most of
the deposit operations were accessible through the
Reuters Dealing system (98.0% of total opera
tions in 2007 as against 95.0% in 2006).
The Bank of Russia Board of Directors in 2007
doubled the fixed rates on deposit operations con
ducted with credit institutions on standard terms.
Over the year these rates increased from 2.25%
to 2.75% p.a. on overnight and call deposits and
from 2.75% to 3.25% p.a. on 1week deposits.
While raising the fixed interest rates, the Bank
of Russia revised interest rates on deposit opera
tions conducted at auctions. The average

weighted deposit interest rates stood at 3.02%
p.a. in 2007 (as against 2.41% p.a. in 2006).
The average weighted 4week and 3month de
posit auction rate stood at 4.33% p.a. (as against
4.06% p.a. in 2006).
The Bank of Russia in 2007 conducted opera
tions with its own bonds on the primary market
(by auction) and on the secondary market. Dur
ing the year it placed new OBR issues at auctions
on standard terms (buyback through an embed
ded put option or redemption in six months’ time)
and according to uniform schedule (in the middle
of the last month of each quarter) with subsequent
regular additional placements at weekly auctions.
Each quarterly OBR bond placement in 2007
was accompanied by a Bank of Russia offer to buy
back an outstanding issue if market participants
used the funds they raised to buy new bonds. This
arrangement enabled market participants to ex
change an OBR issue that was losing its liquidity
for a more liquid one.
To reduce the risk of a massive inflow of short
term capital at OBR auctions, the Bank of Rus
sia set interest rates based on the level of interest
rates on the domestic and international interbank
markets. The OBR average weighted yield in
2007 stood at 4.9% p.a.
The average daily nominal value of outstand
ing Bank of Russia bonds in 2007 increased to
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about 220 billion rubles as against 142 billion
rubles in 2006. By August the OBR market vol
ume had reached an alltime record high of over
380 billion rubles at par.
Total Bank of Russia bond sales in 2007
reached 662.1 billion rubles at market price, of
which 660.0 billion rubles worth of bonds were
sold by auction. A part of Bank of Russia bonds,
worth 101.3 billion rubles, were acquired by
market participants by exchanging outstanding
bonds on the days the new bond issues were put
on auction. Most of the OBR placements
(539.0 billion rubles) were made in the first half
of the year.
As the Finance Ministry scaled down federal
loan bond (OFZ) placements on the primary
market, in the fourth quarter of 2007 the Bank
of Russia sold 13.6 billion rubles worth of OFZ
bonds from its own portfolio to meet dormant
investors’ demand.
As the conditions in which Russian credit in
stitutions operated changed dramatically in the
second half of 2007, demand for Bank of Russia
refinancing instruments soared. To meet their
demand for rubles, credit institutions could use
repo operations, intraday, overnight and
Lombard loans, currency swap transactions with
the Bank of Russia and certain other operations.
Repo operations were the major market in
strument in terms of the amount of liquidity sup
plied to the banking sector in 2007. At the same
time, in January—July when there was a lot of
idle funds in the banking sector, interest rates on
this instrument were mostly higher than the
money market rates and there was little demand
for this instrument. However, in the second half
of the year, when banking sector liquidity con
tracted under the effect of the external shock,
demand for repos rose sharply.
From the latter half of August repo operations
were held each business day. Market participants’
demand focused on overnight repo auctions, with
the average weighted interest rate ranging from
6.03% to 6.70% p.a.
Total funds raised through auctionbased
repos in 2007 almost quadrupled compared to
2006 and reached 7,731 billion rubles.
As the situation on the money market deterio
rated in the third quarter of 2007, the Bank of
Russia decided to expand the refinancing of the

banking sector and for this purpose reduced dis
counts on the prices of securities involved in repo
operations and raised the limit on the repo op
erations it conducted and the limit on net growth
in the nominal value of its portfolio.
In late November 2007, in addition to repo
auctions the Bank of Russia began to conduct
fixedrate overnight and 1week repos at the rate
of 8.0% p.a. and 7.0% p.a., respectively. The
total value of these operations equalled 6.6 bil
lion rubles.
To enable market participants to conduct repo
transactions with foreign securities, the Bank of
Russia worked out rules and procedures for con
ducting overthecounter repo operations.
To obtain refinancing, banks in 2007 could
take not only intraday, overnight and Lombard
loans against the collateral (blocking) of securi
ties on the Bank of Russia Lombard List, but also
loans against the collateral of promissory notes,
claims under corporate loan agreements or bank
guarantees. The most soughtafter loans were
intraday loans, which increased in value by al
most 20% year on year and reached 13,500 bil
lion rubles.
Overnight loans, extended by the Bank of
Russia at the refinance rate, grew in value
2.8 times and totalled 133.3 billion rubles.
Lombard loans increased in value almost four
times as compared to 2006 and totalled 24.2 bil
lion rubles.
In 2007, credit institutions began to execute
Lombard loan transactions (at a fixed interest
rate and by auction) through the Moscow Inter
bank Currency Exchange Electronic Trade Sys
tem, which allows banks to conduct from a single
workplace the entire range of operations con
ducted by the Bank of Russia as part of its mon
etary policy (loans, deposits and repos).
On November 28, 2007, the Bank of Russia
introduced a new bank refinancing instrument,
the Bank of Russia Lombard loan extended at a
fixed interest rate for one calendar day (the in
terest rate was set at 8.0% p.a.).
Earlier, on October 11, 2007, the Bank of
Russia Board of Directors ruled that the fixed in
terest rate on 7day Lombard loans would be re
duced from 10.0% to 8.0% p.a. if two Lombard
auctions have been declared invalid or if it is used
in currency swaps.
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AGGREGATE BANKING SECTOR RESERVES AND BANK OF RUSSIA OPERATIONS
TO REFINANCE CREDIT INSTITUTIONS IN 2006—2007
(billion rubles)
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The average weighted Lombard credit rate fell
in 2007 by 0.18 percentage points year on year
to 7.0% p.a.
In the fourth quarter of 2007 for the first time
credit institutions began to take Bank of Russia
loans against the collateral of promissory notes,
claims under corporate loan agreements and
bank guarantees. The Bank of Russia started to
conduct these operations on October 9 and as of
January 1, 2008, their value reached 32.8 bil
lion rubles. The average weighted interest rate
on these loans stood at 7.72% p.a.
The Bank of Russia in 2007 stepped up its ef
forts to expand the range of assets (securities)
included in the Bank of Russia Lombard List,
which may be used by credit institutions as col
lateral in conducting operations to raise funds
from the Bank of Russia.
To give credit institutions broader opportuni
ties for obtaining liquidity, the Bank of Russia
Board of Directors in August 2007 decided to lower
the minimum international rating for the issuer
(issue) of corporate and subfederal bonds that
may be put on the Bank of Russia Lombard List
from BB in the Standard & Poor’s or Fitch Rat
ings classification or Ba2 in the Moody’s Investors
Service classification to B+ (Standard & Poor’s or
Fitch Ratings) or B1 (Moody’s Investors Service).

At the same time, the Bank of Russia Board of Di
rectors lowered the requirements for the interna
tional rating of organisations whose obligations are
accepted as security for Bank of Russia loans, and
for credit institutions whose guarantees are ac
cepted as security for Bank of Russia loans.
In the course of 2007, 97 subfederal and resi
dent corporate bond issues and 24 securities is
sues issued by nonresident corporate entities
outside Russia were placed on the Bank of Russia
Lombard List.
In 2007, the Bank of Russia raised its adjust
ment ratios, which now range from 0.75 (for sub
federal and resident corporate bonds with inter
national ratings B+ in the classification of Stan
dard & Poor’s and Fitch Ratings or B1 in the clas
sification of Moody’s Investors Service) to 0.99
(for Bank of Russia bonds).
On December 28, 2007, the Bank of Russia
put into effect a regulation that set up a new pro
cedure for extending Bank of Russia loans to
credit institutions against the collateral of non
market assets (promissory notes and claims un
der loan agreements), such as intraday loans,
overnight loans and fixedrate loans for up to
30 calendar days.
In August—November, when demand for
rubles soared, the Bank of Russia conducted

62

II.1. MONETARY POLICY

currency swap transactions as an additional in
strument to supply banks with liquidity. The to
tal value of ruble liquidity provided by the Bank
of Russia through the ruble/dollar and ruble/euro
swaps in the period under review stood at
194.8 billion rubles. The increase in demand for
these operations was largely due to a reduction
in October 2007 of the interest rate on them
from 10.0% to 8.0% p.a.
From the middle of August, when an acute
shortage of liquidity broke out, Bank of Russia
bond buyout operations provided an additional
channel of liquidity supply. In 2007, the Bank of
Russia bought out on the secondary market (not
counting the buyouts by offer or in connection
with the execution of the put option and the ex
change of outstanding bond issues for new ones)
232.3 billion rubles worth of OBR bonds, of
which 231.8 billion rubles worth of bonds were
bought out in the second half of the year.
The Bank of Russia occasionally used opera
tions to buy and sell securities from its own
portfolio as an additional means of regulating li
quidity. In September 2007, it bought 51.1 bil
lion rubles worth of federal loan bonds (OFZ) on
the open market and in October it bought 51.0 bil
lion rubles worth of Russian eurobonds.
As shortterm capital flowed into Russia in
quantity in the first half of 2007, the Bank of
Russia decided to raise from July 1 the required
reserve ratios to 4.5% for obligations to nonresi
dent banks in rubles and foreign currency and
other bank obligations in rubles and foreign cur

rency and to 4.0% for bank ruble obligations to
individuals.
As banking sector liquidity went down signifi
cantly in the third quarter of 2007, the Bank of
Russia lowered for three months (beginning Oc
tober 11) the required reserve ratios for bank
ruble obligations to individuals from 4.0% to
3.0% and for ruble and foreign currency obliga
tions to nonresident banks and other bank obli
gations in rubles and foreign currency from 4.5%
to 3.5%. At the same time, it allowed credit in
stitutions that intended to recalculate their re
quired reserves on the basis of the new standards
to conduct an extraordinary regulation on Octo
ber 11—15, 2007.
In addition, on November 1 the Bank of Rus
sia raised from 0.3 to 0.4 the averaging ratio for
the calculation of the average amount of required
reserves.
The number of credit institutions that used
their right to average their required reserves
grew from 726 as of January 1, 2007, to 767
as of January 1, 2008 (from 61.0% to 67.0%
of total credit institutions), while the part of
the required reserves that credit institutions
kept in correspondent accounts (subaccounts)
with the Bank of Russia grew from 43.2 bil
lion rubles in December 2006 to 124.1 billion
rubles in December 2007. Most of the credit
institutions that applied for the right to aver
age their required reserves were then using the
highest averaging ratio established by the Bank
of Russia1.

1

For credit institutions it was 0.3 until November 1, 2007, and 0.4 afterwards; for nonbank settlement credit
institutions and the Organised Securities Market Settlements Centre it was 1.0.
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II.1.3. EXCHANGE RATE POLICY

F

ollowing the Guidelines for the Single Sta
te Monetary Policy in 2007, the Bank of
Russia in 2007 continued to maintain the
managed floating exchange rate regime.
It used the ruble value of the bicurrency bas
ket, comprised of US dollars and euros, as the
operational target for its exchange rate policy.
This allowed the Bank of Russia to flexibly and
sensibly respond to the euro/dollar fluctuations
and cushion fluctuations in the nominal effec
tive rate of the ruble. In February 2007, it re
vised the structure of the bicurrency basket, in
creasing the share of the euro (from 0.4 euros to
0.45 euros).
As in 2006, during most of 2007 supply ex
ceeded demand on the domestic forex market.
In the first half of 2007, the reduction of the
current account surplus (to $38.8 billion from
$54.6 billion in the first half of 2006), caused by
import growth, was offset by massive private capi
tal inflow. Net private sector capital inflow
reached $66.4 billion in the first and second quar

ters of 2007 (as against $42.0 billion in the en
tire year 2006), mostly due to the IPOs placed
by the top two Russian issuers, Sberbank and
VTB Bank, and major property auctions. In that
situation, Bank of Russia net foreign currency
purchases reached a record high of $96.2 billion
in the period from January to June 2007.
The second half of 2007 was full of develop
ments that influenced significantly the world and
national financial systems. The crisis in the high
risk subprime loan sector of the US mortgage
market and the ensuing risk reassessment by the
leading financial market participants led to a con
traction of liquidity on world financial markets
and capital outflow from emerging markets. The
dollar sharply fell in value, while the price of oil
and other major exchange commodities, such as
gold, platinum and other, surged.
To reduce the risk of inflation amid persistent
growth in export prices and massive inflow of for
eign currency, at the beginning of the second half
of 2007 the Bank of Russia twice (in July and

BANK OF RUSSIA INTERVENTIONS ON DOMESTIC FOREX MARKET
AND BICURRENCY BASKET RUBLE VALUE
IN 2007
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early August) scaled down its support for the bi
currency basket. Nevertheless, in the middle of
August, as foreign investors withdrew from Rus
sian assets while residents hoarded foreign cur
rency to service foreign debt, demand for foreign
currency on the domestic market increased many
times over and exceeded supply and the current
market value of the bicurrency basket reached
the upper limit of fluctuations of the ruble value
of the currency basket, used by the Bank of Rus
sia as the operational target. To prevent the
ruble’s abrupt depreciation against the major
world currencies, during that period the Bank of
Russia sold $3.14 billion in foreign currency on
the domestic market.
In late August and September demand
matched supply on the domestic forex market,
whereas in the fourth quarter, when private capi
tal inflow resumed ($23.5 billion in October—
December) and the banking sector experienced a
shortage of liquidity, foreign currency supply ex
ceeded demand and the Bank of Russia was buy
ing up foreign currency.

2007
Real effective ruble rate

As a result, in the year under review aggre
gate Bank of Russia net foreign currency pur
chases increased by 21.0% year on year reaching
$142.3 billion.
Due to massive foreign currency inflow
through capital and foreign trade operations reg
istered for most of the year, Russia’s gold and for
eign exchange reserves increased by $172.7 bil
lion, or 56.8% and as of January 1, 2008, reached
$476.4 billion.
The nominal effective rate of the ruble against
foreign currencies in 2007 fell by 0.9%, whereas
the nominal rate of the ruble against the US dol
lar rose by 6.7% and against the euro it declined
by 2.7%.
In 2007, the real rate of the ruble gained less
than in 2006. The real effective rate rose by
5.1%, remaining within the exchange rate band
projected in the social and economic develop
ment scenarios of the Monetary Policy Guide
lines for 2007. The real rate of the ruble gained
15.0% against the US dollar and 5.8% against
the euro.
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II.2. RESERVE MANAGEMENT

W

hen managing its foreign exchange
reserves1, the Bank of Russia sought
to ensure their safety, liquidity and

fore, the management of the investment portfo
lio is aimed at receiving additional profitability
without violating the established safety and liquid
ity requirements. To increase profitability and,
at the same time, maintain the necessary level of
safety and liquidity, the Bank of Russia makes
investment decisions bearing in mind the current
state of the international currency and financial
market and forecasts for their future dynamics.
The main factor of growth in foreign exchange
reserves in 2007 was the purchase by the Bank
of Russia of foreign currency on the domestic forex
market. Other contributing factors were the pro
ceeds from operations with Bank of Russia for
eign exchange assets and precious metals and the
change in the exchange rates of other reserve cur
rencies against the US dollar.
The transaction portfolio of foreign exchange
reserves in 2007 expanded from $213.1 billion to
$281.2 billion. To make more income from for
eign exchange reserve placements, the Bank of
Russia used part of the reserves to buy bonds de
nominated in US dollars, euros and British pounds
(about $33.3 billion, 34 billion euros and 3.8 bil
lion pounds). As a result, the share of the Bank
of Russia foreign exchange reserve transaction
portfolio in total foreign exchange reserves went

profitability.
Safety of the foreign exchange reserves is en
sured by using a comprehensive risk management
system, based exclusively on the application of
highsecurity financial market instruments, im
posing stringent requirements on the foreign
counterparties of the Bank of Russia and setting
risk limits on each of them depending on their
solvency, and conducting operations under agree
ments with foreign counterparties that protect the
interests of the Bank of Russia.
To ensure in the most effective way the safety,
liquidity and profitability of foreign exchange re
serves, they are divided into the transaction port
folio and the investment portfolio. The transac
tion portfolio comprises shortterm money mar
ket instruments, such as the balances of corre
spondent accounts, deposits, repos and shortterm
discount securities. The management of this port
folio ensures the necessary level of lowrisk short
term foreign exchange assets. Funds in the invest
ment portfolio are invested in longterm and, con
sequently, riskier and, as a rule, more profitable
international capital market instruments. There

1

Denominated in reserve currencies Bank of Russia claims on foreign counterparties and Bank of Russiaowned
securities, except reserve currencydenominated foreign securities purchased by the Bank of Russia with an obli
gation to resell (reverse repo).
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FACTORS OF CHANGE IN BANK OF RUSSIA FOREIGN EXCHANGE RESERVES IN 2007
(US$, billion)
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down from 73.0% to 61.0%. The total value of
the foreign exchange reserve investment portfo
lio increased from $78.4 billion to $180.1 billion
in 2007 and its share in the total value of the
transaction and investment portfolios grew from
27.0% to 39.0%.
As of January 1, 2008, Bank of Russia for
eign exchange reserves were invested in the fol
lowing classes of instruments1: deposits and bal
ances of correspondent accounts (24.5%), repo
transactions (15.6%) and foreign securities
(59.9%). (Foreign securities are mostly govern
ment coupon bonds of the United States, Ger
many, Britain, France, the Netherlands, Austria,
Belgium, Spain, Finland and Ireland and discount
and coupon securities issued by agencies of these
countries).
The geographical structure of Bank of Russia
foreign exchange reserves as of January 1, 2008,
was as follows: the United States accounted for
37.3% of assets, Germany — for 14.6%, Brit
ain — for 12.7%, France — for 9.7%, Switzer
land — for 7.1% and other countries — for
18.6%. This structure is based on the residence
of the head offices of the banking groups that are
counterparties of the Bank of Russia in money
market operations (balances of correspondent
accounts, deposits and repos) and the issuers of
the securities in the Bank of Russia foreign ex
change reserve portfolios.
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The management of foreign exchange reserves
entails undertaking financial risks by the Bank of
Russia, especially market (currency and interest
rate) risk and credit risk. Risk management in
operations with foreign exchange reserves in

BANK OF RUSSIA
FOREIGN EXCHANGE RESERVES
BY INSTRUMENT IN 2007 (%)
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Chart 38
Foreign currency deposits with maturity
of up to 6 months and balances of accounts
Repos with maturity of up to 6 months
Securities with maturity shorter than 1 year
Securities with maturity longer than 1 year

1

Based on management reports on the market value of assets in the Bank of Russia foreign exchange reserve
portfolios (net of gold).
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BANK OF RUSSIA FOREIGN EXCHANGE RESERVES BY COUNTRY IN 2007
(as % of market value of reserves)
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cludes procedures for identifying and assessing
risks, setting limits on them and monitoring com
pliance with these limits.
In 2007, Bank of Russia foreign exchange re
serve assets were denominated in US dollars, eu
ros, British pounds and Japanese yen (hereinaf
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ter referred to as “reserve currencies”). In the
period under review the Bank of Russia also had
obligations expressed in reserve currencies (bal
ances of customer accounts, including Federal
Treasury accounts with the Bank of Russia, and
funds raised from repos with foreign counterpar
ties1).
The difference between Bank of Russia assets
in reserve currencies and Bank of Russia obliga
tions in these currencies represents net foreign
exchange reserves, whose currency structure is
the source of currency risk. The level of currency
risk assumed by the Bank of Russia is limited by
the standard currency structure of Bank of Rus
sia foreign exchange reserves, which sets the tar
get ratios of the reserve currencies in net foreign
exchange reserves and the permissible deviations.
Since foreign exchange reserves are measured in
US dollars, currency risk in the management of
foreign exchange reserves signifies the possibility
of a fall in the value of foreign exchange reserves
due to the deviation of the actual currency struc
ture from the standard one, caused by
unfavourable fluctuations in the exchange rates
of reserve currencies against the US dollar.
The standard currency structure of Bank of
Russia foreign exchange reserves has changed in

BANK OF RUSSIA
FOREIGN EXCHANGE RESERVES
BY CURRENCY IN 2007 (%)

US dollar

20

Funds raised in repo operations with foreign counterparties are not included in foreign exchange reserves.
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the year under review as follows: the standard
share of the Japanese yen was expanded at the
expense of the share of the US dollar.
In 2007, the Bank of Russia conducted con
version transactions with the US dollar, the euro,
the pound sterling and the yen on the interna
tional currency market. Massive US dollar pur
chases on the domestic forex market and the
changed amount and structure of Bank of Russia
foreign currency obligations (Federal Treasury
accounts1) compelled the Bank of Russia to mostly
sell dollars for other reserve currencies in order
to bring their share in net foreign exchange as
sets up to standard.
Credit risk was controlled by the limits set on
the Bank of Russia counterparties and the re
quirements for the credit quality of the issuers of
securities included in Bank of Russia foreign ex
change reserves. The lowest permissible long
term credit rating of Bank of Russia counterpar
ties and debtors in operations with Bank of Rus
sia foreign exchange reserves was set at A in the
classification of Fitch Ratings and Standard &
Poor’s rating agencies (or A2 in the classification
of Moody’s Investors Service). The lowest per
missible securities or securities issuer rating was
set at AA– in the classification of Fitch Ratings
and Standard & Poor’s (or Aa3 in the classifica
tion of Moody’s Investors Service). Deals that
involved the management of foreign exchange
reserves were struck with foreign counterparties
included in the corresponding list within the credit
risk limits established for them.
The structure of assets in the Bank of Russia
foreign exchange reserve portfolios by credit rat
ing as of January 1, 2008, was as follows: AAA
rated assets accounted for 58.7%, AArated as
sets — for 33.9%, and Arated assets — for 7.4%.
This structure is based on data on longterm credit
ratings assigned by Fitch Ratings, Standard &
Poor’s and Moody’s Investors Service to the head
offices of the banking groups that are the
counterparties of the Bank of Russia in money
market operations (balances of correspondent
accounts, deposits and repos) and the issuers of
the securities in the Bank of Russia foreign ex

change reserve portfolios. When the counterparty
or issuer ratings of these agencies differed, the
lowest rating was accepted. The asset structure
by rating is represented by major rating catego
ries AAA, AA and A without a breakdown of the
rating scale within each category2.
To assess the interest rate risk and the rate
of return of the portfolios of actual assets, the
Bank of Russia used standard portfolios created
under the procedure established by Bank of Rus
sia internal documents. The standard foreign ex
change reserve investment portfolio was rebal
anced on a monthly basis and the standard trans
action portfolio — on a weekly basis. The stan
dard portfolio represented a set of instruments
(index) formed by assigning to each instrument
that met the requirements established by Bank
of Russia internal documents a certain weight
(share) in the portfolio. The weight of an in
strument in the standard portfolio was deter
mined on the basis of the depth of the market
for that instrument.
Effective duration was an indicator used to
assess the level of interest rate risk, which signi
fies financial loss due to the change in interest
rates on each reserve currency. To control inter

BANK OF RUSSIA
FOREIGN EXCHANGE RESERVES
BY CREDIT RATING IN 2007 (%)
7.4
33.9

58.7

Chart 41
“A”

1

“AA”

“AAA”

Foreign exchange purchases by the Federal Treasury with money from the Stabilisation Fund.
Additionally to compare longterm credit ratings within each rating category, ‘+’ or ‘—‘ are added to Stan
dard & Poor’s and Fitch Ratings figures and the digits 1, 2 and 3 are added to Moody’s Investors Service ratings.
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est rate risk, the Bank of Russia set limits on the
deviation of the effective duration of the actual
foreign exchange reserve portfolios from the ef
fective duration of the standard portfolios.
The rate of return and effective duration of
the actual portfolios and the corresponding stan
dard portfolios were evaluated daily. The rate of
return took into account both realised income and
the change in the value of the assets that form the
portfolios1. The rate of return was evaluated for
each currency part of the transaction and invest
ment portfolios.
The rates of return on the Bank of Russia for
eign exchange reserve portfolios in 2007, calcu
lated on the accrual basis2, are shown in Addenda,
Section IV, IV.3. Statistical tables.
The US mortgage crisis that broke out in 2007,
had affected virtually all major financial markets
by the end of the year and the Bank of Russia had
to take a series of measures to reduce to a mini
mum the adverse aftereffects of the crisis on the
value of its foreign exchange reserves. Specifically,
it reduced the share of assets rated below AA;

ANNUAL REPORT

tightened requirements for counterparties and
deposit terms, and further limited the volumes of
operations with foreign counterparties. As inves
tor confidence in nongovernment securities de
clined, the Bank of Russia reduced the share of
these securities in its foreign exchange reserves
in favour of shorterterm instruments and gov
ernment bonds and imposed additional restric
tions on the volume of investments in nongov
ernment securities.
Bank of Russia gold assets are managed sepa
rately from its foreign exchange reserve portfo
lios. During 2007 the Bank of Russia expanded
its monetary gold assets by 47.46 tonnes, an in
crease of 12.9% on the beginning of the year.
The Bank of Russia continued to place gold it
kept in accounts in foreign credit institutions on
shortterm deposits with prime banks. In the pe
riod from January to August 2007, it placed gold
for terms of up to six months. In the subsequent
months, when the crisis on world financial mar
kets came to a head, it started to place gold for
shorter periods.

1

Relative indicator of percentage change in the value of the asset portfolio during one business day. The daily
portfolio rate of return was calculated according to the formula:

R=

MV1—MV0±CF
_____________
, where
MV0

R is the portfolio rate of return in one day;
MV1 is the portfolio’s market value as of the end of the current day;
MV0 is the portfolio’s market value as of the end of the previous day;
CF is the cash flows (money transfers) to or from the portfolio during the current day.
2
The aggregate rate of return of the portfolios is calculated using the linked index method. The rate of return for the
period was calculated using the formula:
R = (1+R1)*(1+R2)*…*(1+Rn)—1, where
R1 is the day’s rate of return.
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II.3. BANKING REGULATION AND SUPERVISION

T

he activities of the Bank of Russia in the
field of banking regulation and supervi
sion, conducted pursuant to the Federal
Law on the Central Bank of the Russian Fed
eration (Bank of Russia), in 2007 were aimed
at maintaining stability of the Russian banking
system and protecting the interests of depositors
and creditors. The Bank of Russia continued to
carry out measures designed to improve bank
ing supervision in line with the Russian Bank
ing Sector Development Strategy until 2008 and

in compliance with internationally accepted
standards.
In 2007, it issued regulations and instructions
aimed at upgrading Bank of Russia key policies
in banking regulation and supervision, including
the state registration of credit institutions, the li
censing of banking operations, risk assessment,
management and control, offsite supervision,
inspection, financial rehabilitation and liquida
tion of credit institutions and the prevention of
money laundering and terrorist financing.

II.3.1. REGISTRATION AND LICENSING OF BANKING ACTIVITIES

D

uring the year under review, the Bank
of Russia registered new credit institu
tions, issued banking licences, evalu
ated the financial situation of the founders (mem
bers) of credit institutions, sought to create con
ditions conducive to banking capital consolidation
and took action to ensure that credit institutions
have a transparent ownership structure.
At the same time, the Bank of Russia upgraded
methodologies to create favourable conditions for
banking sector capitalisation, introduce new
banking services and make it easier for the divi

sions and branches of credit institutions to begin
conducting banking operations.
The number of operating credit institutions
licensed to conduct banking operations decreased
by 53 in 2007 as compared with 2006 (taking
into account bank reorganisation) and as of Janu
ary 1, 2008, it stood at 1,136. The number of reg
istered credit institutions fell by 49, or 3.6%, and
as of January 1, 2008, stood at 1,296 (in 2006,
the number of registered credit institutions
dropped by 64, or 4.5%, and as of January 1,
2007, equalled 1,345).
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NUMBER OF REGISTERED OPERATING CREDIT INSTITUTIONS
AND BANKING LICENCES GRANTED TO THEM
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of their activities by obtaining additional licences
in 2007 (48 credit institutions, or 4% of the to
tal, in 2006).
In 2007, the Bank of Russia issued 17 general
licences, 12 licences to conduct foreign currency
operations and 10 licences to attract funds on de
posit and to place precious metals. It granted the
right to attract household deposits to six banks,
of which four received this right for the first time

Twelve new credit institutions (eight banks
and four nonbank credit institutions) were reg
istered during the year under review. Of these,
six banks are controlled by foreign capital. For
comparison, in 2006 seven credit institutions
were registered, including five banks (three of
them controlled by foreign capital).
Fortyone credit institutions, or 3.6% of total
operating credit institutions, expanded the range
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NUMBER OF OPERATING CREDIT INSTITUTIONS
AND THEIR REGISTERED AUTHORISED CAPITAL
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and two that had refused to participate in the
household deposit insurance system after the Fed
eral Law on Insurance of Household Deposits in
Russian Banks came into effect. Eleven credit in
stitutions in 2007 were denied additional licences
to expand the range of their operations for non
compliance with the requirements of federal leg
islation and Bank of Russia regulations (13 credit
institutions in 2006).
As of January 1, 2008, 906 out of 1,136 oper
ating credit institutions were licensed to take
household deposits, 754 credit institutions had
licences to conduct operations in rubles and for
eign currency, 300 credit institutions had gen
eral licences and 199 credit institutions had li
cences to deposit and place precious metals or
permission to conduct operations with precious
metals.
The consolidation of the banking business
continued in 2007: eight credit institutions
merged with three credit institutions. In addi
tion, seven credit institutions changed their form
of incorporation and legal status as they turned
from limited liability companies into jointstock
companies.
As of January 1, 2008, the number of branches
of operating credit institutions reached 3,455 (as
against 3,281 a year earlier), of which 169
were branches of wholly foreignowned banks
(90 a year earlier). The number of branches of

credit institutions differs by region: there are
758 branches, or 21.9% of the total, in the Cen
tral Federal District, 746, or 21.6%, in the Volga
Federal District and 202, or 5.8%, in the Far
Eastern Federal District.
There is a trend for credit institutions to
optimise their regional networks. The number of
additional offices increased by 26.5% to 18,979
as of January 1, 2008, and the number of cash
and credit offices rose by 54.9% to 1,543. At the
same time, the number of cash departments out
side cash settlement centres declined from 15,885
to 14,689. Many credit institutions and their
branches opened new divisions established under
Bank of Russia regulations, such as operations
offices and mobile cash points. As of January 1,
2008, there were 497 operations offices and
51 mobile cash points. The total number of inter
nal divisions of credit institutions and their
branches increased by 3,871 and as of January 1,
2008, reached 35,759 as against 31,888 as of
January 1, 2007. The number of internal divi
sions of credit institutions and their branches per
100,000 population rose from 22 in 2006 to 25
in 2007.
Measures taken by members (shareholders)
to increase the capitalisation of their credit insti
tutions led to the expansion of the aggregate
authorised capital of operating credit institutions,
which increased by 165.2 billion rubles compared
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to 2006 and reached 731.7 billion rubles.
Sberbank and VTB Bank IPOs accounted for
13.9% of the growth in banking sector authorised
capital, which amounts to 22.9 billion rubles. The
number of credit institutions with a registered
authorised capital of more than 175 million rubles
(5 million euros) rose to 470 as of January 1,
2008, or 41.4% of total operating credit institu
tions. The number of credit institutions with an
authorised capital of more than 300 million rubles
stood at 302 as of January 1, 2008, or 26.6% of
total operating credit institutions (as against 266,
or 22.4%, as of January 1, 2007, and 243, or
19.4% as of January 1, 2006) and the number of
credit institutions with an authorised capital of
150 million rubles to 300 million rubles stood at
248, or 21.8% (as against 217, or 18.3%, as of
January 1, 2007, and 204, or 16.3%, as of Janu
ary 1, 2006).
Compared to 2006, the number of operating
credit institutions with an authorised capital of
less than 150 million rubles fell by 120 to 586 (as

Over 300 mln rubles

1.01.2008

against 706 as of January 1, 2007, and 806 as of
January 1, 2006).
The year under review saw a rise in the share
of nonresidents in the Russian banking system.
Total foreign investment in the banking sector
reached 183.5 billion rubles. In 2007, it increased
by 93.4 billion rubles, or doubled, mostly due to
the increase by operating credit institutions of
their authorised capital with nonresident funds.
The nonresident share of the aggregate registered
authorised capital of Russian credit institutions
increased from 15.9% as of January 1, 2007, to
25.1% as of January 1, 2008. Exclusive of the
share of nonresidents under material influence
of Russian Federation residents, the nonresident
share of the aggregate registered authorised capi
tal of credit institutions grew over that period
from 14.9% to 22.8%.
Credit institutions with foreign interest are
located in 40 Russian regions, 124 of them, or
61.4% of the total, in Moscow and the Moscow
Region, and 16 in St Petersburg.
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II.3.2. OFFSITE SUPERVISION

In

the field of offsite supervision the Bank
of Russia in 2007 focused on the preven
tion of problems in credit institutions on
early stages (early warning system), with risk
based supervision being one of the methods of
achieving this goal.
The Bank of Russia used the early warning sys
tem when it conducted its monthly monitoring of
the banks participating in the deposit insurance
system to make sure that they complied with the
requirements of Federal Law No. 177FZ, dated
December 23, 2003, ‘On Insurance of Household
Deposits in Russian Banks.’ Whenever banks
failed to comply with the deposit insurance sys
tem requirements, the Bank of Russia examined
the reasons for noncompliance and the remedial
measures taken.
Taking into consideration the situation on in
ternational financial markets in the second half
of 2007, the Bank of Russia paid increased at
tention to the liquidity situation in credit institu
tions and made sure that they had an adequate
liquidity risk management system. Its regional
branches, which exercise immediate supervision
over credit institutions, constantly monitored the
state of liquidity in credit institutions, including
their correspondent accounts opened with the
Bank of Russia. They watched particularly closely
the banks that borrowed heavily on the Russian
interbank market and abroad. In October 2007,
the Bank of Russia made known to its regional
branches information on the advanced methods
of organising effective liquidity risk management
and control in credit institutions.
Taking into consideration the rapid expan
sion of consumer lending, the Bank of Russia at
tached priority to offsite supervision of credit
institutions in this sphere of activity. Realising
that in some regions there was a sustained trend
towards growth in overdue debt on consumer
loans, the Bank of Russia tightened control over
the creation by banks of portfolios of homoge
neous loans extended to households and the loss
provisioning for these loans. Specifically, it made
sure that banks only included in the portfolio of
homogeneous loans those in regard of which the

borrower has been informed about their effec
tive interest rate, as required by Bank of Russia
Ordinance No. 1759U, dated December 12,
2006, ‘On Amending Bank of Russia Regulation
No. 254P, Dated March 26, 2004, on the Pro
cedure for Making Provisions by Credit Institu
tions for Possible Losses on Loans, Loan and
Similar Debts.’
When implementing offsite supervision of
credit institutions, the Bank of Russia considered
all information the supervisory authority had
about them, including customer complaints, most
of which were connected with consumer lending.
With regard to banks that accounted for a large
number of complaints, supervisory decisions were
taken which included working meetings, some
times with the participation of the complainants.
Among the main causes of disputes and conflicts
are the desire by banks to make maximum profit
in minimum time in this segment of the market;
the lack of legal and financial expertise among
borrowers and loopholes in legislation on con
sumer lending. In 2007, the Bank of Russia was
actively involved in upgrading the legal frame
work of consumer lending. In addition, it has
planned a series of measures aimed at arranging
closer supervisory cooperation with credit insti
tutions and improving the general public’s finan
cial literacy.
The shortcomings and violations of the law
discovered in the work of credit institutions and
the necessary remedial measures were promptly
discussed with their managers and owners. Pre
ventive measures continued to prevail in super
visory decisions taken in 2007.
The Bank of Russia in 2007 continued efforts
to detect credit institutions that used inappropri
ate assets to create equity capital. It examined
389 credit institutions for this purpose, of which
12 were found guilty of this malpractice. The
Bank of Russia met the request of five credit in
stitutions to repeal the equity capital readjustment
requirements it had imposed on them earlier, and
suspended the enforcement of Ordinance
No. 1656U, dated February 6, 2006, with re
gard to two credit institutions after they had cov
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ered the risks they had assumed when using in
appropriate assets as a source of equity capital.
In 2007, the Bank of Russia implemented con
solidated supervision of banking (consolidated)
groups, analysing on a regular basis the consoli
dated statements submitted by parent credit in
stitutions and other information, including in
spection results. It paid special attention to the
assessment of the completeness of the determina
tion of the consolidation perimeter, the correct
ness of reporting and the financial situation of the
group, including the observance of prudential
standards. When it discovered violations of bank
ing legislation and Bank of Russia regulations by
the parent credit institutions of the groups, it took
preventive measures (sending information in
writing) or forced measures (mostly fines).
In 2007, the Bank of Russia analysed state
ments compiled by credit institutions and bank
ing groups under the International Financial Re
porting Standards (IFRS statements) for 2006.
IFRS statements for 2006 were presented to the
Bank of Russia by 1,155 credit institutions and
175 banking groups (out of 1,189 credit institu
tions and 212 banking groups) and nine banking
groups that recognised themselves as such accord
ing to the IFRS. The overwhelming majority of
the IFRS statements presented by credit institu
tions and banking groups to the Bank of Russia
had been vetted by auditors. The socalled modi
fied auditor’s report, that is, the auditor’s report
that contains additional information for users,
was presented with regard to statements by
13 credit institutions, which accounted for 3.0%
of aggregate banking sector assets, and two bank
ing groups, which accounted for 5.4% of aggre
gate banking group assets.
Unconsolidated IFRS statements were dis
closed by 510 credit institutions (44% of total
credit institutions that presented IFRS state
ments), of which 489 credit institutions, or 42%,
disclosed them by posting them on their websites.
In some cases, IFRS statements were published
by the mass media. Consolidated IFRS statements
were disclosed by 102 banking groups (56% of
total groups that presented IFRS consolidated
statements) on the websites of their parent credit
institutions and one group published its IFRS con
solidated statement in Bukhgaltersky balans
(Balance Sheet) journal.
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The Bank of Russia analysed IFRS statements
by comparing indicators and data on credit insti
tutions and banking groups in their IFRS state
ments and statements compiled according to Rus
sian accounting rules with the objective of detect
ing discrepancies and establishing their causes.
This analysis showed that there were minor dif
ferences between data on assets, liabilities, eq
uity capital and financial results reported by credit
institutions and banking groups under IFRS and
under Russian accounting rules.
In the course of upgrading the regular moni
toring of banking risks as a major element of risk
based supervision, in 2007 the Bank of Russia
worked out principles for monitoring market risks
and capital adequacy. Its banking risk monitor
ing system comprised five subsystems: liquidity
monitoring, nonfinancial enterprise sector loan
monitoring, household loan monitoring, capital
adequacy monitoring and market risk monitor
ing. The purpose of the regular monitoring was
to prevent negative trends in the banking sector
and to identify banks that may provoke the de
velopment of such trends. Credit institutions
where monitoring results revealed negative trends
were further examined for the purpose of super
visory response.
The monitoring of nonfinancial enterprises by
the Bank of Russia in 2007 was necessary for in
formational and analytical support of the func
tioning of supervisory divisions, primarily in Bank
of Russia regional branches. Thus, the assessment
of the circumstances capable of affecting the fi
nancial stability of the banks included an analy
sis of the economic conditions of the nonfinan
cial enterprises that are counterparties of the su
pervised bank and their production and financial
performance. In addition, supervisors examined
the quality of the methodologies used by the su
pervised credit institution to evaluate the finan
cial situation of its borrowers.
The Bank of Russia attached great importance
to the transparency of individual credit institu
tions and the banking sector as a whole. In 2007,
it issued the annual Banking Supervision Report
and continued to post an online version of the
monthly Russian Banking Sector Review.
As of January 1, 2008, over 84% of total op
erating credit institutions disclosed information
about their activities on the Bank of Russia
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website, an increase of 14% on 2006. As of the
beginning of 2008, 698 credit institutions, or
more than 61% of the total, agreed to disclose
information in compliance with Bank of Russia
Letter No. 165T, dated December 21, 2006, ‘On
Disclosure of Information by Credit Institutions,’
that is, agreed to disclose all data required in forms
0409101 and 0409102.
In response to repeated requests from repre
sentatives of the banking community, the Bank
of Russia in 2007 opened an Extranet portal to
communicate with credit institutions, based on
the automated electronic communication system
in the Bank of Russia Moscow branch. In addi
tion to inquiries by credit institutions, audit firms
and other companies and official answers and
clarifications, the Bank of Russia posts the for
mat and control rules for the collection of reports
from credit institutions, versions of the computer
software for the collection of reports from credit

institutions and other information. As of the be
ginning of 2008, more than 2,500 users such as
credit institutions and their branches and special
ists with Bank of Russia regional branches were
linked up to the Bank of Russia Extranet portal,
among them all the credit institutions based in
Moscow and the Moscow Region and 167 regional
credit institutions.
To provide effective information support for
its divisions, expedite and improve decision
making and optimise the sharing of information
in the course of collecting, consolidating and
analysing bank statements and other informa
tion on credit institutions, the Bank of Russia in
2007 worked to develop a Single Bank of Russia
Banking Sector Regulation and Development
Information System. This work will continue in
2008 and when it is completed, Bank of Russia
supervisors will have a single information sys
tem at their disposal.
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II.3.3. INSPECTION OF CREDIT INSTITUTIONS

M

ost of the inspections of credit institu
tions and their branches in 2007 were
conducted according to schedule. In
spections of credit institutions and their branches
focused on banking operations that involved high
risk, such as loans to households. In addition, in
spectors detected violations of the Federal Law
on Countering the Legalisation (Laundering) of
Criminally Obtained Incomes and the Financing
of Terrorism and identified banks with liquidity
problems. Inspection assignments included ques
tions that enabled inspectors to assess the actual
risk levels in these areas of banking and, conse
quently, assess the financial soundness of credit
institutions and their branches.
A total of 1,742 inspections of credit institu
tions and branches of credit institutions were con
ducted by Bank of Russia authorised representa
tives in 2007.
Of these, 393 (22.6%) were comprehensive
inspections and 1,349 (77.4%) — thematic in
spections. At the same time, 97 comprehensive
inspections and 520 thematic inspections were
conducted in the branches of credit institutions
(87 of these, all of them thematic, were conducted
in Sberbank branches).
The Bank of Russia inspected 866 credit in
stitutions (72.8% of the total as of January 1,
2007) and 609 branches of credit institutions
(18.6% of the total as of January 1, 2007), in
cluding 84 Sberbank branches (9.8% of total
Sberbank branches in operation as of January 1,
2007).
The trend towards a reduction in the number
of inspections per credit institution, which began
several years ago, continued in the year under
review, which was reflected in the decrease of the
total number of inspections and the change in the
ratio between scheduled and unscheduled inspec
tions in favour of the former. In line with the
General Plan of Comprehensive and Thematic
Inspections of Credit Institutions and their
Branches for 2007, the Bank of Russia conducted
1,322 scheduled inspections (76% of total inspec
tions), of which 726 inspections were conducted
in credit institutions, 511 in the branches of credit

institutions and 85 in Sberbank branches. In
2007, the Bank of Russia conducted 173 sched
uled interregional inspections of credit institutions
and their branches.
Pursuant to Article 32 of the Federal Law on
Insurance of Household Deposits in Russian
Banks, the Bank of Russia conducted with the
participation of the Deposit Insurance Agency 131
scheduled inspections of banks participating in the
deposit insurance system (14.2% of total banks
that participated in this system as of January 1,
2007).
In 2007, the Bank of Russia conducted 420 un
scheduled inspections (24% of total inspections),
of which one inspection was conducted with the
participation of the Deposit Insurance Agency.
At the decision of its management the Bank of
Russia conducted 109 unscheduled inspections,
or 26% of the total number. The purpose of most
of these inspections was to verify compliance with
the Federal Law on Countering the Legalisation
(Laundering) of Criminally Obtained Incomes
and the Financing of Terrorism, and Bank of
Russia regulations on cash and currency exchange
operations. Special attention was paid to the de
tection and prevention of dubious operations.
Most of the unscheduled inspections (311, or
74% of the total) were conducted by the decision
of the management of regional branches of the
Bank of Russia. Virtually all of them (307) were
conducted after credit institutions had increased
their authorised capital by more than 20% or
when credit institutions requested permission to
expand the range of their operations. Four inspec
tions were conducted in connection with the
implementation of bankruptcyprevention mea
sures.
In the course of inspections held in 2007 the
Bank of Russia detected 17,969 infractions com
mitted by credit institutions and their branches.
Most of the violations (4,376, or 24.4% of the
total) were connected with noncompliance with
the requirements of the Federal Law on Coun
tering the Legalisation (Laundering) of Crimi
nally Obtained Incomes and the Financing of Ter
rorism. Many violations were detected in credit
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operations (3,469, or 19.3%), bookkeeping
(1,698, or 9.4%) and accounting and reporting
(1,425, or 7.9%). There were 1,244 violations
of cash operations rules (7% of the total) and
1,024 violations of currency legislation (5.7%).
Compared to 2006, the number and structure of
violations remained virtually unchanged.
The Bank of Russia Main Inspectorate for
Credit Institutions in 2007 constantly carried out
measures to improve the quality of inspection,
making special emphasis on the need to enhance
the effectiveness and quality of preparations for

inspections, to improve inspection methodologies
and to tighten control over the quality of inspec
tion reports.
When preparing inspections, special attention
was paid to cooperation with offsite supervision
divisions and to functional interaction between
the heads of the working groups and the curators
of credit institutions.
To improve the quality of inspections and to
optimise and rationalise the inspectors’ work, the
Bank of Russia began to develop and introduce
bank inspection flow charts, which represent an
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INSPECTIONS PER CREDIT INSTITUTION
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algorithm of the inspector’s actions, from the
analysis of a credit institution’s statements to
compiling the inspector’s report.
The Bank of Russia continued the practice of
hearing reports by its regional branches on inspec
tion and in the course of these hearings in 2007
the Bank of Russia analysed 56 reports on inspec
tions conducted by eight Bank of Russia regional
branches located in the Central Federal District,
NorthWestern Federal District, Southern Fed
eral District, Urals Federal District and Siberian
Federal District. Thirtynine expert reports were
presented to the management of the Bank of Rus
sia Main Inspectorate for Credit Institutions.
In the year under review, the Bank of Russia
continued to take measures to enhance the effi
ciency of the interregional inspectorates of its

Main Inspectorate for Credit Institutions. Empha
sis was made on coordinating the efforts of the
inspection divisions of Bank of Russia regional
branches and providing them with methodologi
cal support. Specialists with the interregional
inspectorates took part in 81 inspections and
analysed 948 inspection reports, sending to the
regional branches their comments on 220 of them.
To improve inspection regulations and meth
odologies, the Bank of Russia in 2007 issued meth
odological recommendations on the inspection of
the bank risk management system, credibility of
accounting and reporting and compliance with the
required reserve ratios. To streamline the process
of recording inspection results, it drafted method
ological recommendations on the sample structure
and content of an inspection report.
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II.3.4. BANK BANKRUPTCY (INSOLVENCY) PREVENTION
AND WITHDRAWAL OF INSOLVENT CREDIT INSTITUTIONS
FROM THE BANKING SERVICES MARKET

In

2007, Bank of Russia regional branches
controlled the activities of credit insti
tutions liable to insolvency (bank
ruptcy) prevention procedures under Article 4 of
the Federal Law on Insolvency (Bankruptcy) of
Credit Institutions.
In 2007, the Bank of Russia ordered 10 credit
institutions to undergo financial rehabilitation
(seven credit institutions fulfilled the order on
time, whereas three failed to do so and subse
quently had their banking licences revoked).
During the year under review the Bank of
Russia oversaw the activities of 62 provisional ad
ministrations of credit institutions. It appointed
50 provisional administrations to run credit in
stitutions and dismissed 53 provisional adminis
trations, 41 of them in connection with arbitra
tion court rulings on compulsory liquidation and
the appointment of a liquidator and 12 — in con
nection with arbitration court rulings to declare
credit institutions insolvent (bankrupt) and ap
point receivers. Representatives of the Deposit
Insurance Agency participated in 41 provisional
administrations of credit institutions in 2007.
Pursuant to Article 74 of the Federal Law on
the Central Bank of the Russian Federation (Bank
of Russia) and Articles 20 and 23 of the Federal
Law on Banks and Banking Activities, the Bank
of Russia issued orders to revoke (cancel) bank
ing licences from 54 credit institutions, of which
five credit institutions had their licences cancelled.
Most of the licences (43) were revoked (can
celled) from credit institutions incorporated in
Moscow and the Moscow Region. Fortyfour
banks (51 in 2006) had their licences revoked in
2007 for repeated violations within one year of
the provisions of Articles 6 and 7 (excluding clause
3 of Article 7) of the Federal Law on Countering
the Legalisation (Laundering) of Criminally Ob
tained Incomes and the Financing of Terrorism.
Two credit institutions (the same number as in
2006) had their licences revoked for failure to

meet their pecuniary obligations to creditors and
(or) effect compulsory payments.
As of January 1, 2008, 157 credit institutions
were subject to liquidation that had their licences
revoked (cancelled) and for which the Bank of
Russia had not received liquidation registration
certificates from the registration authority. Liq
uidation procedures were implemented in 150 of
them and as for the remaining seven credit insti
tutions, by the reporting date no court rulings had
been made on them after the revocation of their
licences. Most of the liquidated credit institutions
(78) were declared bankrupt and bankruptcy
proceedings were initiated (23 of them were de
clared bankrupt with bankruptcy proceedings ini
tiated in 2007); 64 credit institutions were to be
liquidated by arbitration court rulings (43 credit
institutions in 2007); eight credit institutions
were liquidated on a voluntary basis by decision
of their founders (members) (of these, five credit
institutions were liquidated in 2007).
Pursuant to clause 2 of Article 50.11 of the
Federal Law on Insolvency (Bankruptcy) of
Credit Institutions and Article 23.2 of the Fed
eral Law on Banks and Banking Activities, rep
resentatives of the Deposit Insurance Agency as
of January 1, 2008, implemented liquidation pro
cedures in 119 credit institutions; in 29 of them
liquidation procedures were completed in 2007
and arbitration courts pronounced the relevant
rulings.
In 2007, the Bank of Russia registered the liq
uidation of 61 credit institutions, of which
33 credit institutions were liquidated by ruling of
the arbitration court on the completion of bank
ruptcy proceedings, one credit institution was liq
uidated by its founders (members) and creditors
through outofcourt bankruptcy proceedings,
23 credit institutions were liquidated by court rul
ing for reasons other than bankruptcy and four
credit institutions were liquidated by their
founders (members) on a voluntary basis.
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Twentyeight arbitration managers were ac
credited with the Bank of Russia in 2007 as the
receivers of bankrupt credit institutions and 13
of them had their accreditation extended. The
Bank of Russia extended the terms of 14 arbitra
tion managers’ (liquidators’) certificates issued
before the coming into force of Federal Law
No. 121FZ, dated August 20, 2004, ‘On Amend
ing the Federal Law on Insolvency (Bankruptcy)
of Credit Institutions and Invalidating Certain
Laws and Provisions of Laws of the Russian Fed
eration,’ and refused to extend two certificates.
As of January 1, 2008, 26 arbitration managers
were accredited with the Bank of Russia and three
credit institution arbitration managers’ (liquida
tors’) certificates were in force.
In 2007, the Bank of Russia conducted 14 in
spections of receivers (liquidators), including

ANNUAL REPORT

nine inspections of Deposit Insurance Agency
representatives. After the inspections, receivers
(liquidators) were ordered to take remedial ac
tions.
Pursuant to the Federal Law on Bank of Rus
sia Payments on Household Deposits with Bank
rupt Banks Uncovered by the Compulsory De
posit Insurance System, the Bank of Russia
Board of Directors in 2007 took decisions to ef
fect payments to 528 depositors of three bank
rupt banks to the total amount of 40.9 million
rubles. In addition, 1.5 million rubles were al
located as payment to 35 depositors of six banks
on which the decisions to effect Bank of Russia
payments were taken in 2005 and 2006. In ac
cordance with these decisions, the Bank of Rus
sia in 2007 paid 590 depositors of these banks a
total of 42.7 million rubles.
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II.3.5. HOUSEHOLD DEPOSIT INSURANCE

P

ursuant to the Federal Law on Insurance
of Household Deposits in Russian Banks,
the Bank of Russia in 2007 oversaw
banks to make sure that they comply with the
deposit insurance system requirements.
As of January 1, 2008, 934 banks participated
in the compulsory deposit insurance system, in
cluding banks that had their banking licences re
voked (cancelled) earlier.
New banks continued to join the deposit in
surance system in 2007: seven banks that had
applied for permission to expand the range of their
operations were granted the licence to take house
hold deposits.
Insured events occurred in 15 banksmem
bers of the deposit insurance system in 2007:
13 of them had their banking licences revoked
and two banks had their licences cancelled as
they decided to liquidate themselves voluntar
ily. In all the insured events connected with the
revocation of licences the Bank of Russiaap
pointed provisional administrations sent regis
ters of obligations to depositors to the Deposit
Insurance Agency within the 7day period estab
lished by the Federal Law on Insurance of
Household Deposits in Russian Banks and this

allowed the Agency to start making insurance
payments to depositors on time.
Pursuant to Article 48 of the Federal Law on
Insurance of Household Deposits in Russian
Banks, the Bank of Russia Banking Supervision
Committee in 2007 prohibited seven banksmem
bers of the deposit insurance system from taking
household deposits and opening personal accounts
because of their failure to comply with the deposit
insurance system requirements.
In compliance with the Federal Law on Insur
ance of Household Deposits in Russian Banks and
agreements signed in 2007, the Bank of Russia and
the Deposit Insurance Agency coordinated their ac
tivities and shared information on issues relating to
the deposit insurance system, such as the participa
tion of banks in this system, the payment of insur
ance premiums and compensation for deposits, in
spections of the participating banks by the Bank of
Russia and the sanctions used against them.
A law was passed in 2007 that increased the
maximum insurance compensation for household
bank deposits to 400,000 rubles and increased
commensurately Bank of Russia payments to de
positors of bankrupt banks that are not members
of the deposit insurance system.
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II.3.6. CENTRAL CATALOGUE OF CREDIT HISTORIES

T

he Central Catalogue of Credit Histories
(CCCH) was set up in 2005 under the Fed
eral Law on Credit Histories. It compiles,
stores and reports upon request from credit his
tory makers and users in what credit bureaus which
credit history is kept. Requests are processed au
tomatically round the clock seven days a week.
Twentyone credit bureaus from among those
put on the state register of credit bureaus were
connected to the automated Central Catalogue of
Credit Histories in early 2007 and by the end of
the year the number of credit bureaus linked up
to the system had reached 27.
As of the beginning of 2007, the CCCH accu
mulated and made available to credit history mak
ers and users information on more than 14 mil
lion credit history titles, which increased to
20 million titles in May, and to over 35 million

titles by the end of the year, a growth of 150%
compared to 2006. The credit history titles of
private individuals accounted for more than
99.6% of total credit history titles as of January 1,
2008. Credit histories are compiled with regard
to residents registered in all regions of the coun
try and there is no high concentration of credit
history titles in any one region: 10 regions account
for 35% and 20 regions for less than 60% of the
titles kept in the CCCH.
During 2007 the CCCH received and processed
over 275,000 requests from credit history mak
ers and users, an increase of 50% on 2006. These
included more than 215,000 requests for infor
mation on credit bureaus where credit histories
were kept and 60,000 requests connected with
the compiling, changing and cancellation of credit
history maker codes.
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II.4. THE RUSSIAN PAYMENT SYSTEM
II.4.1. THE STATE OF THE RUSSIAN PAYMENT SYSTEM

T

he main feature of the development of the
Russian payment system in 2007 was in
creased accessibility of payment services
provided by the banking system1. The number of
banking institutions that provide payment ser
vices2 increased by 10.2% over the year and
reached 41,000. The number of additional offices
of credit institutions and branches of credit insti
tutions rose particularly fast as banks sought to
provide payment and other banking services at
minimum cost. Over the year, the number of ad
ditional offices of credit institutions and branches
of credit institutions grew by 26.5% to nearly
19,000.
Payment services have become more accessible
due to an increase in the number of accounts that
can be used in effecting payments. As of Janu
ary 1, 2007, credit institutions serviced 369.1 mil
lion household transaction3 accounts and trans
action accounts of corporate entities other than
credit institutions, whereas by January 1, 2008,
the number of such accounts had increased by
14.2% and reached 421.7 million. At the end of

2007, there were on average three transaction
bank accounts per person (as against 2.6 accounts
in 2006).
Due to advanced technology, more and more
bank customers use online banking services. As
payment services are now well within the reach
of consumers, they have improved in quality
and become less costly and more affordable. The
number of accounts that individual customers
can manage by cellphone increased by 120%
and reached 1.3 million in 2007. Internet bank
ing was also expanding fast: the number of ac
counts that bank customers could manage
through the Internet increased by 48.2% to
3.3 million.
Rapid economic growth was accompanied by
the expansion of demand for payment services.
The number of noncash payments effected by
the Russian banking system in rubles increased
by 46.8% over the year and their value grew
by 67.3%. The Russian banking system effected
9.9 million payment transactions to the amount
of 3.0 trillion rubles a day on average.

1

The banking system is the central element of the national payment system. Apart from the Bank of Russia and
credit institutions, Russia’s Federal Postal Service and other economic agents also provide payment services.
2
Bank of Russia institutions, credit institutions and their branches, additional offices, operations offices, cash and
credit offices and cash operations departments outside cash settlement centres.
3
Transaction accounts are accounts of households and corporate entities which can be used to effect payments.
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The private payment systems in 2007 effected
6.5 million payments to the amount of 1.2 tril
lion rubles a day on average. Payments effected
through credit institutions’ correspondent ac
counts opened in other credit institutions or their
branches accounted for 5.3% of the total number
and 12.3% of the total value of all payments in
the private payment systems. Settlements be
tween the divisions of one credit institution ac
counted for 23.8% of the total number and 34.0%
of the total value of payments in the private pay
ment systems. Most of the payments effected in
the private payment systems are payments within
one division of a credit institution or a branch of
a credit institution. In 2007, they accounted for
70.9% of the total number and 53.7% of the to
tal value of all payments effected through the pri
vate payment systems in rubles.
Settlements on the securities market were ef
fected by nonbank credit institutions, such as the
MICEX Clearing House and RTS Clearing House.
Compared with 2006, the value of settlements
effected by the MICEX Clearing House for gov
ernment securities market, corporate securities
market and forward (standard) contracts mar
ket commitments, calculated on a net basis, in
creased by 33.8% in 2007.
Payment orders were the most common in
strument of noncash payments in the Russian
banking system in 2007, just as in the previous
years. A total of 1.1 billion transactions to the
amount of 510.9 trillion rubles were conducted
last year using payment orders. Over the year
these payments increased by 10.8% in number
and by 45.4% in value. Payment requests and
collection orders increased significantly in 2007.
The number of payments effected using these in
struments grew 1.9 times to 80.5 million, while
their value increased 2.5 times to 6.6 trillion
rubles. Cheques and letters of credit made up a
small part of payments effected in 2007.
Cash continued to predominate as a payment
instrument in retail payments. However, non
cash retail payments increasingly gained accep
tance on the market. Money transfers increased
by an estimated 60—80% in 2007 as the number
of migrant workers continued to grow: the num
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ber of money transfers made by credit institutions
at the instruction of private individuals without
opening a bank account reached 721 million and
their value stood at 2,149.9 billion rubles. Along
with money transfers made through credit insti
tutions (bank transfers), an increased number of
money remittances were effected through non
bank institutions, such as Russia’s Federal Postal
Service, whose services were in particularly high
demand in the regions where there were not
enough banks.
The bank card market continued to expand at
a steady pace. Over the year the number of bank
cards increased by 38.4% and reached 103.5 mil
lion. Such rapid growth was largely due to the
implementation of the socalled payroll projects,
when companies pay wages to their employees by
transferring them to their bank cards. In addition,
the past few years have seen continuous growth in
the number of credit cards as a result of the expan
sion of consumer lending: in 2007 the number of
credit cards grew by 58.0% and reached 8.9 mil
lion. The expansion of bank card operations is also
due to the changes in payment techniques con
nected with the expansion of the range of banking
services that are accessed by using the computer
systems installed in credit institutions: repayment
of bank loans and interest on them, cardtocard
transfers, the payment of mobile phone fees, rent
and utility charges, and so forth.
The new advanced methods of effecting non
cash retail payments on household bank accounts
by orders sent to credit institutions through the
Internet or by mobile phone continued to gain ever
wider acceptance in 2007. The value of such pay
ments in 2007 stood at 285.2 billion rubles
(9,261,100 transactions) and 1.4 billion rubles
(2,466,400 transactions), respectively. At the
same time, more and more Internet and mobile
phone payments are effected by Internet provid
ers and mobile phone operators and organisations
other than credit institutions. The payment ser
vices they offer quickly became popular with
households and began to rival with the services
provided by credit institutions, because they
take little time to order and are easily acces
sible and cheap.
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II.4.2. DEVELOPMENT AND UPGRADING OF THE BANK OF RUSSIA
PAYMENT SYSTEM

T

he Bank of Russia payment system effected
833.9 million payments to the amount of
445.8 trillion rubles in 2007. These pay
ments accounted for 59.7% of the total value of
payments effected by the Russian payment sys
tem (as against 59.9% in 2006).
The number of payments made through the
Bank of Russia payment system in 2007 increased
by 19.8% year on year and their value grew by
66.8%. Most of the increase was due to payments
effected by credit institutions and their branches.
It is the result of high demand for the services pro
vided by the Bank of Russia payment system as a
lowrisk and highquality interbank money trans
fer system, the expansion of the customer base of
credit institutions and their branches and the rise
in the business activity of economic agents.
The Bank of Russia payment system accounted
for 59.6% of the total number and 71.9% of the
total value of interbank payments made in Rus
sia in 20071.
Payments effected by credit institutions and
their branches in 2007 accounted for 83.7% of
total payments made through the Bank of Russia
payment system and 80.3% of their value (as
against 82.0% and 84.6% in 2006).
The average daily number of payments rose
by 17.9% over the year to 3.3 million, while the
average amount of payments increased by 40.0%
year on year and reached 534,600 rubles (as
against 383,900 rubles in 2006). The value of
payments effected through the Bank of Russia
payment system relative to Russia’s GDP grew
from 10.0 in 2006 to 13.5 in 2007.
The participants in the Bank of Russia pay
ment system as of January 1, 2008, were 1,136 cre
dit institutions (as against 1,189 credit institu
tions as of January 1, 2007) and 2,285 branches

of credit institutions (as against 2,062 as of Janu
ary 1, 2007) and they had 3,421 correspondent
accounts (subaccounts) opened for them
(a growth of 5.0% during the year under review).
The number of customers other than credit
institutions serviced by the Bank of Russia, which
accounted for 16.2% of the number and 8.7% of
the value of payments effected through the Bank
of Russia payment system in 2007, decreased over
the year under review from 36,401 to 29,324,
or by 19.4% (as against 18.7% in 2006). As in
the previous years, the reduction in the number
of these customers was due to the implementa
tion of Article 215.1 of the Budget Code of the
Russian Federation, which regulates the trans
fer of the cash execution of the federal, regional
and municipal budgets to the Federal Treasury.
The Bank of Russia continued to optimise the
network of its cash settlement centres. In line with
the decisions taken by its Board of Directors and
in response to proposals from its regional branches,
the Bank of Russia closed 141 cash settlement cen
tres that failed to meet Bank of Russia criteria. As
a result, the network of Bank of Russia settlement
divisions2 contracted by 15.3% compared to 2006
and comprised 782 units.
The overwhelming majority of payments in the
Bank of Russia payment system (99.7%) were
made electronically.
The increase in the number of Bank of Russia
customer credit institutions and their branches
that participated in the exchange of electronic
documents with the Bank of Russia to 97.0% of
the total as of January 1, 2008 (as against 96.4%
as of January 1, 2007), was due to the develop
ment of electronic technology. As a result, the
share of payments transmitted to the Bank of
Russia payment system through communication

1

These include payments effected between credit institutions and their branches through the Bank of Russia pay
ment system, payments effected by nonbank settlement credit institutions, payments passed through the corre
spondent accounts of credit institutions opened in other credit institutions and payments between the divisions of
one credit institution.
2
Main cash settlement centres, cash settlement centres, operations departments and sections.
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channels increased to 97.8% of total payments as
against 97.7% in 2006.
The average monthly accessibility ratio of the
Bank of Russia payment system, a major efficiency
performance indicator for this system, in 2007
ranged between 99.02% and 99.89% as regards
the receipt by the Bank of Russia of electronic
settlement documents from its customers, and
between 99.95% and 100% as regards the receipt
of paper documents.
Average settlement times for all settlement
techniques used were 0.64 days on the
intraregional level and 1.01 days on the interre
gional level. The reduction in average settlement
times became possible due to the reduction in av
erage times for settlements made electronically.
In compliance with federal law, the Bank of
Russia conducted all budget operations free of
charge. The ratio between the operations con
ducted by the Bank of Russia free and for pay in
2007 remained virtually unchanged at 52.1% and
47.9% (as against 53.7% and 46.3% in 2006).
The Bank of Russia made great efforts to im
prove the methodologies and the provision of in
formation relating to the payment systems in line
with the action plan drawn up for the implemen
tation of the Guidelines for the Single State Mon
etary Policy in 2007 and the Banking Sector De
velopment Strategy.
For this purpose, it drafted a set of documents
that would allow it to regulate and monitor pri
vate payment systems. It continued to upgrade
the regulation of cash and noncash settlements.
The Bank of Russia attaches great importance
to measures aimed at improving information
analysis related to payment and settlement sys
tems and making its activities in this field more
transparent.
For this purpose, it launched a specialised pub
lication Payment and Settlement Systems, which
is designed to summarise and promote best inter
national and national practice. The two issues
that came out in 2007 and dealt with the key as
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pects of the development of the national payment
systems were posted on the Bank of Russia
website and thus became available to a wide range
of people.
To implement the Banking Sector Develop
ment Strategy, which envisages the development
of a real time gross settlement system by the Bank
of Russia, the Bank of Russia carried out mea
sures that would ensure the implementation of
this task within the established time frame.
It carried out work to create a regulatory
framework that would preclude legal risk and in
volve Bank of Russia institutions and credit in
stitutions and their branches in the Banking Elec
tronic Speed Payment (BESP) system. The Bank
of Russia drafted rules and regulations for this
system, describing its designation, and established
the procedure for effecting payments and settle
ments in the BESP system by its members and
for managing participation in the system and the
conditions of keeping the BESP directory. It also
elaborated the BESP operation rules and the pro
cedure for monitoring the system.
In July 2007, the system was put into opera
tion and in December BESP participants began
to effect payments through it. In 2007, BESP sys
tem participants were 98 Bank of Russia institu
tions, including 47 main cash settlement centres,
44 cash settlement centres, the Bank of Russia
First Operations Department (OPERU1), the
operations department, and five divisions of the
Bank of Russia Moscow branch as special settling
participants and 17 credit institutions and
branches of credit institutions. The BESP system
allowed the Bank of Russia to continue the tran
sition to a centralised Bank of Russia payment
system.
To inform potential participants about the
Bank of Russia customers that have been accepted
into the BESP system and the rules and regula
tions on the system and the amendments made to
them, the Bank of Russia has created a BESP sys
tem section on its website.
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II.4.3. BANK OF RUSSIA PAYMENT SYSTEM INFRASTRUCTURE
DEVELOPMENT

In

the period under review the Bank of
Russia completed the transfer of pay
ment data processing from 74 IT depart
ments of its regional branches to two new high
performance IT centres, called Collective Data
Processing Centres (CDPC). Each CDPC pro
cesses data from 37 Bank of Russia regional
branches. The CDPC have a mutual data backup
facility and a single system for the delivery of pay
ment messages.
The establishment of the CDPC, a centralised
telecommunications infrastructure for them and
the necessary engineering equipment and auto
mated facilities for their operation allowed the
Bank of Russia to create the Collective Data Pro
cessing System (CDPS). To enhance the reliabil
ity of this system, the Bank of Russia in 2007 car
ried out measures to raise the level of mutual data
backup of the CDPC and their telecommunica
tions facilities and data exchange channels and
increase the throughput of the single telecommu

nications banking network. It continued to build
a centralised CDPS control system.
To upgrade the CDPS, the Bank of Russia
Board of Directors decided to transfer the pro
cessing of payment data for Moscow and the Mos
cow Region to a separate CDPC, and work to es
tablish it began in the second half of 2007.
In the period under review, the Bank of Rus
sia carried out measures to modernise the elec
tronic settlement system. Specifically, it contin
ued to upgrade the architecture of the Standard
Computer Workstations of the Operations Ac
counting System RABIS2 and RABISNP for the
purpose of their further standardisation and the
transfer of all regional branches to a single settle
ment system. The Bank of Russia has completed
the transfer of its Standard Computer Worksta
tions of the Operations Accounting System to
uniform electronic banking message formats for
exchange with credit institutions and other Bank
of Russia customers.
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II.5. BANK OF RUSSIA ACTIVITIES AIMED
AT COUNTERING THE LEGALISATION
(LAUNDERING) OF CRIMINALLY OBTAINED
INCOMES AND THE FINANCING OF TERRORISM

In

2007, the Bank of Russia continued to
perform the functions assigned to it by
the Federal Law on Countering the
Legalisation (Laundering) of Criminally Obtained
Incomes and the Financing of Terrorism (here
inafter referred to as Federal Law No. 115FZ).
To provide methodological support to credit
institutions in meeting the requirements of the
antimoney laundering/terrorist financing
(AML/FT) laws, the Bank of Russia in 2007 is
sued recommendations on how banks should ser
vice their customers who access their bank ac
counts electronically, including Internet banking,
and explained the specific procedure for provid
ing banking services to nonresident corporate
clients who are not Russian taxpayers.
To fulfil its supervisory functions, in 2007 in
the course of conducting inspections of 751 credit
institutions and/or their branches the Bank of
Russia verified their compliance with AML/FT
laws.
The most typical shortcomings discovered in
the course of the inspections were noncompli
ance with the following requirements of Federal
Law No. 115FZ and Bank of Russia regulations:
identifying customers and beneficiaries and docu
menting and reporting to the authorised agency
within the established time period information on

operations with money and other property sub
ject to mandatory control.
Taking into consideration all the violations
disclosed in the course of inspections, including
noncompliance with the requirements of Federal
Law No. 115FZ, the Bank of Russia took the fol
lowing actions against credit institutions: preven
tive measures — making the shortcomings discov
ered in the work of a credit institution known to
its management (392 cases); forced measures —
ordering credit institutions to take remedial ac
tion (344 cases); fines were imposed in 252 cases;
41 credit institutions were restricted in or pro
hibited from conducting certain banking opera
tions; and 44 credit institutions had their licences
revoked.
According to the schedule of mutual assess
ments of the Financial Action Task Force
(FATF), a FATF mission visited Russia from Sep
tember 24 to October 1 and from November 11 to
25, 2007, within the framework of the third
round of the mutual assessment of the Russian
AML/FT system. Experts of the Council of Eu
rope Select Committee of Experts on the Evalua
tion of AntiMoney Laundering Measures
(MONEYVAL), and the Eurasian Group on com
batting money laundering and financing of ter
rorism (EAG) took part in the FATF missions.
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II.6. FOREIGN EXCHANGE REGULATION
AND FOREIGN EXCHANGE CONTROL

T

he amendments to Federal Law No. 173FZ,
drafted with the participation of the Bank
of Russia and designed to settle the proce
dure for conducting certain types of foreign ex
change operations by residents came into force in
2007.
To ensure equal competitive conditions for the
Russian carriers in international traffic, Federal
Law No. 267FZ, dated December 30, 2006, ‘On
Amending the Federal Law on Foreign Exchange
Regulation and Foreign Exchange Control,’
which came into effect on December 31, 2006,
finalised the procedure for conducting foreign
exchange operations connected with settlements,
including cash settlements, for the servicing of
aircraft and river and seagoing vessels, includ
ing the payment of air navigation, airport, port
and other compulsory duties connected with their
operation and also under agreements on the trans
portation of passengers and cargoes by private
individuals for their personal needs.
In addition, the Law established cases in which
foreign currency earnings of resident transport
companies may not be repatriated to their ac
counts in the authorised banks and may be used
in netting counterclaims on obligations to non
residents who provide services to such residents
abroad or as payment to cover the expenses that
resident transport companies may incur outside
Russia.
Federal Law No. 127FZ, dated July 5, 2007,
‘On Amending the Federal Law on Foreign Ex
change Regulation and Foreign Exchange Con

trol,’ granted resident individuals the right to
transfer without any restrictions foreign currency
from their accounts in the authorised banks to the
accounts opened in authorised banks or banks
outside Russia by other resident individuals who
are their spouses or next of kin.
Federal Law No. 242FZ, dated October 30,
2007, ‘On Amending Article 12 of the Federal
Law on Foreign Exchange Regulation and For
eign Exchange Control,’ lifted the requirement
to report the movement of funds in accounts (de
posits) in banks outside Russia by individuals,
diplomatic missions, consular offices and other
official representatives of the Russian Federation
outside the Russian Federation and also by per
manent representatives of the Russian Federation
in interstate or intergovernmental organisations.
Pursuant to Russian Federation Government
Resolution No. 80, dated February 7, 2007, ‘On
the Procedure for Presenting Documents and In
formation Necessary for the Performance of Ex
ercising its Functions by Foreign Exchange Con
trol Bodies and Agents to the Foreign Exchange
Control Body Authorised by the Government of
the Russian Federation,’ and to fulfil the powers
granted to it by Sections 9 and 10 of Article 23 of
Federal Law No. 173FZ, the Bank of Russia is
sued Regulation No. 308P, dated July 20, 2007,
‘On the Procedure for Transferring Information
by Authorised Banks about Violations of Foreign
Exchange Laws of the Russian Federation and
Regulations of Foreign Exchange Regulation Au
thorities by Persons Conducting Foreign Ex
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change Operations’ (hereinafter referred to as
Bank of Russia Regulation No. 308P).
Bank of Russia Regulation No. 308P estab
lished requirements for the transmission proce
dure and format of electronic reports the
authorised banks or their branches must send to
Bank of Russia regional branches that supervise
them concerning violations of the foreign ex
change control laws of the Russian Federation and
regulations of the foreign exchange regulation
authorities, committed by their clients and de
tected in the course of implementing their func
tions of foreign exchange control agents. To en
sure the subsequent transfer of this information
to the foreign exchange control authority that has
the power to use sanctions against persons who
commit such violations, the Bank of Russia and
the Federal Financial and Budget Supervision
Service on August 15, 2007, signed an agreement
on cooperation in the field of information on is
sues related to foreign exchange control.
In addition, to ensure the adequate use by for
eign exchange control authorities of corrective
measures for violations of federal foreign exchange
control laws and regulations of the foreign ex
change regulation authorities, the Bank of Rus
sia issued Ordinance No. 1950U, dated Decem
ber 10, 2007, ‘On Forms of Accounting for For
eign Exchange Operations Conducted by Resi
dents Other than Credit Institutions and Currency
Exchanges,’ which listed the documents that rep
resent the forms of accounting for foreign ex
change operations conducted by the residents in
dicated above.
Thus, in 2007 Russia had virtually completed
the creation of the regulatory framework for the
effective operation of the foreign exchange con
trol system in Russia.
To alleviate the administrative burden on the
authorised banks and their clients and simplify
some foreign exchange control procedures, the
Bank of Russia issued Ordinance No. 1869U,
dated July 20, 2007, ‘On Amending Bank of Rus
sia Instruction No. 117I, Dated June 15, 2004,
on the Procedure for Presenting Documents and
Information by Residents and Nonresidents to
the Authorised Banks in Conducting Foreign Ex
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change Operations and the Procedure for Ac
counting for Foreign Exchange Operations and
Filling in Transaction Passports,’ lifted the re
quirement to redraft the transaction passports
opened earlier in case of a change in the name of
the authorised bank unconnected with its
reorganisation or a change in the name of the
authorised bank in connection with its
reorganisation in the form of transformation
(change of legal status).
The continued rise in the real effective rate of
the ruble against foreign currencies in 2007 was
accompanied by significant changes on the domes
tic forex market. The dedollarisation of the Rus
sian economy accelerated and the weakening of
the dollar on international markets further
strengthened public preference for the cash euro.
In 2007, the authorised banks brought in
$12.8 billion in foreign exchange, just 1.3% more
than in 2006. The share of the US dollar in total
foreign exchange brought into this country con
tracted from 46.7% in 2006 to 29.6% in 2007.
The amount of foreign currency taken out of Rus
sia by the authorised banks increased by 60% year
on year and reached $20.6 billion. As in 2006,
the US dollar accounted for about 98% of the to
tal amount of foreign currency taken out of this
country.
As a result, the foreign currency inflowout
flow balance stood at –$7.8 billion in 2007 as
against –$0.1 billion in 2006.
The acceleration of the dedollarisation pro
cess was also confirmed by the dynamics of net
household demand for foreign currency (the dif
ference between the amount of foreign currency
sold to individuals and withdrawn from their for
eign currency accounts and the amount of for
eign currency bought from individuals and placed
on their accounts). Net demand in 2007 stood
at –$4.4 billion as against $2.4 billion in 2006.
For the first time since observations began in 1996
household supply exceeded demand on the do
mestic forex market in 2007. The situation with
the US dollar was different from the situation
with the euro. Net demand for cash dollars stood
at –$12.4 billion, whereas net demand for cash
euros reached $7.9 billion.
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To

implement Article 215.1 of the Budget
Code of the Russian Federation, the
Bank of Russia and its regional branches
assisted Federal Treasury bodies in switching over
to cash execution of regional and municipal bud
gets, coordinated their activities and shared in
formation with Federal Treasury bodies in this
area, and examined the budget accounts Bank of
Russia institutions and credit institutions opened
for budgetfinanced organisations and financial
authorities.
As a result, the total number of Bank of Rus
sia customers other than credit institutions de
clined by 7,100 and as of January 1, 2008, stood
at 29,300, of which the number of Federal Trea
sury bodies fell by 200 to 1,000 and the regional
and local budgetexecuting bodies — by 800 to
2,200, respectively.
The total number of accounts opened in Bank
of Russia institutions for enterprises other than
credit institutions in 2007 decreased by 3,300 to
about 80,000. At the same time, the number of
accounts opened for Federal Treasury bodies in
creased over the year by 4,000 to 37,000, as Fed
eral Treasury bodies opened accounts to record
cash payments and earnings from profitmaking
activities received by enterprises financed from
the local budgets.
As the Federal Treasury continued to
centralise budget accounts at the level of regional

Federal Treasury divisions, the ratio between
accounts opened in the Bank of Russia main cash
settlement centres and cash settlement centres
changed. As of January 1, 2008, Bank of Russia
customers other than credit institutions had
53.0% of total accounts opened for them in the
Bank of Russia main cash settlement centres and
47.0% in the Bank of Russia cash settlement cen
tres, whereas a year earlier the ratio was 46.0%
to 54.0%, respectively. The number and volume
of operations conducted by Federal Treasury bod
ies through the Bank of Russia payment system
increased by 25.6% and 17.1% over the year,
respectively, and stood at 152.4 million opera
tions and 41.0 trillion rubles.
In 2007, the Bank of Russia continued to up
grade regulations on the servicing of budget ac
counts by Bank of Russia institutions and, in cases
stipulated by the law, by credit institutions, on the
management of some federal budget revenues by
the Bank of Russia, on the procedure for making
declaration payments by individuals, on the pro
cedure for opening and maintaining the accounts
of election commissions in connection with parlia
mentary and presidential elections and on the tight
ening of control over the correctness and timeli
ness of reports and information presented to the
Federal Treasury and the Ministry of Finance.
By January 1, 2008, all Russian regions and
municipalities had switched over to cash execu
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tion of budgets by Federal Treasury bodies, which
had 84 regional budget accounts and 23,100 lo
cal budget accounts opened for them in rubles
with Bank of Russia institutions and credit insti
tutions.
To implement Federal Law No. 67FZ, dated
June 12, 2002, ‘On Major Guarantees of the Elec
toral Rights and the Right to Participate in Ref
erenda of the Citizens of the Russian Federation,’
the Bank of Russia in 2007 opened accounts for
regional and municipal election commissions. As
of January 1, 2008, the election commissions had
1,625 accounts opened for them.
All Federal Treasury departments that have
accounts in Bank of Russia institutions and par
ticipate in electronic settlements in compliance
with Bank of Russia regulations as of January 1,
2008, exchanged electronic documents with Bank
of Russia institutions. To improve the manage
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ment of federal budget funds kept in the single
account, the Bank of Russia helped the Federal
Treasury and its regional divisions to prepare for
participation in the banking electronic speed pay
ment system.
To ensure the implementation of the provisions
of the Budget Code of the Russian Federation in
the context of the creation of a Reserve Fund and
a National Welfare Fund, the Bank of Russia
drafted in collaboration with the Ministry of Fi
nance and the Federal Treasury the necessary
regulations and bank account agreements for the
accounts opened with the Bank of Russia to record
these funds.
The Bank of Russia drafted agreements on
cooperation with Federal Treasury regional divi
sions in managing certain kinds of budget rev
enues, a reporting form and a forecast for Bank
of Russiamanaged federal budget revenues.
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T

he effective organisation of cash in circula
tion and cash flow control remain priori
ties of the Bank of Russia. In 2007, the
Bank of Russia took measures to ensure the sta
bility of the national currency and uninterrupted
provision of the payment turnover with banknotes
and coins.
In the period under review, the Russian
economy needed more cash than before due to
growth in the production of goods and services,
cash income, retail trade turnover, the consumer
price index and exchange rate dynamics.
As of January 1, 2008, there were 4,124.3 bil
lion rubles of Bank of Russia notes and coins in
circulation, of which 4,103.8 billion rubles were
in banknotes (6.7 billion sheets) and 20.5 bil
lion rubles in coins (35.2 billion pieces1), includ
ing coins made of precious metals. In the total
amount of cash, banknotes accounted for 99.5%
and coins — 0.5%, and in the total number of
banknotes and coins, banknotes accounted for
16.0% and coins — for 84.0%.
According to balance sheet data, the number
of Bank of Russia notes and coins, including coins
made of precious metals, in 2007 increased by
1,057.9 billion rubles, or 34.5%, of which the
number of notes rose by 1,054.0 billion rubles
(600 million sheets) and coins — by 3.9 billion
rubles (5.0 billion pieces).
1

The biggest growth in the amount of cash,
which, according to balance sheet data, stood at
475.1 billion rubles, was registered, as before, in
December due to the early payment of wages and
salaries, pensions and allowances that were due
on January 1 to 8, 2008.
As for the note structure of cash in circula
tion, the share of 5,000ruble notes increased al
most 4.5 times in the period under review and as
of January 1, 2008, stood at 21%. Meanwhile,
the share of 1,000ruble notes in 2007 went down
from 69.5% to 60.2%, 500ruble notes — from
21.0% to 15.1%, 100ruble notes — from 3.5%
to 2.7% and 50ruble notes — from 1.0% to
0.7%. The share of smalldenomination
banknotes (10 rubles and 5 rubles) remained
unchanged from the previous year at 0.3%.
The Bank of Russia monitored cash turnover
and studied its structure and analysed the note
structure of cash in circulation and in Bank of
Russia reserves and made sure that it matched
the needs of payment turnover.
As Bank of Russia reserves were replenished
on time and in necessary quantities, banknotes and
coins were accumulated in amounts that fully met
the needs of the economic agents and population
in cash. There were no delays in cash shipments
by Bank of Russia institutions through the fault of
the Bank of Russia in the period under review.

Coins shown in pieces do not include coins made of precious metals.
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CASH IN CIRCULATION IN 2007
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In 2007, the Bank of Russia took steps to up
grade its regulatory documents relating to cash
issue operations, cash storing, transporting and
collecting, and organising cash circulation.
As of January 1, 2008, Bank of Russia insti
tutions provided cash services to 7,037 credit in
stitutions and their divisions and 129,568 enter
prises other than credit institutions. The number
of customers serviced by Bank of Russia institu
tions decreased in 2007 as the Bank of Russia
optimised the network of its institutions that pro
vide cash services and transferred their clients to
credit institutions to receive cash services.
In 2007, the Bank of Russia continued to equip
its regional branches with new technical facili
ties to process, store and move cash, replacing
obsolete and wornout equipment.

To improve the note processing technique,
in 2007 the Bank of Russia put into operation
on the basis of new counting and sorting equip
ment a number of computerbased systems that
automatically and continuously count
banknotes. These systems allowed the Bank of
Russia to almost double labour productivity in
cash processing.
Acting on the instruction by the Russian
President to make banking services accessible
to the public and improve the general financial
literacy, the Bank of Russia in 2007 organised
and conducted a largescale campaign to explain
to the public the signs of solvency and the rules
for exchanging damaged Bank of Russia notes
and coins.
In the period under review, Bank of Russia
institutions conducted 1.4 million expert exami
nations of Bank of Russia notes and coins, includ
ing 640,000 examinations of suspect notes and
coins and 760,000 control examinations of the
correctness of the exchange of notes and coins.
According to data received from Bank of Russia
regional branches, 109,105 counterfeit Bank of
Russia notes and coins were detected, withdrawn
from circulation and passed on to the Interior
Ministry bodies in 2007.
Most of the counterfeit Bank of Russia notes
and coins handed over to the Interior Ministry
bodies (100, 635) were 1,000ruble notes. There
were 3,862 counterfeit 500ruble notes and
3,144 counterfeit 100ruble notes. Counterfeit
50ruble and 10ruble notes totalled 1,007. There

DETECTION OF COUNTERFEIT
BANK OF RUSSIA NOTES AND COINS
IN 2002—2007 (pieces)
120,000
105,885

109,105

100,000
80,000
60,000

54,556

40,000
20,000

Chart 50

0

16,558

14,790

15,149

2002

2003

2004

2005

2006

2,800

2007

96

II.8. CASH CIRCULATION MANAGEMENT

DETECTION OF COUNTERFEIT BANK OF RUSSIA NOTES AND COINS
BY FEDERAL DISTRICT IN 2007 (pieces)
63,724

Central Federal District
17,880

NorthWestern Federal District
6,082

Southern Federal District

10,110

Volga Federal District
3,566

Urals Federal District

4,991

Siberian Federal District

2,752

Far Eastern Federal District

0

10,000

Chart 51
20,000

30,000
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were forged by altering outofuse notes. As for
counterfeit coins, there were 439 forged 5ruble
coins and one 2ruble coin.
In 2007, as in 2004—2006, most of the
counterfeit notes and coins were detected in the
Central, NorthWestern and Volga Federal Dis
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Counterfeit Bank of Russia notes and coins
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57.7% of total forgeries detected. The remaining
42.3% of counterfeit notes and coins were de
tected in Bank of Russia institutions.
In 2007, Bank of Russia institutions and credit
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terior Ministry bodies 9,112 counterfeit foreign
banknotes.
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II.9. BANK OF RUSSIA ACTIVITIES AIMED
AT UPGRADING ACCOUNTING AND REPORTING

In

2007, the Bank of Russia carried out
measures to upgrade accounting rules
and practices, encourage the use of in
ternational accounting and financial reporting
standards and improve the quality of information
compiled in accounting and reporting in the Rus
sian banking system.
Having conducted a comparative analysis of
the completeness of the use of international prin
ciples and standards in the accounting regulations
in the Russian banking system, the Bank of Rus
sia replaced the cash method of profit and loss
accounting by the accrual method and made some
alterations in the procedure for evaluating and
accounting for securities at fair value, which re
quire reflecting profit and loss from their revalu
ation, depending on the class of securities, in
profit or loss and capital accounts.
These fundamental changes required a revi
sion of the Chart of Accounts and changes and
amendments in the principles and qualitative
characteristics of accounting in the Russian bank
ing system. In 2007, the Bank of Russia issued
Accounting Rules for Credit Institutions, made
changes in the effective Bank of Russia Account
ing Rules and revised and amended some of its
regulations on accounting.
It issued methodological recommendations and
instructions on how credit institutions and the
Bank of Russia should account for repo transac

tions with securities in accordance with their eco
nomic interpretation as credit operations.
The Bank of Russia made changes to the ac
counting rules for credit institutions after having
discussed them with the banking community.
Having introduced these changes and analysed
its correspondence with credit institutions, the
Bank of Russia picked out the most typical ques
tions and regularly posted answers to them on its
website.
To standardise the forms of documents used by
it, in 2007 the Bank of Russia compiled and ap
proved a catalogue of document forms to be used
in accounting for operations conducted by the Bank
of Russia with financial and other assets.
In the course of developing a real time gross
settlement system, the Bank of Russia worked out
and approved a procedure for accounting by Bank
of Russia divisions for the payments effected
through the Bank of Russia BESP system.
The Bank of Russia continues to harmonise
the Russian accounting practices with the inter
national accounting principles in accordance
with a plan that provides for making changes to
some rules and regulations, such as the proce
dure for accounting intangible assets, deriva
tives, loss from asset depreciation and real es
tate transactions.
In 2007, the Bank of Russia continued to
implement the TACIS project for conversion of
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the banking sector to International Financial Re
porting Standards (IFRS) and the use of prin
ciples of international accounting standards for
compiling IFRS statements in the banking sector.
Within the framework of this project, the Bank
of Russia carried out the following measures
aimed at harmonising Russian practices with in
ternational standards:
— analysed the provisions of the federal laws con
cerning the authority of the Bank of Russia to
establish IFRS accounting and financial re
porting rules for credit institutions;
— implemented IFRS training programmes for
Bank of Russia specialists, employees of credit
institutions, independent auditors, account
ing instructors and researchers of higher edu
cation establishments;
— studied the experience of using IFRS in Euro
pean Union member countries;
— held a conference for credit institutions and
Bank of Russia specialists on the procedure for
applying IFRS 7 and Regulation 302P by
credit institutions.
To help credit institutions which compile fi
nancial statements according to IFRS, the Bank
of Russia prepared and presented to banking as
sociations, credit institutions and audit firms for
discussion a draft of the new Methodological Rec
ommendations on the Procedure for Compiling
and Presenting Financial Statements by Credit

Institutions, which comply with the effective in
ternational financial reporting standards and
their interpretation and are compulsory for credit
institutions with regard to fullyear periods from
January 1, 2007.
Bank of Russia financial statements for 2006
were compiled according to IFRS and confirmed
by an external auditor. To improve financial re
porting, the Bank of Russia amended its Regula
tion No. 278, dated October 27, 2005, ‘On the
Compiling of Bank of Russia Financial Statements
According to IFRS,’ revised and approved the
Bank of Russia Group’s accounting policy for the
purpose of compiling financial statements accord
ing to IFRS for 2007 and the subsequent years.
The Regulation and accounting policy take into
account the amendments to the effective stan
dards and the new standard and interpretation
requirements that came into effect on January 1,
2007.
During 2007 the Bank of Russia received from
the International Accounting Standards Board
(IASB) and studied the drafts of new IFRS and
the changes made to the IFRS adopted earlier and
made its comments on them. It maintained con
tact with the Londonbased IASB to ascertain the
specific use of the effective IFRS by central (na
tional) banks, including the procedure for ac
counting for securities and precious metal reserves
and their revaluation.
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II.10. INTERNATIONAL COOPERATION
II.10.1. COOPERATION BETWEEN THE BANK OF RUSSIA
AND INTERNATIONAL FINANCIAL AND ECONOMIC ORGANISATIONS

In

2007, the Bank of Russia took part in
more than 120 meetings of international
financial and economic organisations.
It participated in IMF and World Bank meet
ings, which discussed, among other things, the
world economic outlook, ways to eliminate glo
bal imbalances, reform of the BrettonWoods in
stitutions and measures to improve international
aid to lowincome countries and to prevent cri
ses. The Bank of Russia took part in the annual
consultations under Article IV of the IMF Articles
of Agreement and the joint IMFWorld Bank mis
sion for the Financial Sector Assessment
Programme (FSAP). At the FSAP meetings par
ticipants discussed the Bank of Russia monetary
policy in the context of the situation on the do
mestic and international financial markets and the
changed level of liquidity of Russian credit insti
tutions, the development of the interbank loan
market and the role the Bank of Russia had to
play in this process, as well as ways of upgrading
the instruments of monetary regulation. The
Bank of Russia in 2007 continued consultations
with the IMF mission on issues relating to Russia’s
transition to inflation targeting.

In compliance with the IMF Special Data Dis
semination Standard (SDDS), the Bank of Rus
sia ensured that data on the external and finan
cial sector were presented to the National Coor
dinator, the Ministry of Finance, for further post
ing on the National Summary Data Page. In com
pliance with the recommendations of the SDDS
manual for aligned countries and users, approved
by the IMF in 2007, the Bank of Russia began to
quarterly update metadata in the categories of
data disseminated according to the SDDS.
The Bank of Russia provided monetary statis
tics for the IMF publication called International
Financial Statistics, and in September 2007 the
IMF began to publish in the quarterly supplement
Russia’s monetary statistics in an enlarged for
mat according to the IMF Monetary and Finan
cial Statistics Manual issued in 2000.
To comply with international statistical stan
dards, the Bank of Russia in 2007 started to pub
lish the quarterly Financial Sector Review, which
assesses the performance of the banking system,
insurance companies and nongovernmental pen
sion funds. To fulfil the task of creating aggre
gate financial flows in the Russian economy, the
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Bank of Russia in 2007 received an IMF techni
cal mission on the expansion of the coverage of
the financial sector of the economy for the com
piling of the Survey of Other Financial
Organisations.
In 2007, the IMF and the World Bank as
sessed compliance of banking regulation and su
pervision in Russia with the Basel Committee’s
Core Principles for Effective Banking Supervision
within the framework of the 2003 FSAP Data
Update. The parties discussed the key issues of
banking regulation and supervision and measures
taken with regard to the 2003 FSAP. Having con
sidered the problem of banking sector stability,
which includes the use of the stress testing
method, IMF and World Bank experts prepared
a draft report Assessment of Compliance with the
Basel Core Principles for Effective Banking Su
pervision (Russia, October 2007), which is to be
finally agreed with the Bank of Russia in 2008.
The Bank of Russia was involved in the evalu
ation of the investment projects for the Russian
banking sector prepared by the International Fi
nance Corporation and the European Bank for
Reconstruction and Development.
The Bank of Russia participated in central
bankers’ meetings at the Bank for International
Settlements (BIS), which discussed central
bank statistics, the role played by central banks
in managing sovereign wealth funds, measures to
regulate volatile capital flows, currency interven
tions, risk management and the activities of the
Basel Committee on Banking Supervision.
In 2007, cooperation between the Bank of
Russia and the BIS was aimed at expanding the
range of indicators presented to the BIS
Databank, notably, organising regular presen
tation to the BIS Databank of data on indica
tors published by the Bank of Russia as refer
ence material for the bulletin Russian Payment
Systems (Red Book) and updating more fre
quently the BIS Databank information fund
(twice a week) regarding Bank of Russia daily
updated indicators.
On the initiative of the Irving Fisher Commit
tee and under the aegis of the BIS, the Bank of
Russia in 2007 took part in a poll of central banks
conducted for the purpose of compiling a survey
of the methods and principles of making statisti
cal observations by central banks to compile sta

tistical data. Bank of Russia specialists partici
pated in the meeting of the Statistics Institute,
which discussed a wide range of statistical prob
lems of interest for central banks.
The Bank of Russia also took part in BIS stud
ies within the framework of an informal infor
mation exchange system on central bank gover
nance, especially in the context of monetary policy
issues.
It participated in the work of the Basel Com
mittee working groups (the International Liai
son Group and its subgroup on capital) and its
regional group (Banking Supervision Group for
Central and Eastern Europe).
In 2007, the Bank of Russia took part in
seminars conducted by the BIS Financial Sta
bility Institute and the Basel Committee on
Banking Supervision on the implementation of
the International Convergence of Capital Mea
surement and Capital Standards. A Revised
Framework (Basel II), on risk management,
corporate governance and internal controls.
The Bank of Russia participated in the meet
ings of the International Investment Bank and
the International Bank for Economic Coopera
tion, which discussed ways to reform these banks.
It also took part in international consultations on
Russia’s entry into the Asian Development Bank
and the InterAmerican Development Bank and
participated in drafting proposals for the devel
opment of cooperation with member countries of
the Islamic Conference Organisation in the field
of banking.
The Bank of Russia participated in three meet
ings of the Group of Eight finance ministers and
central bank governors, who discussed, among
other things, bond market development in emerg
ing market countries, multilateral trade negotia
tions, the activities of sovereign wealth funds,
effective finance management in African coun
tries, energy security and combatting climate
change, and money laundering and terrorist fi
nancing. The Bank of Russia had prepared mate
rials for a report on the bond market situation in
Russia at the Group of Eight highlevel seminar
on Bond Market Development in Emerging Mar
ket Economies.
Within the framework of the Group of 20,
the Bank of Russia took part in the meeting of
finance ministers and central bankers in Cape
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Town and two meetings of their deputies, one in
Pretoria and the other in Durban, which adopted
a new reform programme for the G20 member
countries and reiterated their obligation to con
tinue working towards the reform of the IMF and
the World Bank. The meetings also supported
participation on a voluntary basis in the Extrac
tive Industries Transparency Initiative and ex
pressed their interest in exchanging experience
in managing sovereign wealth funds. In the course
of preparations for these meetings, Bank of Rus
sia representatives were involved in the work of
several G20 seminars: Reform of the Bretton
Woods Institutions; Commodity Market Cycles
and Financial Stability; and Fiscal Policy. In col
laboration with the Ministry of Finance, the Bank
of Russia prepared materials at the requests of
the G20 History Study Group.
Taking into consideration that Russia was
nominated chairman of the AsiaPacific Eco
nomic Cooperation (APEC) Forum for 2012,
the Bank of Russia intensified its contacts with
Forum participants. Its representatives took part
in all the major events of the annual APEC Fi
nance Ministers’ Process, including the meeting
of deputy finance ministers and central bank gov
ernors, the meeting of APEC finance ministers,
the meetings of senior financial officials and the
first forum of representatives of the APEC coun
tries’ public and private sectors on bond market
development and seminars on financial sector re
form, risk management in commercial banks and
the development of the pension and insurance
annuity markets in APEC countries. The Bank of
Russia made its contribution to the drafting of
Russia’s reports for the APEC on private capital
market development and integration and fiscal
transparency and stability of the APEC member
countries.
The Council of the Organisation for Eco
nomic Cooperation and Development (OECD)
in May 2007 passed a decision to begin negotia
tions with Russia on OECD membership. While
this decision was being prepared, a group of Rus
sian experts, including Bank of Russia represen
tatives, held consultations with the heads of the
OECD’s major committees. During the year un
der review, the Bank of Russia had its represen
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tatives attending meetings of the OECD commit
tee on financial markets, which discussed the con
sequences of the mortgage crisis on the world fi
nancial market, the activities of hedge funds and
the international principles of regulating finan
cial markets. The Bank of Russia sent to the
OECD data required by the list of indicators es
tablished for nonaligned countries for publica
tion in the OECD statistical bulletin Main Eco
nomic Indicators.
Within the framework of cooperation with the
European Union, the Bank of Russia and the
Ministry of Finance, the Ministry of Economic De
velopment and Trade and the Federal Financial
Markets Service signed a Memorandum on the
RussiaEU Dialogue on Financial and Macroeco
nomic Policy. The Dialogue Leaders discussed at
their meeting liquidity management models and
key issues of banking regulation and supervision
in Russia and the EU countries.
The Bank of Russia continued to maintain ties
with the Black Sea Economic Cooperation
Organisation by participating in its working
group on banking and finance, which in 2007
focused on the search for new forms of coopera
tion between member countries in banking and
finance and sharing expertise in financial sector
development.
The 21st session of the Foreign Investment
Advisory Council in Russia (FIAC) was held
in Moscow in 2007 with the participation of the
Bank of Russia. Within its framework, the work
ing group on banking sector and financial mar
ket development in Russia held a meeting at the
Bank of Russia, at which Russian and foreign
participants discussed Russian banking sector
stability, the sharing of information between
credit institutionsmembers of banking groups
and bank holding companies, derivatives regu
lation, pension reform and ways to upgrade col
lateral legislation and accelerate the adoption of
laws that have already been drafted in this field,
Internet banking and other issues. After the
meeting, its participants sent their recommen
dations to the FIAC. In 2007, the Bank of Rus
sia took part in five other meetings of the work
ing group, which discussed the above questions
in detail.
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II.10.2. COOPERATION BETWEEN THE BANK OF RUSSIA
AND FOREIGN COUNTRIES, AND THEIR CENTRAL (NATIONAL) BANKS

In

2007, the Bank of Russia continued to
broaden cooperation with foreign coun
tries and their central (national) banks.
One of its priorities was to actively participate
in the Interbank Currency Council of the Cen
tral Bank of the Russian Federation and the
National Bank of the Republic of Belarus
(ICC). In 2007, the ICC focused on ways to fur
ther harmonise and standardise the legal and
regulatory frameworks of the central banks of the
two countries and arrange cooperation between
their internal divisions. At its meeting, the ICC
discussed, among other things, economic devel
opment problems, the implementation of the mon
etary policy guidelines of the two countries, the
dynamics of international reserves and foreign
currency liquidity, the establishment of common
procedures for conducting banking operations,
accounting and reporting in the banking systems
of the two countries according to International
Financial Reporting Standards.
On May 26, 2007, the Bank of Russia and the
National Bank of Belarus signed a Supplemen
tary Agreement to the Correspondent Account
Agreement to create conditions for the practical
use of the SWIFT system in conducting opera
tions in Russian rubles through the correspondent
account opened for the National Bank of Belarus
with the Bank of Russia.
The Bank of Russia cooperated closely with
the integration bodies of the Eurasian Economic
Community (EurAsEC) and was actively involved
in the work of the EurAsEC Council of Central
(National) Bank Governors (the Council held
two meetings in 2007). The main objective of this
work was to carry out measures envisaged by the
Concept of Monetary Cooperation between
EurAsEC Member States.
Specifically, the parties signed an Agreement
on information cooperation and sharing experi
ence in combatting counterfeiting; approved the
Programme of international mobile exhibitions of
effective national currencies in the EurAsEC
member countries for 2007—2012 and an Inter

national Programme for the issue and sale of
EurAsEC collection coins made of precious met
als in 2008—2012.
Progress has been made in implementing the
agreement on cooperation in organising an inte
grated currency market of the EurAsEC member
states for the purpose of ensuring that banks in
corporated in the EurAsEC countries have access
to the Russian forex market on the same legal
terms and conditions as are granted to the Rus
sian commercial banks.
The parties analysed measures aimed at up
grading and liberalising the financial and currency
markets of the EurAsEC member countries, tak
ing into consideration their national economic pe
culiarities. They approved recommendations for
the development of the structure of financial and
currency markets of the EurAsEC states.
Progress has been made in cooperation in
training personnel of the EurAsEC central (na
tional) banks. The parties approved a programme
of advanced training of EurAsEC central (na
tional) bank personnel for 2008 and decided to
hold an annual international banking conference
on security ‘Building a Comprehensive Security
System in the Field of Credit and Finance.’
The Bank of Russia took part in the work of
the CIS Interstate Monetary Committee, which
focused on the implementation of the concept of
cooperation and coordination of efforts by the CIS
member states in the monetary field, which aims
at upgrading the settlements procedure in foreign
trade, analysing the level of development of the
currency markets, creating a mechanism to de
termine mutual exchange rates of the national
currencies, facilitating mutual access by CIS banks
to the national currency markets and liberalising
foreign exchange regulation and control.
In 2007, the Bank of Russia continued to as
sist the development of the Interstate Bank, es
tablished by 10 CIS countries. At its meetings held
in 2007, the Interstate Bank Board discussed
ways of turning the bank into a CIS investment
institution in the interests of economic integra
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tion of the member states and approved the
Memorandum of Credit Activities of the Interstate
Bank and a package of documents on holding an
open tender to select the audit firm to conduct
the compulsory annual auditing of the Interstate
Bank.
The Bank of Russia continued to cooperate
with the CIS central (national) banks in sharing
information, training specialists and organising
banking supervision.
The intergovernmental commissions formed
by Russia with Austria, Argentina, Venezuela,
Vietnam, India, China, Kazakhstan, Uzbekistan,
South Africa and some other countries carried
through a lot of work in 2007.
Regular meetings were held by Bank of Rus
sia specialised structures for interbank coopera
tion with Vietnam, China, India, Uzbekistan and
Kazakhstan.
Representatives of the central and commer
cial banks of Russia and India held a seminar on
monetary and foreign exchange policy and in
ternational settlements. The Bank of Russia and
the National Bank of Austria conducted a semi
nar on credit risk mitigation and consolidated
supervision.
The fourth joint highlevel Bank of Russia
Eurosystem seminar was held to discuss monetary
policy issues and the importance of EU expansion
for Russia.
The Banks/Financial Services Subgroup of
the RussianGerman Working Group on Strate
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gic Cooperation in the Economy and Finance held
two meetings on issues relating to services mar
ket development and regulation.
The Bank of Russia held consultations with
the Bank of Spain, and a RussianSpanish meet
ing of bank representatives was held under the
aegis of the two banks to discuss prospects for bi
lateral trade and economic cooperation and the
role banks can play in promoting this cooperation.
The Bank of Russia held consultations with
the Central Bank of Venezuela on issues relating
to interbank cooperation and banking supervision
and signed a Memorandum of Understanding with
the Superintendence of Banks and Other Finan
cial Institutions of Venezuela.
The Bank of Russia also signed Memoranda
of Understanding on banking supervision with the
Central Bank of Montenegro and the Central
Bank of Cyprus, a Memorandum with the Finan
cial Supervisory Authority of Finland and a
supplement to it on cooperation in supervising the
Sampo Banking group and its subsidiary ZAO
Danske Bank, a closedend jointstock company,
in Russia.
Meetings with representatives of the banking
(financial) supervisory authorities of Germany,
China, Britain, the Netherlands, Finland, Aus
tria, Hungary and Estonia were held at the Bank
of Russia.
In 2007, the Bank of Russia signed a Memo
randum of Understanding and Cooperation with
the Central Bank of Nicaragua.

104

II.11. UPGRADING BANK OF RUSSIA SYSTEM AND ENHANCING ITS EFFICIENCY

II.11. UPGRADING BANK OF RUSSIA SYSTEM
AND ENHANCING ITS EFFICIENCY
II.11.1. BANK OF RUSSIA ORGANISATIONAL STRUCTURE
AND MEASURES TAKEN TO IMPROVE IT

As

of the beginning of 2008, the
Bank of Russia structure com
prised the head office, 79 re
gional branches, 782 settlement network divi
sions, the First Operations Department, the
Interregional Security Centre, the Central De
pository, field institutions, four IT divisions and
auxiliary divisions.
In 2007, the Bank of Russia continued to im
prove its structure and reduce the number of di
visions within it — work it has been doing for the
past few years.
Staff reduction measures affected, above
all, the staff of the regional branches and
main cash settlement centres. As a result, by
the end of 2007 the number of employees of
these Bank of Russia divisions had decreased
by 2,390.
In the course of optimising its settlement net
work, which the Bank of Russia has been doing
since 2003, it cut its staff by 2,006 in 2007. At
the end of the year the number of cash settlement
centres stood at 699 as against 1,008 at the be
ginning of the implementation of the measures to
shut them down.
The Bank of Russia continued to improve the
structure of its Central Depository and as a re
sult, its staff was cut by 486, or 8.6%.
As a result of the optimisation of the staff of
its auxiliary divisions, the Bank of Russia reduced
it by 162.
The downsizing measures carried out in 2007
allowed the Bank of Russia to relocate personnel
(11.9% of redundancies) and thus put in opera
tion the BESP system and improve the staffing of
the IT and supervision divisions.

Overall, in 2007 the Bank of Russia cut its
staff by 4,443, or 5.7%, to 72,942.
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II.11.2. STAFFING AND PERSONNEL TRAINING

T

he highest priorities for the Bank of Russia
in managing human resources in 2007 were
to optimise the structure and number of
staff, dismiss workers and employees of the liqui
dated cash settlement centres in compliance with
the requirements of labour legislation, improve
the system of bonuses and nonpecuniary incen
tives, develop methodologies of effectively assess
ing and rewarding employee performance, rais
ing the level of expertise and managerial compe
tence of specialists and executives and upgrading
the programmes for training employees for execu
tive positions.
As of January 1, 2008, the number of Bank of
Russia executive and specialist positions de
creased by 3.4% and 94.5% of them were filled.
More than half of Bank of Russia employees are
aged between 30 and 50 (62.2%) and have
worked in the Bank of Russia system for three to
15 years (58.4%).
For the first time in eight years the trend has
been reversed towards the reduction of the share
of executives and specialists under 30 (it has ex
panded by 0.1% year on year) and the expansion
of the share of executives and specialists of re
tirement age (it has contracted by 0.8% year on
year), due to an increase in the social benefits
guaranteed to individual categories of employees.
At the same time, the share of employees who have
worked in the Bank of Russia system for more
than 15 years has increased by 3.7% to 33.6%.
The past few years have seen a trend towards
growth in the number of Bank of Russia execu
tives and specialists with a higher education:
973 Bank of Russia employees graduated from in
stitutions of higher learning and 2,875 employ
ees continued their education in 2007.
Bank of Russia regional branches made an ef
fort to select and train employees for top mana
gerial positions: the share of people promoted to
these positions from this group of employees has
expanded by 3.4% to 74.5%.
Personnel assessment was more actively prac
ticed in the period under review. It was conducted
in 74 regional branches and involved 86.6% of
executives and specialists whose efficiency, quali

fication and managerial competence were evalu
ated, and more than 40,000 executive decisions
were taken on assessment results.
The structural reforms conducted in the Bank
of Russia set higher qualification requirements for
personnel. Of special importance in this sense is
the task of creating organisational and manage
rial conditions that would make personnel more
content and better motivated for efficient perfor
mance, capable of integrating knowledge from
different fields and quickly adapting themselves
to the changing conditions and more stringent
requirements.
Continuous professional advancement of Bank
of Russia employees was a major element of the
personnel policy in the Bank of Russia in 2007.
It is based on the intracorporate system of supple
mentary job training. More than 27,000 Bank of
Russia employees have received advanced train
ing in various forms at more than 2,000 courses
and seminars organised within the Bank of Rus
sia system.
Bank of Russia specialists attended 155 semi
nars on various aspects of banking, 75 brief ad
vanced training courses and more than 60 train
ing sessions on management. About 250 training
sessions and seminars were devoted to advanced
information technology and improving computer
skills.
To meet the needs of its personnel in supple
mentary education and advanced training, the
Bank of Russia signed contracts with institutions
of higher learning and certified training centres
in compliance with Bank of Russia Regulation
No. 292P, dated August 17, 2006, ‘On the Pro
cedure for Selecting Counterparties when Con
cluding Agreements by the Central Bank of the
Russian Federation (Bank of Russia)’. In 2007,
the Bank of Russia entered into over 100 agree
ments for the provision of centralised training
services for more than 15,000 of its employees.
It continued to actively use the scientific and
educational potential of Russian institutions of
higher learning and advanced foreign expertise
in implementing a series of largescale educational
projects.
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AGE STRUCTURE OF BANK OF RUSSIA
EXECUTIVES AND SPECIALISTS (%)

RATIO OF EXECUTIVES AND SPECIALISTS
WITH HIGHER EDUCATION
(as % of total executives and specialists)
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Since 2003, 953 Bank of Russia supervisors
have taken job retraining courses and advanced
training at the Russian Government Academy of
National Economy, the State University Higher
School of Economics and the Russian Government
Financial Academy (some of them received an
MBA). Of these, 176 supervisors received this
training in 2007. By the end of 2007, almost one
in seven graduates of these programmes received
an MBA (147 people).
In 2007, the Bank of Russia continued to pro
vide training to executives of its regional branches
and employees placed on the list for promotion to
these positions under the job retraining
programme Top Manager of a Bank (with ele
ments of online training) and by the end of the
year the total number of graduates reached 79.
The Bank of Russia continued to implement
its longterm programme for an indepth study
by its employees of IFRS. In 2007, the first stage
of the 2007—2008 programme was completed.
It covered 350 Bank of Russia employees, of
whom 76% worked at Bank of Russia regional
branches.
The Bank of Russia educational establish
ments — banking schools (colleges) — make a
significant contribution to raising the qualifica
tion level of Bank of Russia employees. 92.5% of
their teaching staff are topnotch specialists and
9.2% are holders of university degrees.
Bank of Russia banking schools (colleges) in
Kazan, Moscow, Omsk, Orel, St Petersburg and
Khabarovsk conducted over 400 courses and

69.3

Charts 54, 55
2003

2004

2005

2006

2007

seminars in 2007, or 23% of total courses and
seminars organised under the supplementary job
training programmes, which accounted for 29%
of all Bank of Russia executives and specialists
trained under these programmes.
To improve professional competence of its per
sonnel, the Bank of Russia actively cooperated
with the Bundesbank, Banque de France and
Bank of England, the Luxembourgbased Finan
cial Technology Transfer Agency and the Inter
national Monetary Fund, whose experts took part
in more than 80% of all international training
courses and seminars. In all, over 800 Bank of
Russia employees were involved in 176 interna
tional training courses and seminars and 30% of
them were sent to study abroad in 2007.
In 2007, the Bank of Russia continued to pro
vide training and job retraining for specialists of
its regional branches in combatting money laun
dering and terrorist financing. Fifteen courses and
seminars that involved nearly 500 executives and
specialists of Bank of Russia regional branches
were held in 2007 under the Bank of Russia Per
sonnel Job Training Programme with the partici
pation of experts from the Bank of Russia, the
Interior Ministry and the Federal Financial Moni
toring Service (Rosfinmonitoring).
In 2007, the Bank of Russia launched the in
structional component of a TACIS project —
banking sector conversion to International Finan
cial Reporting Standards (IFRS), which is pro
jected for 2006—2009. Seventeen courses and
seminars that involved 337 employees of the ac
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SUBJECTS OF BANK OF RUSSIA
PERSONNEL ADVANCED TRAINING
AND RETRAINING BY CONTRACT IN 2007
(number of trainees)

CENTRALISED TRAINING
OF BANK OF RUSSIA PERSONNEL
IN 2007 (as % of total trainees)
2

ANNUAL REPORT

2

176

12

350

910

5

79

3,962
7,866

569

Charts 56, 57
211

International courses and seminars

884

Information technology

140

Foreign language studies

Information technology
Security and protection of information
Job retraining, MBA (supervisors)
IFRS programmes
Supplementary job training
(under agreements with banking schools)
Maintenance and operation
of cash processing equipment
Managerial training
Head Office staff training in major areas
of the banking business
Other subjects

IFRS
Supplementary job training programmes

counting and reporting and supervision depart
ments were held within the framework of this
project.
In addition, the Bank of Russia organised in
its regional branches and training centres the in
struction of more than 600 specialists of credit
institutions and university lecturers.
It continued to promote professional contacts
with the EurAsEC central (national) banks under
the Agreement on Cooperation in Personnel Train
ing for the EurAsEC Central (National) Banks,
signed in Minsk on March 12, 2004. About 100

Bank of Russia employees took part in seminars
and internships in Russia and the CIS countries.
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II.11.3. BANK OF RUSSIA INFORMATION AND TELECOMMUNICATIONS
SYSTEM DEVELOPMENT

T

he Bank of Russia information and telecom
munications system (ITS) is the basic in
frastructure that ensures information sup
ply for all Bank of Russia activities. The Bank of
Russia in 2007 continued to upgrade it.
Specifically, it continued to develop a Single
Information System for Banking Sector Regula
tion and Development, put into operation its
Moscow segment and began to create a corporate
data bank.
To create conditions for the pooling of elec
tronic information resources and provide online
access to corporate data and various supplements,
the Bank of Russia updated its Corporate Intranet
Portal, creating its regional segments in 14 Bank
of Russia branches. The number of Bank of Rus
sia Corporate Intranet Portal users reached al
most 16,000 in the period under review.
To improve the performance of the Central
Catalogue of Credit Histories, the Bank of Russia
upgraded the software of this automated data pro
cessing system.
It put into operation Version 2.0 of the Auto
mated Cash Issue and Valuables Accounting Sys
tem, which guarantees a high degree of informa

tion security and reliability at the level of collec
tive data processing centres as well as Bank of
Russia regional branches.
To enhance the effectiveness of monitoring and
control of the ITS resources and services, the
Bank of Russia upgraded its Integrated Telecom
munications and Information Resources Manage
ment System and improved the performance of
the control system for the unified electronic settle
ments transport subsystem.
It continued to expand and modernise the
Single Banking Telecommunications Network and
its elements, the Bank of Russia Satellite Com
munications Control System and the Single Mo
bile Radio Communications System.
In the course of implementing the electronic
mail service modernisation programme, the Bank
of Russia installed segments of its Unified Cata
logue System in 29 of its regional branches.
It constantly made efforts to standardise the
systemic and applied software used in the Bank
of Russia, expand and modernise the local IT net
works and structured cable systems and develop
and update the infrastructure of the Bank of Rus
sia ITS.
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II.11.4. BANK OF RUSSIA ACTIVITIES AIMED AT UPGRADING
BANKING LEGISLATION. MANAGING SUITS AND CLAIMS
AT BANK OF RUSSIA INSTITUTIONS

B

ANK OF RUSSIA ACTIVITIES AIMED AT
UPGRADING BANKING LEGISLATION

In 2007, Russia passed a number of impor
tant laws aimed directly at improving legislation
on banking activities and activities relating to
banking.
Federal Law No. 82FZ, dated May 17,
2007, ‘On the Development Bank,’ established
the Bank for Development and External Economic
Activities (Vneshekonombank), a government
owned financial development institution and cor
poration.
Vneshekonombank is the reorganised Bank for
External Economic Activities of the USSR and the
new law defines the legal status and purposes and
describes the reorganisation and liquidation pro
cedures of the new bank.
The passing of this law required amendments
to other federal laws and resulted in the adoption
of Federal Law No. 83FZ, dated May 17,
2007, ‘On Amending Certain Laws of the Rus
sian Federation in Connection with the Passage
of the Federal Law on the Development Bank.’
Specifically, amendments were made to the Fed
eral Law on Banks and Banking Activities, which
granted Vneshekonombank the right to conduct
banking operations in compliance with the Fed
eral Law on the Development Bank, and the Bank
of Russia — the right to establish specific account
ing rules for Vneshekonombank.
Federal Law No. 248FZ, dated Novem
ber 2, 2007, ‘On Amending Article 29 of the
Federal Law on Banks and Banking Activities,’
stipulated that a bank cannot unilaterally change
the term of the bank deposit agreement that stipu
lates that the depositor should be paid the deposit
back upon the expiry of a specified term or at the
onset of the circumstances described in the agree
ment, or reduce the interest rate or increase or
establish commission for operations, except in
cases stipulated by the federal law.

The amendments made by Federal Law
No. 325FZ, dated December 4, 2007, ‘On
Amending Article 36 of the Federal Law on
Banks and Banking Activities,’ stipulated that
a newly registered bank or a bank registered less
than two years ago may be licensed to take house
hold deposits (1) if the authorised capital of the
newly registered bank or equity capital of the op
erating bank is no less than the ruble equivalent
of 100 million euros and (2) if the bank complies
with the Bank of Russia requirement to disclose
information about the persons who exert, directly
or indirectly, material influence on the decisions
taken by the bank’s management.
Article 26 of the Federal Law on Banks and
Banking Activities was amended twice in 2007.
Federal Law No. 214FZ, dated July 24,
2007, ‘On Amending Certain Laws of the Rus
sian Federation in Connection with the Adop
tion of the Federal Law on Amending the Code
of Criminal Procedure of the Russian Federa
tion and the Federal Law on the Prosecutor’s
Office of the Russian Federation,’ amended it
to stipulate that statements of operations and ac
counts of corporate entities and unincorporated
entrepreneurs and statements of household ac
counts and deposits should be presented by the
credit institution to the investigating authorities
in the cases they are investigating with the ap
proval of the chief investigator rather than the
prosecutor, as was the case before the law was
amended.
In addition, Article 27 of the Federal Law on
Banks and Banking Activities was amended to
stipulate that money and other valuables in cor
porate and household accounts and deposits or in
the safekeeping of a credit institution can only
be arrested by decision of an investigating author
ity if there is a court ruling to this effect.
The second time Article 26 of the Federal Law
on Banks and Banking Activities was amended in
connection with the passage of Federal Law
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No. 225FZ, dated October 2, 2007, ‘On
Amending Certain Laws of the Russian Fed
eration,’ which, in turn, was passed in connec
tion with the adoption of a new version of the
Federal Law on Court Enforcement Action.
This law extended the list of persons whom
credit institutions should issue statements of op
erations and accounts of corporate entities and
unincorporated entrepreneurs and statements of
household accounts and deposits.
The new version of Federal Law No. 229FZ,
dated October 2, 2007, ‘On Court Enforcement
Action,’ has resolved the problems that banks
faced when fulfilling the writs of execution.
Thanks to Federal Law No. 34FZ, dated
March 13, 2007, ‘On Amending Article 11 of
the Federal Law on Insurance of Household
Deposits in Russian Banks and Article 6 of the
Federal Law on Bank of Russia Payments on
Household Deposits with Bankrupt Banks Un
covered by the Compulsory Deposit Insurance
System,’ the aggregate insurance indemnity on
household bank accounts in 2007 was raised from
190,000 rubles to 400,000 rubles. The increase
applies to deposits both in banks that participate
in the compulsory deposit insurance system and
in banks that do not participate in this system.
Consumer lending is important for the devel
opment of the banking services market and the
economy as a whole. This segment of the banking
services market has been growing very fast lately
and this calls for upgrading the relevant legal acts.
Several laws have been drafted in this area but only
one of them was passed in 2007. It is Federal Law
No. 234FZ, dated October 25, 2007, ‘On
Amending the Russian Federation Law on the
Protection of Consumer Rights and Part 2 of the
Civil Code of the Russian Federation’.
The amendments stipulate, among other
things, that information on goods (work or ser
vices) should contain the price of the goods (work
or services) in rubles and the conditions of their
purchase (payment) and in case of extending a
loan, the amount of the loan, the total value of
the loan the consumer has to pay and the loan
payment schedule.
Federal Law No. 51FZ, dated April 12,
2007, ‘On Amending Article 7 of the Federal
Law on Countering the Legalisation (Launder
ing) of Criminally Obtained Incomes and the

Financing of Terrorism,’ established the new
duty of the Bank of Russia to agree with the Fed
eral
Financial
Monitoring
Service
(Rosfinmonitoring) recommendations for credit
institutions on the procedure for developing in
ternal control rules and establishing qualification
requirements for executives responsible for the
observance of the internal control rules and
programmes; as well as requirements for person
nel training and instruction, customer and ben
eficiary identification and the procedure for pre
senting information to the authorised agency by
credit institutions.
To harmonise its federal legislation with in
ternational anticorruption obligations and up
grade the legal mechanism for combatting money
laundering and terrorist financing, Russia passed
Federal Law No. 275FZ, dated November
28, 2007, ‘On Amending Article 5 and Article
7 of the Federal Law on Countering the
Legalisation (Laundering) of Criminally Ob
tained Incomes and the Financing of Terror
ism. Specifically, Article 7 was amended to in
clude clause 3.1, which set the requirements for
noncash settlements and money transfers made
without opening an account in Russia and from
Russia to be accompanied at all stages by infor
mation about payers and their account number
(if they have one) by including this information
in the settlement document or otherwise.
Federal Law No. 127FZ, dated July 5,
2007, ‘On Amending the Federal Law on For
eign Exchange Regulation and Foreign Ex
change Control,’ extended the list of permitted
foreign exchange transactions between residents.
Resident individuals can now transfer funds from
their accounts opened in authorised banks to the
accounts of other resident individuals who are
their spouses or close relations (relatives in di
rect ascending and descending order (parents and
children and grandparents and grandchildren),
brothers and sisters and halfbrothers and half
sisters (who have a common father or a common
mother) and the adoptive parents and adopted
children), opened in authorised banks or banks
outside Russia.
In addition, this Federal Law added to the
documents involved in foreign exchange opera
tions and the opening and maintaining of ac
counts, indicated in Part 4 of Article 23, the docu
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ments confirming that the individuals are spouses
or close relatives, including documents issued by
registration authorities (marriage certificate or
birth certificate) and effective court rulings es
tablishing family or kin relations, adoption and
fatherhood, passport entries on children and the
spouse and other documents established by Rus
sian legislation.
In 2007, the Bank of Russia took an active
part in the drafting of federal laws and concepts
of draft federal laws.
Bank of Russia legislative activity in 2007
looked as follows.
In the period from January 1 to December 31,
2007, it issued 193 regulatory documents: three
instructions, 15 regulations and 175 ordinances.
Of the 193 regulatory documents issued by the
Bank of Russia, 91 (two instructions, 12 regula
tions and 77 ordinances) have been registered by
the Ministry of Justice.
In addition, in the period under review the
Bank of Russia sent 228 letters to its regional
branches.

ANNUAL REPORT

MANAGING SUITS AND CLAIMS
AT BANK OF RUSSIA INSTITUTIONS
A total of 549 property claims and suits to the
amount of 54.91 million rubles were filed against
Bank of Russia regional branches in 2007, of
which 123 claims and suits to the amount of
833,730 rubles have been satisfied. These figures
show that most of the claims and suits were le
gally untenable.
Sixtyfive suits that arose from labour disputes
were filed against the Bank of Russia in 2007.
In four cases credit institutions challenged in
court Bank of Russia sanctions against them but
none of the claims has been satisfied.
At the same time, Bank of Russia regional
branches filed claims and suits against credit in
stitutions in the course of supervising them. They
filed 649 claims to the amount of 28.17 million
rubles and 60 suits to the amount of 132.69 mil
lion rubles, of which 700 claims and suits to the
amount of 107.12 million rubles had been satis
fied by the end of the period under review.
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II.11.5. BANK OF RUSSIA INTERNAL AUDIT

T

he Bank of Russia Chief Auditor’s Service
conducted its activities in line with the
plans approved in accordance with the es
tablished procedure. In 2007, it inspected 2,066
Bank of Russia divisions, of which 416 were au
dited in the course of comprehensive inspections
and 1,650 in the course of thematic inspections.
In 2007, the Bank of Russia Chief Auditor’s
Service focused on the verification of the imple
mentation by Bank of Russia divisions of the
functions assigned to them and the assessment
of the adequacy of the internal control systems
of the audited divisions to the scale and nature
of their work.
It regularly verified Bank of Russia compliance
with the requirements set by the Core Principles
of Managing Bank of Russia Foreign Exchange
Reserves, Investment Directives for Bank of Rus
sia Transaction and Investment Foreign Exchange
Reserve Portfolios and other Bank of Russia regu
lations for operations with foreign exchange as
sets. The Bank of Russia Chief Auditor’s Service
also verified compliance with the established re
quirements for operations with precious metals
and the implementation of the functions assigned
to the Bank of Russia in the field of banking regu
lation and supervision.
In 2007, the Bank of Russia Chief Auditor’s
Service approved methodological recommenda
tions for examination of the internal control of
operations conducted with valuables using the
television surveillance system; the implementa
tion of intraregional electronic payments; the ob
servance of labour laws; the security facilities; the
property management; the insurance of transport
vehicles, drivers and passengers; the collective
data processing centres; the IT capital expense
budget; the refinancing operations and the rec

reation and health centres. It updated recommen
dations for the verification of the budget of ex
penditures on the maintenance of Bank of Russia
divisions and on the construction and repair of
buildings and facilities and the handling of prob
lem credit institutions and credit institutions that
had their banking licences revoked.
The internal audit procedures covered all the
main areas of Bank of Russia activity and guar
anteed Bank of Russia management independent
information on the implementation by Bank of
Russia divisions of the functions assigned to them
for taking managerial decisions. The results of the
internal audit lead to the conclusion that the ac
tivities of the Bank of Russia conformed in all their
material aspects to federal legislation and Bank
of Russia standards and regulations, while the
internal control system was on the whole ad
equate to the risks assumed.
Audits and inspections conducted in 2007 re
vealed shortcomings in various areas of activity
of Bank of Russia divisions: cash issue, access and
security precautions and procedures, technical
strength of cash units, spending budget alloca
tions, construction, capital repair and mainte
nance, personnel management, information tech
nology and security and supervision of credit in
stitutions.
The examination of audit and inspection re
sults led to sanctions against executives respon
sible for violations and shortcomings detected, and
the severity of these sanctions depended on the
gravity of the violations and shortcomings.
Pursuant to Article 13 and Article 95 of the
Federal Law on the Central Bank of the Russian
Federation (Bank of Russia), the National Bank
ing Board in November 2007 heard the report by
the Bank of Russia Chief Auditor.
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II.11.6. BANK OF RUSSIA STAKEHOLDINGS IN THE CAPITAL
OF RUSSIAN AND FOREIGN CREDIT INSTITUTIONS
AND OTHER ORGANISATIONS

P

ursuant to Article 8 of the Federal Law
on the Central Bank of the Russian Fed
eration (Bank of Russia), the Bank of
Russia in 2007 participated in the capital of the
Savings Bank (Sberbank), an open jointstock
company, and the capital of the following resi
dent organisations that support the activities of
the Bank of Russia: the Moscow Interbank Cur
rency Exchange (MICEX), a closedend joint
stock company, the St Petersburg Currency Ex
change (SPCEX), a closedend jointstock com
pany, and the National Depository Centre
(NDC), a nonprofit partnership. The Bank of
Russia managed and controlled these resident
organisations through its representatives in their
management and control bodies, which enabled
it to influence decisions aimed at implementing
the monetary policy and improving the financial
market infrastructure.
The Bank of Russia stakeholding in
Sberbank’s authorised capital went down from
60.57% to 57.58% in 2007 as the Bank of Rus
sia acquired fewer Sberbank ordinary shares of
an additional issue than was necessary to keep its
stake unchanged. The decision on the acquisition
by the Bank of Russia of 892,601 Sberbank ordi
nary shares in compliance with the requirements
of Article 8 and Article 13 of the Federal Law on
the Central Bank of the Russian Federation (Bank
of Russia) was taken by the National Banking
Board and approved by the Government of the
Russian Federation. The change in the Bank of
Russia stake in the authorised capital of Sberbank
has not affected the number of government rep
resentatives in the Bank of Russia quota in
Sberbank’s Supervisory Board.
The decision on the additional issue and the
subsequent dilution of shares, taken by
Sberbank’s Supervisory Board, allowed Sberbank
to maintain its capital adequacy at a level that
corresponded to the expansion of its active op
erations and to increase the liquidity of its shares.

As a result, Sberbank’s authorised capital grew
to 67.76 billion rubles.
Sberbank’s activities in 2007 were regulated
by decisions of its Supervisory Board, which took
into consideration the economy’s needs to extend
loans to households and enterprises. To improve
the quality of the services it provided to its corpo
rate customers, who had business ties with CIS
countries, Sberbank’s Supervisory Board in 2007
took the decision to acquire the Ukrainebased
NRB Bank, a closedend jointstock company.
The dividends paid to the Bank of Russia in
2007 from the profit made by Sberbank in 2006
totalled 4.6 billion rubles, an increase of 50%
on the dividends received for 2005. According
to preliminary data, Sberbank’s profit for 2007
increased by 40% year on year and reached
160.2 billion rubles.
Its stakeholdings in the capital of MICEX,
SPCEX and the NDC in 2007 enabled the Bank
of Russia to control operations on the domestic
forex market and federal government debt mar
ket and use the exchange infrastructure to con
duct monetary policy operations.
The Bank of Russia stake in the capital of
MICEX expanded from 28.76% to 29.79% in
2007 as a result of a reduction of MICEX
authorised capital due to the redemption of 4,000
MICEX ordinary shares owned by the exchange.
In 2007, the Bank of Russia was paid 50.1 mil
lion rubles as dividends from MICEX profit for
2006.
The Bank of Russia stake in the capital of
SPCEX in 2007 remained unchanged from 2006
at 8.9%. The SPCEX Board in 2007 continued
to provide traders with more opportunities to con
duct transactions with various financial instru
ments within its own trading system and in col
laboration with the MICEX trading system. The
aggregate turnover of SPCEX trade in foreign
currency, securities and PIF units in 2007 in
creased 2.3 times to 11.1 trillion rubles. In 2007,

114

II.11. UPGRADING BANK OF RUSSIA SYSTEM AND ENHANCING ITS EFFICIENCY

by decision of the shareholders’ meeting the en
tire net profit of 79.9 million rubles received by
SPCEX for 2006 went to the exchange’s funds.
The Bank of Russia stake in the authorised
capital of the NDC in 2007 remained unchanged
from 2006 at 49%. In 2007, the NDC in collabo
ration with MICEX and the MICEX Clearing
House helped the Bank of Russia conduct over
thecounter repo operations with corporate
eurobonds. The NDC accepted for servicing 73 is
sues of corporate eurobonds of top foreign issu
ers, which were recorded in the NDC account in
Clearstream Banking and included issues on the
Bank of Russia Lombard List. The total value of
securities in the custody accounts opened in the
NDC increased by 31.0% in 2007. The NDC
Board of Directors in 2007 was taking steps to
transform the partnership into a jointstock com
pany and evaluate its property. The signing by

the Russian President in 2007 of the Federal Law
on Amending Article 7 and Article 11 of the Fed
eral Law on Securities Market created conditions
for the transformation of clearing depositaries
from nonprofit partnerships into jointstock com
panies and provided the necessary legislative ba
sis for the conversion of the NDC into a jointstock
company.
Pursuant to Article 9 of the Federal Law on
the Central Bank of the Russian Federation (Bank
of Russia), the Bank of Russia in 2007 also par
ticipated in the capital and activities of interna
tional organisations, such as the Baselbased Bank
for International Settlements (0.59% of
authorised capital), the Moscowbased Interstate
Bank (50.0% of authorised capital) and the Bel
giumbased Society for Worldwide Interbank Fi
nancial Telecommunications, or S.W.I.F.T.
(0.006% of authorised capital).
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INTRODUCTION

T

he annual financial statements reflect the
operations conducted by the Bank of Rus
sia to fulfil its principal purposes and func
tions stipulated by Federal Law No. 86FZ, dated
July 10, 2002, ‘On the Central Bank of the Rus
sian Federation (Bank of Russia)’.
The annual financial statements as of Janu
ary 1, 2008, presented below (hereinafter re
ferred to as the financial statements) comprise:
● the Annual Balance Sheet;
● the Profit and Loss Account;
● the Statement of Profit and its Allocation;
● the Statement of Bank of Russia Reserves and
Funds;
● the Statement of Bank of Russia Management
of Securities and Stakeholdings in the Capital
of Companies Constituting Bank of Russia
Property;
● the Statement of Bank of Russia Personnel
Costs;
● the Statement of Capital Investment Budget
Performance.
The principal objectives of the Bank of Russia
are:
● to protect the ruble and ensure its stability;

●

to upgrade and strengthen the Russian bank
ing system;
● to ensure the effective and uninterrupted func
tioning of the payment system.
In 2007, the Bank of Russia implemented the
managed floating exchange rate policy, which was
aimed at cushioning the sharp exchange rate fluc
tuations caused by the liquidity crisis and the de
preciation of the US dollar on the world market,
bearing in mind the need to control inflation.
The Russian banking sector in 2007 contin
ued to demonstrate favourable development
trends and rapid growth in assets, while the
Bank of Russia continued to upgrade the legal
framework of banking regulation with the ob
jective of harmonising it with internationally
accepted practices and improve risk assessment
policies in banking.
The Bank of Russia continued to upgrade its
payment system to ensure its effective and unin
terrupted functioning amid the use of the collec
tive payment information processing systems. In
December 2007, payments began to be effected
through the Bank of Russia real time gross settle
ment system, or BESP.
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ANNUAL BALANCE SHEET AS OF JANUARY 1, 2008
(million rubles)
Note

2007

2006

1. Precious metals

3

346,523

64,303

2. Funds placed with nonresidents
and securities issued by nonresidents

4

3. Loans and deposits

5

37,109

7,514

4. Securities, of which:

6

441,948

279,789

352,772

272,614

99,482

107,795

62,617

60,659

113

63

ASSETS

4.1. Russian government securities
5. Other assets, of which:

7

5.1. Fixed assets
5.2. Profit tax advance payments
Total assets

11,511,619 7,744,466

12,436,681 8,203,867

LIABILITIES
1. Cash in circulation

8

4,124,302 3,066,355

2. Funds in accounts with Bank of Russia, of which:

9

7,608,963 4,787,552

2.1. Russian government funds

5,119,493

3,317, 090

2.2. Funds of resident credit institutions

1,298,842

959,115

3. Float

10

20,847

31,014

4. Other liabilities

11

195,953

195,593

462,051

84,156

3,000

3,000

459,051

81,156

24,565

39,197

5. Capital, of which:
5.1. Authorised capital
5.2. Reserves and funds
6. Reporting year profit

12

Total liabilities

12,436,681 8,203,867

Bank of Russia Chairman

S.M. Ignatiev

Bank of Russia Chief Accountant

L.I. Gudenko

May 13, 2008
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PROFIT AND LOSS ACCOUNT
(million rubles)
Note

2007

2006

INCOME
Interest income

13

392,588

200,643

Income form securities trading

14

104,067

57,722

Income from operations with precious metals

15

357

6,314

4,653

3,005

Income from stakeholdings in credit and other institutions
Net income form recovery of provisions

21

—

1,357

Other income

16

3,259

4,137

504,924

273,178

Total income

EXPENSES
Intrest expenses

17

174,967

39,090

Expenses on securities trading

18

37,040

16,724

Cash turnover management expenses

19

13,579

9,273

Expenses on operations with precious metals

20

1,351

104

Net expenses on provisions

21

2,570

—

Expenses on negative revaluation of foreign currency

22

165,740

88,624

Other operating expenses

23

40,292

42,732

Personnel costs

24

44,820

37,434

480,359

233,981

24,565

39,197

Total expenses
Financial result: profit

12
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CAPITAL, FUNDS AND PROFIT ALLOCATION
(million rubles)

3,000

Allocation of profit for 2006

121

Transferred to federal budget
Balance as of January 1, 2007, after taxation
and allocation of profit for 2006 in 2007
Fullyear profit

Re s e r v e s

Accrued
p r e c i o u s me t a l
reval uat i on

Soci al
f und

Gr o wt h
i n propert y
val ue due
t o reval uat i on

Ot h e r
f unds

Tot al
capi t al

Pr of i t
f or t he year

69,376

—

3,720

7,965

95

84,156

39,197

19,563

(70)
(19,563)

18,780

(19,564)
3,000

88,156

— to be allocated to funds
Total after taxation and allocation of profit for 2007
in 2008

—

4,503

7,965

95

103,719

—
24,565

Transferred to funds
Used from funds
Balance as of January 1, 2008, before taxation
and allocation of profit for 2007
Taxes and duties paid in advance in 2007 from
Bank of Russia profit
Taxes and duties paid in 2008 as a result of full settlement
from Bank of Russia profit for 2007
Profit for 2007 after tax and duty payments effected under
the Tax Code of the Russian Federation
— to be transferred to federal budget

783

359,731

3,000

88,156

—

(1,386)

359,731

3,117

7,965

3

359,734

(16)

(1,402)

—

82

462,051

24,565
(113)
(2)
24,450

11,736
3,000

99,892

489
359,731

3,606

7,965

82

12,225

(12,225)
(12,225)

474,276

—
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Balance as of January 1, 2007, before taxation
and allocation of profit for 2006
Taxes and duties paid from Bank of Russia profit for 2006

Aut hori sed
capi t al
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Starting from January 1, 2007, precious metals and unallocated metal accounts and deposits in
nonresident credit institutions are accounted for at discount price and revalued in conformity with
Bank of Russia standards and regulations. The Bank of Russia calculates discount prices on the basis
of current fixed prices of precious metals on the London Metal Exchange reduced by the discount
equalling the average cost of delivery of each precious metal to the international market. These costs
are the expenses involved in the customs clearing, transportation and insurance of precious metals.
The fixed prices of precious metals, denominated in the US dollar, are recalculated into rubles at
the official dollar/ruble exchange rate effective as of the day following the day the discount prices
were fixed. The unrealised differences that arise from the revaluation of the precious metal bal
ances due to the change in the discount prices of precious metals are recorded to the balance sheet
account Accrued revaluation of precious metals as part of capital and as of January 1, 2008, they
amounted to 359,731 million rubles (Notes 1(c) and 3).
Taxes and duties paid after the final settlement for the reporting tax period from profit for 2007,
the transfer to the federal budget and allocation of actual profit for 2007 that remained after the
payment of taxes and duties under the Tax Code of the Russian Federation and transfers made to the
federal budget under Article 26 of the Federal Law on the Central Bank of the Russian Federation
(Bank of Russia) are shown in Bank of Russia accounting records in 2008 (Note 27, Statement of
Profit and its Allocation).
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NOTES TO ANNUAL FINANCIAL STATEMENTS AS OF JANUARY 1, 2008
1. ACCOUNTING AND FINANCIAL REPORTING PRINCIPLES
The Bank of Russia accounting and financial reporting practices conform to the Federal Law on
the Central Bank of the Russian Federation (Bank of Russia), Federal Law on Accounting, Bank of
Russia Regulation No. 66P, dated January 1, 2006, ‘On Accounting Rules in the Central Bank of
the Russian Federation (Bank of Russia) (hereinafter referred to as Regulation No. 66P) and other
Bank of Russia regulations issued in pursuance of these federal laws.
(a) Accounting principles
Accounting is based on the principle of recording balance sheet items at their initial cost at the time
assets are acquired or circumstances arise. The principles of revaluing individual items of assets and
liabilities are described below.
(b) Financial reporting framework
These financial statements have been compiled on the basis of balance sheet data provided by the
Bank of Russia, its regional branches and other divisions incorporated in the Bank of Russia as a legal
entity.
These financial statements have been compiled exclusive of the financial statements of credit and
other institutions in and outside Russia in which the Bank of Russia holds a stake and/or which the
Bank of Russia controls. Under Russian law the Bank of Russia is not required to compile a consoli
dated financial statement that would include the financial statements of credit and other institutions
in which it holds a stake and/or which it controls.
These financial statements have been compiled in the currency of the Russian Federation, the
Russian ruble (hereinafter referred to as the ruble), in millions of rubles, abbreviated as Rbs m.
Data in the Table Capital, funds and profit allocation and the Statement of the Bank of Russia
Reserves and Funds have been adjusted for the purpose of compiling Bank of Russia annual financial
statements that would take into account the events that have occurred after the reporting date, in
cluding the payment in 2008 of taxes and duties as a result of the final settlement from Bank of Russia
profit for 2007; the transfer to the federal budget of 50% of actual profit for the year remaining after
the payment of taxes and duties pursuant to the Tax Code of the Russian Federation; and the alloca
tion to the Bank of Russia reserves and funds of profit retained by the Bank of Russia (Note 27,
Statement of Profit and its Allocation).
Figures in brackets denote negative values.
(c) Precious metals
Precious metals are accounted for at the discount price and revalued as the discount prices of
precious metals are set in conformity with Bank of Russia standards and regulations. The Bank of
Russia calculates discount prices on the basis of current fixed prices of precious metals on the London
Metal Exchange reduced by the discount equalling the average cost of delivery of each precious metal
to the international market. These costs are the expenses involved in the customs clearing, transpor
tation and insurance of precious metals. The fixed prices of precious metals, denominated in the US
dollar, are recalculated into rubles at the official dollar/ruble exchange rate effective as of the day
following the day the discount prices were fixed.
The unrealised differences that arise from the revaluation of the precious metal balances due
to the change in the discount prices of precious metals are recorded to the balance sheet account
Accrued revaluation of precious metals as part of capital and are not included in the profit and
loss account.
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Should the negative unrealised difference exceed the positive unrealised difference in the result for
the year, the excess is compensated for from the unrealised differences accumulated earlier and re
corded in the balance sheet account Accrued revaluation of precious metals as part of capital. If there
is no balance in the balance sheet account Accrued revaluation of precious metals or it is not enough,
the negative unrealised differences are fully (or in the amount of the excess of the credit balance of the
balance sheet account Accrued revaluation of precious metals) recorded to the Bank of Russia oper
ating expenses for the corresponding reporting year by a decision of the Bank of Russia Board of
Directors.
The realised differences, income or expenses that arise when operations with precious metals are
conducted at a price that differs from the discount price of the precious metal, are calculated sepa
rately for each operation. The realised difference is the difference between the actual value of the deal
and the value based on the discount price of the corresponding precious metal. The realised differ
ences in operations with precious metals are determined as of the date of the transfer of title for the
precious metal as a result of the transaction. Positive realised differences are accounted for as income
from operations with precious metals, whereas negative realised differences are recorded to expenses
on operations with precious metals.
Precious metals placed on deposits or unallocated metal accounts in nonresident credit institu
tions are accounted for at the discount price and recorded to Funds placed with nonresidents and
securities issued by nonresidents.
Bank of Russia claims and obligations in respect to the delivery of precious metals under forward
contracts are recorded in offbalance sheet accounts from the transaction date to the settlement date
and revalued daily at the discount price.
(d) Foreign currency assets and liabilities
Foreign currency assets and liabilities are accounted for in rubles at the official rates of exchange
of the ruble against foreign currencies set by the Bank of Russia (hereinafter referred to as the official
exchange rates) as of the balance sheet compilation date. Foreign currency assets and liabilities are
revalued daily at the official exchange rates. Income and expenses relating to Bank of Russia foreign
exchange operations are accounted for in the balance sheet in rubles at the official exchange rates as
of the date income is received or expenses are incurred.
Unrealised exchange rate differences that arise due to the revaluation of the balances in debit and
credit balance sheet accounts are accounted for as Accrued exchange rate differences as part of capi
tal and are not included in the profit and loss account.
Should the accrued negative unrealised exchange rate differences exceed the accrued positive
unrealised exchange rate differences during the year, the excess is compensated for from previously
accrued net positive exchange rate differences accounted for as Accrued exchange rate differences as
part of capital. If there is no balance in the balance sheet account Accrued exchange rate differences
or the balance is not enough, the negative unrealised exchange rate differences are fully (or in the
amount of the excess of the credit balance of the balance sheet account Accrued exchange rate differ
ences) recorded to Bank of Russia expenses for the corresponding reporting year by a decision of the
Bank of Russia Board of Directors.
Realised exchange rate differences that arise in foreign exchange transactions conducted at a rate
that differs from the official exchange rates are calculated separately for each transaction and re
corded to Bank of Russia income or expenses. Net positive realised exchange rate differences are
recorded as part of other income, while net negative realised exchange rate differences are recorded
as part of other operating expenses.
Bank of Russia claims and obligations under foreign exchange purchase and sale forward con
tracts are recorded in offbalance sheet accounts from the transaction date to the settlement date and
revalued at the official exchange rates.
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The official exchange rates used in recalculating foreign currency assets and liabilities on Decem
ber 31, 2007, stood at 24.5462 rubles to the US dollar (in 2006, 26.3311 rubles to the US dollar)
and 35.9332 rubles to the euro (in 2006, 34.6965 rubles to the euro).
(e) Securities
The Bank of Russia accounts for investments in Russian government securities using the following
accounting principles:
● the rubledenominated government securities in the trading book are revalued at close of trades if
their market prices are quoted, or accounted for at their acquisition price if their market prices are
not quoted (the trading book is defined in Note 6 to these financial statements) net of depreciation
provisions;
● the rubledenominated government securities in the investment portfolio are accounted for at their
acquisition (restructuring) price (the investment portfolio is defined in Note 6 to these financial
statements);
● Russian government internal and external foreign currencydenominated loan bonds in the in
vestment portfolio are accounted for at acquisition price, while bonds in the trading book are
revalued at close of trades.
Repo transactions with government securities conducted with residents are accounted for in the
Bank of Russia balance sheet as securities purchase and sale operations. Government securities ac
quired in repos with residents are accounted for in the Bank of Russia balance sheet at acquisition
price during the repo transaction period and written off from the Bank of Russia balance sheet when
resold. Bank of Russia claims for the delivery of money in the reverse part of repos and obligations to
sell government securities in the reverse part of repos with residents are recorded in offbalance sheet
accounts from the transaction date to the execution date.
Debt obligations of other issuers, acquired in repo transactions with residents, are accounted for
according to the same procedure as government securities acquired in repo transactions.
In addition, the following accounting principles are used in respect to other securities:
● foreign issuers’ securities are accounted for at acquisition price;
● foreign issuers’ securities received by the Bank of Russia in repo transactions with nonresidents
are recorded in offbalance sheet accounts as securities received as collateral for repo transactions.
The delivery of funds in repo transactions with nonresidents is accounted for in the Bank of Rus
sia balance sheet as placements made against the collateral of securities. Income from placements
in repo transactions is recorded to interest income;
● foreign issuers’ securities transferred by the Bank of Russia as collateral in repo transactions with
nonresidents continue to be accounted for as part of foreign issuers’ securities in the Bank of
Russia balance sheet. The raising of funds in repo transactions with nonresidents is accounted for
in the Bank of Russia balance sheet as operations to raise funds against the collateral of securities.
In addition, securities transferred by the Bank of Russia as collateral in repo transactions with
nonresidents are recorded in offbalance sheet accounts as securities transferred by the Bank of
Russia as collateral. Expenses involved in raising funds in repo transactions are recorded to inter
est expenses;
● income and expenses from the sale and redemption of foreign issuers’ securities are accounted for
as part of income and expenses relating to securities trading;
● credit institutions’ promissory notes are accounted for at acquisition price net of the provisions
made for them.
(f) Bank of Russia bonds
Bank of Russia bonds (OBR) are accounted for at their nominal value. The difference between
the nominal value and actual selling (redemption) price of Bank of Russia bonds is accounted as
deferred income or expenses relating to securities in Other liabilities or Other assets. When bonds are

125

BANK OF RUSSIA

2007

ANNUAL REPORT

bought out and redeemed, deferred income and expenses are netted and the result is recorded to Bank
of Russia income or expense accounts.
(g) Investment
Bank of Russia investments in the authorised capital of credit and other institutions in and outside
Russia are accounted for at acquisition price.
(h) Loans to credit institutions
Loans to credit institutions are recorded to the principal debt net of depreciation provisions.
(i) Bank of Russia loss provisions
To cover risk (loss) when conducting operations under the applicable laws of the Russian Federa
tion, the Bank of Russia makes provisions for possible losses on loans extended to credit institutions,
for the depreciation of investments in securities and for other active operations it conducts. Bank of
Russia asset risks for which provisions are made are assessed by determining the probability of a
failure by the Bank of Russia to recover the funds invested in assets and the amount of Bank of Russia
probable losses according to the provisioning procedure approved by the National Banking Board.
Bank of Russia provisions are created by a decision of the Bank of Russia Board of Directors and
recorded to Bank of Russia expenses. When the amount of provisions is reduced due to repayment of
loans, deposits, promissory notes and other debt and disposal of other assets, as well as the improve
ment of the quality of assets and the reduction of the risk of possible losses on Bank of Russia assets,
the corresponding part of the provisions is recovered to Bank of Russia income.
Provisions for operations conducted with resident credit institutions and other resident borrowers
in rubles are made by the Bank of Russia when these operations create the risk of possible losses
(credit risk) due to nonfulfilment (inadequate fulfilment) by borrowers of their obligations on Bank
of Russia loans in accordance with the terms and conditions of the agreement or other relevant docu
ments that confirm the extension of Bank of Russia loans, other Bank of Russia rubledenominated
claims, nonpayment of a promissory note and (or) nonfulfilment of obligations by a person whose
due fulfilment of obligations is guaranteed by the obligation (contingent obligations) assumed by the
Bank of Russia.
Provisions for government securities trading are made gradually, through the end of 2007, when
the risk of possible losses from the depreciation of securities arises, and may reach up to 20% of the
estimated value that represents the excess of the balance sheet value of the bonds over their possible
selling price.
Provisions for foreign exchange transactions are created by the Bank of Russia when there is a risk
of possible losses from these transactions due to nonfulfilment by counterparties of their contract
obligations to the Bank of Russia and (or) the devaluation of Bank of Russia assets and (or) non
fulfilment of obligations by a person whose duly fulfilment of obligations is guaranteed by the obliga
tion (contingent obligations) assumed by the Bank of Russia.
Provisions for Bank of Russia compensation payments for household deposits in bankrupt banks
outside the compulsory deposit insurance system are made to the amount of the funds transferred by
the Bank of Russia to the agent bank to effect Bank of Russia compensation payments and also to the
amount of the bankrupt bank’s debt to the Bank of Russia on obligations that arose in connection
with the transfer of funds to the bankrupt bank’s depositors by the Bank of Russia.
Bank of Russia assets for which provisions are made are accounted for in the balance sheet net of
the amount of the provisions made.
(j) Fixed assets
Fixed assets are accounted for at residual value, i.e., at acquisition price inclusive of revaluation
and exclusive of accrued depreciation.
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Bank of Russia fixed assets have been revalued in compliance with Russian Government resolu
tions. The latest revaluation was made as of January 1, 1997.
Fixed assets acquired and put into operation before January 1, 2002, are depreciated at the offi
cial rates of depreciation set by USSR Council of Ministers Resolution No. 1072, dated October 22,
1990, ‘On Standard Rates of Depreciation Charges for the Complete Restoration of Fixed Assets of
the National Economy of the USSR’:
%
Buildings and other facilities

1.0—15

Equipment (including computers, furniture, transport vehicles, etc.)

2—20

Fixed assets put into operation from January 1, 2002, are depreciated at the rates set by Bank of
Russia Order No. OD512, dated July 16, 2007, ‘On the Approval of the List of Bank of Russia
Depreciated Fixed Assets Disaggregated into Depreciation Groups with the Indication of the Service
ability Periods, and the Regulation on the Procedure for Using the List of Bank of Russia Depreciated
Fixed Assets Disaggregated into Depreciation Groups with the Indication of the Serviceability Peri
ods’ (taking into consideration the amendments made by Bank of Russia Order No. OD945, dated
December 25, 2007), issued pursuant to Russian Federation Government Resolutions No. 1, dated
January 1, 2002, ‘On the Classification of Fixed Assets Included in Depreciation Groups’ (revised by
Russian Federation Government Resolutions No. 415 of July 9, 2003, No. 476 of August 8, 2003,
and No. 697 of November 16, 2006).
%
Buildings and other facilities

1.1—14

Equipment (including computers, furniture, transport vehicles, etc.)

2—67

(k) Cash in circulation
The Bank of Russia is the sole issuer of cash and organiser of cash circulation. The banknotes and
coins put into circulation are accounted for in the balance sheet at nominal value.
(l) Funds in accounts with the Bank of Russia
Funds in accounts with the Bank of Russia comprise federal government funds, credit institutions’
funds in correspondent accounts, credit institutions’ required reserves deposited with the Bank of
Russia, credit institutions’ deposit accounts with the Bank of Russia and regional and local govern
ment budget funds and government extrabudgetary funds. Funds in accounts with the Bank of Rus
sia are accounted for in the balance sheet at nominal value.
(m) Float
As of the end of the year float includes the balances of funds connected with the completion of
settlement operations with electronic and letter of advice settlement accounts, and the balances of
funds resulting from operations between Bank of Russia institutions connected with the transfer of
payments of Bank of Russia institutions and the customers they serve. Float is accounted for in the
balance sheet at nominal value.
(n) Capital
Bank of Russia capital comprises:
— authorised capital. Under Article 10 of the Federal Law on the Central Bank of the Russian Fed
eration (Bank of Russia), the Bank of Russia has an authorised capital of 3 billion rubles;
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— various reserves and funds created to enable the Bank of Russia to fulfil the functions assigned to
it by the Federal Law on the Central Bank of the Russian Federation (Bank of Russia). Informa
tion on the sources and use of the reserves and funds is contained in the Statement of Bank of
Russia Reserves and Funds as part of these Annual Financial Statements as of January 1, 2008.
(o) Reporting year profit
Reporting year profit, accounted for in the Bank of Russia balance sheet, is the financial result of
the Bank of Russia performance during the reporting year.
After the Bank of Russia Annual Financial Statements are approved by the Board of Directors, the
Bank of Russia transfers to the federal budget 50% of its actual fullyear profit that remains after the
payment of taxes and duties under the Tax Code of the Russian Federation. The remaining profit of
the Bank of Russia is transferred by its Board of Directors to various reserves and funds (Note 27,
Statement of Profit and its Allocation, Table Capital, funds and profit allocation).
(p) Recognition of Bank of Russia income and expenses
Income and expenses are accounted for in the profit and loss account on a cash basis, i.e., after
income has been actually received and expenses have been actually incurred.
(q) Financial result
The financial result, i.e., profit or loss, is the difference between total income received and total
expenses incurred in core and noncore operations conducted by the Bank of Russia during the re
porting year.
(r) Taxation of the Bank of Russia
The Bank of Russia pays taxes and duties under the Tax Code of the Russian Federation. The
Bank of Russia has worked out and approved an accounting policy for the purposes of taxation, which
formulates the tax accounting principles and methods and the rules and procedures for the creation of
the tax base for the calculation of taxes and duties paid by the Bank of Russia.
(s) Transfer of profit to the Federal Budget
Under Article 26 of the Federal Law on the Central Bank of the Russian Federation (Bank of
Russia), after the approval by the Bank of Russia Board of Directors of the Bank of Russia Annual
Financial Statements, the Bank of Russia transfers to the federal budget 50% of its actual fullyear
profit remaining after the payment of taxes and duties under the Tax Code of the Russian Federation.

2. IMPACT OF ECONOMIC CONDITIONS ON BANK OF RUSSIA FINANCIAL STATEMENTS
The internal and external economic factors and the general economic policy pursued in 2007 af
fected the nature and scale of operations the Bank of Russia conducted when fulfilling the functions
assigned to it. This was reflected in the Bank of Russia’s consolidated annual balance sheet and finan
cial performance.
As foreign trade conditions continued to improve in 2007, Russia registered a large trade and
current account surplus. In addition, the capital and financial account increased significantly in the
first half of the year under review due to massive capital inflow. In that situation, the steps taken by
the Bank of Russia to maintain the managed floating exchange rate largely determined money supply
dynamics.
To mitigate the adverse impact of excessive growth in money supply, caused by currency interven
tions, on inflation in the economy, the Bank of Russia and the Russian Government absorbed excess
liquidity, mostly through the Stabilisation Fund, as was the case in the previous three years. The
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budget surplus and the expansion of the Stabilisation Fund led to a growth in funds in government
accounts with the Bank of Russia. Bank deposits with the Bank of Russia also grew significantly and
their share in Bank of Russia balance sheet liabilities increased by more than 50% over the year.
Instability on global financial markets made it increasingly difficult for Russian banks and corpo
rations to borrow abroad and this led to massive net capital outflow from the private sector in August
and September 2007 and, consequently, the scaling down of Bank of Russia interventions on the
domestic forex market in that period.
Over the year, Bank of Russia funds placed with nonresidents and invested in foreign securities
increased significantly and their share in Bank of Russia balance sheet assets contracted slightly.
As the borrowing conditions on foreign markets deteriorated, banking sector demand for Bank of
Russia refinancing rose sharply. In that situation, the Bank of Russia jointly with the Government
carried out a series of measures that ensured the rapid refinancing of banks, improved the refinancing
system and encouraged credit institutions to improve the management of their liquidity. In August
December 2007, the Bank of Russia considerably increased the amount of liquidity it provided to
banks, purchased OBR on the secondary market and bought from credit institutions government
securities to increase its own portfolio. These operations led to an increase in the balances of funds
accounted for as Federal government debt obligations in the Bank of Russia balance sheet.
In November 2007, the Bank of Russia broadened the range of refinancing instruments as it began
to conduct fixedrate overnight and 7day repo operations and extend fixedrate overnight Lombard
loans. In addition, to increase the refinancing of banks, it lowered the international issuer (issue)
rating requirements for the bonds on the Lombard List and added to it securities issued by nonresi
dent corporations. It also cut interest rates on some of its operations, increased the adjustment ratios
used in calculating the value of securities accepted as collateral for Bank of Russia loans and reduced
the discounts on securities used in repo transactions with the Bank of Russia. This led to a significant
growth in Bank of Russia credit claims on credit institutions.
The balances of credit institutions’ correspondent accounts with the Bank of Russia increased in
2007, although their share in Bank of Russia balance sheet liabilities went down year on year.
During the year under review credit institutions received additional funds as the Bank of Russia
temporarily lowered by one percentage point the required reserve ratios and, at the same time, raised
the required reserve averaging ratio. This measure offset, to some extent, the rise in the required
reserve ratios made in the middle of 2007 to contain inflation, and did not change significantly this
item of the Bank of Russia balance sheet.
The continued growth in household money income and further dedollarisation stimulated de
mand for cash rubles and led to growth in balances of Cash in circulation in the Bank of Russia
balance sheet in 2007. At the same time, the share of cash in Bank of Russia balance sheet liabilities
contracted year on year.
The Bank of Russia financial result for 2007 was largely affected by the continued rapid growth in
gold and foreign exchange reserves, the further appreciation of the ruble and the banking sector li
quidity regulation measures implemented by the Bank of Russia as part of the monetary policy. In this
situation, growth in income from the placement of gold and foreign exchange reserves was accompa
nied by a significant increase in the unrealised negative exchange rate differences from the revalua
tion of Bank of Russia foreign currency assets and liabilities, which were completely recovered by
Bank of Russia expenses due to the lack of accrued exchange rate differences. These factors and the
increased expenses involved in the use of the monetary regulation instruments by the Bank of Russia
caused Bank of Russia profit to decrease as compared with the previous year.
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3. PRECIOUS METALS
(million rubles)
2007

2006

Precious metals

346,523

64,303

Total

346,523

64,303

The increase under this item is largely due to the revaluation of precious metals at discount prices
after January 1, 2007, and the purchase of gold from Russian credit institutions under general agree
ments.

4. FUNDS PLACED WITH NONRESIDENTS AND SECURITIES ISSUED BY NONRESIDENTS
(million rubles)
2007

2006

Foreign securities

6,684,818

2,823,900

Balances in correspondent accounts and deposits placed
with nonresident banks

2,887,937

2,813,502

Funds placed with nonresidents under repo transactions

1,938,864

2,107,064

Total

11,511,619 7,744,466

Foreign securities are mostly US treasuries and government debt obligations of Germany, France,
Britain, Sweden, Belgium, the Netherlands, Austria, Spain, Finland and Ireland, securities of extra
budgetary funds and federal government agencies of these countries and international financial
organisations and covered securities of German credit institutions. Growth under this item was due
to an increase in investments in foreign securities, caused by the expansion of foreign exchange re
serves.
As of January 1, 2008, 37.03% of the total of Foreign securities (35.65% in 2006) were Bank of
Russia investments in securities of the US mortgage agencies Federal Home Loan Banks, Federal
National Mortgage Association and Federal Home Loan Mortgage Corporation to the amount of
2,475,194 million rubles (1,006,731 million rubles in 2006), of which 83.94% had a maturity pe
riod of less than one year as of the reporting date. These agencies have the highest longterm AAA
credit rating and their coupon bonds the Bank of Russia had in its portfolio as of the reporting date
also had the highest AAA rating.
The increase in Balances in correspondent accounts and deposits placed with nonresident banks
is largely due to growth in gold and foreign exchange reserves.
The decrease in Funds placed with nonresidents under repo transactions is due to the reduction
in total funds provided by the Bank of Russia through opened securities purchase transactions with
an obligation to resell.
As of January 1, 2008, Funds placed with nonresidents under repo transactions included
173,960 million rubles (78,481 million rubles in 2006) in balances of Bank of Russia placements
with nonresidents, as a result of which the Bank of Russia received from the latter foreign securities
as collateral for these repo operations and at the same time raised funds from the same nonresidents
on the same terms and transferred to them other foreign securities from its portfolio as collateral for
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the funds raised. The nominal value of the foreign securities transferred by the Bank of Russia to non
residents in these repo transactions stood at 167,369 million rubles as of January 1, 2008 (78,345 mil
lion rubles in 2006) and it is accounted for in offbalance sheet accounts for securities transferred as
collateral for the loans taken (Note 25), while the corresponding balances of funds raised from non
residents through these repo transactions are accounted for as Nonresident bank funds raised through
repo transactions (Note 9). Average nonresident debt to the Bank of Russia and Bank of Russia
debt to nonresidents in these repo transactions in 2007 stood at 220,898 million rubles (256,839 mil
lion rubles in 2006). This debt has been calculated as the sum of the products of the funds received in
each transaction multiplied by the duration of the transaction in calendar days during the reporting
year and divided by the number of calendar days in the reporting year. The part of the carryover
transactions conducted in the reporting year was also included in the calculations. In 2007, the Bank
of Russia placed (raised) funds through these repo transactions totalling 4,040,954 million rubles
(3,836,766 million rubles in 2006). Income received by the Bank of Russia from placements made
with nonresidents through these repo transactions totalled 10,918 million rubles in 2007 (12,611 mil
lion rubles in 2006) and they were recorded to Interest income from foreign currency loans and
deposits (Note 13). Bank of Russia expenses involved in raising funds from nonresidents through
these repo transactions amounted to 10,401 million rubles in 2007 (12,391 million rubles in 2006)
and they were accounted for as Interest expenses on funds raised on international markets against
the collateral of foreign currencydenominated securities (Note 17).

5. LOANS AND DEPOSITS
(million rubles)
2007

2006

34,031

624

442

14,271

Other

3,596

3,687

Provisions

(960)

(11,068)

37,109

7,514

Loans extended to resident banks (in rubles)
Loans and deposits with resident banks (in foreign currency)

Total

Growth in Loans extended to resident banks (in rubles) is due to a significant rise in banking
sector demand for Bank of Russia Lombard loans and, beginning from October 2007, for loans se
cured by promissory notes, rights of claim under corporate loan agreements or bank guarantees, on
which debt stood at 32,535 million rubles as of January 1, 2008.
The decrease in Loans and deposits in resident banks (in foreign currency) is due to the settle
ment or partial repayment by credit institutions of their debt to the Bank of Russia and the change in
the official rate of the ruble against foreign currencies. A provision of 442 million rubles (10,322 mil
lion rubles in 2006) was created for this debt owed by credit institutions.
Provisions totalling 518 million rubles (746 million rubles in 2006) have been created for debt on
loans extended to resident banks (in rubles), other loans and deposits.
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6. SECURITIES
(million rubles)
2007

2006

241,440

191,905

235,595
5,845
—

44,363
26,001
121,541

124,069

80,709

67,673
50,874
5,522

79,706
1,003
—

Provisions

(12,737)

—

Subtotal

352,772

272,614

85,370

5,997

3,806

1,178

27

27

(27)

(27)

441,948

279,789

Russian government debt obligations
Federal loan bonds (OFZ),
of which:
— trading book
— bonds acquired under repo transactions
— investment portfolio
Russian government internal and external
foreign currencydenominated loan bonds,
of which:
— investment portfolio
— trading book
— bonds acquired under repo transactions

Shares issued by credit and other institutions
(Bank of Russia stakeholdings)
Other issuers’ debt obligations
Bank promissory notes acquired by the Bank of Russia
Provisions
Total

Securities in the Bank of Russia trading book are securities which the Bank of Russia intends to
trade on the securities market.
Securities in the Bank of Russia investment portfolio are securities which the Bank of Russia
intends to keep for an indefinite period of time.
Federal loan bonds (OFZ)
The Bank of Russia OFZ portfolio is the result of the 2003—2005 restructuring of government
securities under the federal budget laws for the corresponding financial year and OFZ purchase and
sale on the domestic securities market. The characteristics of the securities received as a result of the
restructuring comply with the requirements of federal laws and the agreements between the Finance
Ministry and the Bank of Russia.
As of January 1, 2008, the OFZ portfolio consists of the trading book and the securities acquired
with an obligation to resell (repo transactions).
In 2007, the Bank of Russia transferred to the trading book from the investment portfolio OFZ
bonds with a coupon income of 0% to 1.566%, a maturity from 2019 to 2029 and a total balance
sheet value of 121,541 million rubles, for their subsequent exchange for Finance Ministry marketable
securities and for trading on the open market.
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The Table below shows the structure of the OFZ trading book by coupon income and maturity as
of January 1, 2008.
(million rubles)
OFZ type

2007

2006

154,099

24,335

1.566% couponincome debt depreciation OFZ
due in 2029

23,873

—

7.25% couponincome debt depreciation OFZ
due in 2018

19,798

19,851

6.90% couponincome debt depreciation OFZ
due in 2036

15,460

—

9% couponincome debt depreciation OFZ
due in 2012—2021

15,089

—

8% couponincome debt depreciation OFZ
due in 2016

4,278

—

6.1% premanent couponincome OFZ
due in 2012

2,998

177

235,595

44,363

0% couponincome debt depreciation OFZ
due in 2019—2028

Total

The change in the balance sheet value of OFZ in the trading book is due to the transfer of govern
ment securities from the investment portfolio to the trading book, the purchase of OFZ with a coupon
income of 6.1% to 9% p.a. and due in the period from 2012 to 2036, the sale of OFZ on the securities
market and the revaluation of the trading book at market price. A provision will be made for unlisted
bonds in the trading book if their balance sheet value exceeds their possible selling price.
As of January 1, 2008, the trading book comprised OFZ bonds due from 2012 to 2036. Most of
them (65%) mature in 2019—2028 and have 0% coupon income.
As of January 1, 2007, the trading book comprised OFZ bonds due from 2012 to 2025 and most of
them (62%) are due in 2019—2025 and have 0% coupon income.
As of January 1, 2008, the balance sheet value of OFZ bonds acquired by the Bank of Russia through
repo transactions with residents with an obligation to resell stood at 5,845 million rubles. These bonds
are securities due in the period from 2008 to 2021 and have a coupon income of 0% to 9% p.a.
As of January 1, 2007, the balance sheet value of OFZ acquired by the Bank of Russia through
repo transactions with an obligation to resell stood at 26,001 million rubles. These bonds were secu
rities due in 2008—2036 and with a coupon income of 0% to 10% p.a.
Bank of Russia claims for the delivery of funds in the reverse part of repo transactions with resi
dents and obligations to sell OFZ bonds in the reverse part of repo transactions with residents are
recorded in offbalance sheet accounts and shown in Note 25.
Russian government internal and external foreign currencydenominated loan bonds
Russian government external foreign currencydenominated loan bonds (Russian eurobonds) are
US dollardenominated government securities issued by the Finance Ministry and traded on the inter
national market. They mature in the period from 2010 to 2030 and have a coupon income of 7.5% to
12.75% p.a.
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Russian government internal foreign currencydenominated loan bonds are US dollardenomi
nated government securities issued by the Finance Ministry, due in the period from 2008 to 2011
with a coupon income of 3% p.a.
The change in the balance sheet value of Russian government internal and external foreign cur
rencydenominated loan bonds is due to purchase by the Bank of Russia of Russian eurobonds for its
trading book, the redemption of the 1999 government foreign currency loan bonds (OGVZ), and the
redemption of Russian eurobonds in the investment portfolio and the US dollar depreciation against
the ruble.
As of January 1, 2008, the balance sheet value of Russian eurobonds acquired by the Bank of
Russia under repo transactions with an obligation to resell stood at 5,522 million rubles. These bonds
mature in 2030 and have a coupon income of 7.5% p.a.
Bank of Russia claims for the delivery of funds in the reverse part of repo transactions with resi
dents and obligations to sell Russian eurobonds in the reverse part of repo transactions with residents
are recorded in offbalance sheet accounts and shown in Note 25.
Provisions
For some OFZ issues transferred from the investment portfolio to the trading book provision was
made by the Bank of Russia of 12,737 million rubles (no such provision was made in 2006). It ac
counts for 20% of the excess of the balance sheet value of the bonds over their possible selling price in
accordance with the Bank of Russia provisioning procedure (Note 21).
Shares issued by credit and other institutions (Bank of Russia stakeholdings)
The structure of Bank of Russia investments in shares of credit and other institutions is shown
below.
(million rubles)
2007
2006
I n v e s t me n t
% share
I n v e s t me n t
% share
a mo u n t
i n aut hori sed
a mo u n t
i n aut hori sed
(at ac qui s i t i on
capi t al
(at ac qui s i t i on
capi t al
C o mp a n y n a me
pri ce)
(at par )
pri ce)
(at par )
Sberbank
84,004
57.58
4,563
60.57
Bank for International Settlements,
Basel
1,062
0.59
1,130
0.59
Moscow Interbank Currency Exchange
300
29.79
300
28.76
St Petersburg Currency Exchange
Society for Worldwide Interbank
Financial Telecommunications
(S.W.I.F.T.), Belgium
Total

3

8.90

3

8.90

0.579
85,370

0.006
—

0.559
5,997

0.006
—

The increase in Shares issued by credit and other institutions (Bank of Russia stakeholdings) is
due to the acquisition by the Bank of Russia of 892,601 Sberbank ordinary shares in the course of the
placement of an additional issue by Sberbank in 2007 for the purpose of augmenting its capital to a
level that would match the rate of expansion of its active operations. It should be noted, however,
that as the Bank of Russia did not purchase enough shares to keep its stakeholding in Sberbank un
changed, the Bank of Russia stake in Sberbank’s authorised capital contracted from 60.57% to 57.58%
in the year under review.
The expansion of the Bank of Russia stake in the authorised capital of MICEX was due to a reduc
tion of the exchange capital as a result of the redemption of the shares owned by MICEX. At the same
time, the Bank of Russia investment in the authorised capital of the exchange remained unchanged.
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Debt obligations of other issuers
As of January 1, 2008, through repo transactions with residents with an obligation to resell the
Bank of Russia acquired securities issued by regional governments and other Russian issuers and by
the European Bank for Reconstruction and Development, with a total balance sheet value of 3,806
million rubles, a maturity from 2008 to 2017 and coupon income of 0% to 13.80% p.a.
As of January 1, 2007, through repo transactions with residents with an obligation to resell the
Bank of Russia acquired securities issued by regional governments and other Russian issuers with a
total balance sheet value of 1,178 million rubles, a maturity from 2008 to 2015 and coupon income of
8.22% to 11% p.a.
Bank of Russia claims for the delivery of funds in the reverse part of repo transactions with resi
dents and obligations to sell debt securities of other issuers in the reverse part of repo transactions
with residents are recorded in offbalance sheet accounts and shown in Note 25.
Provisions for bank promissory notes acquired by the Bank of Russia
This item shows the provisions of 27 million rubles made for promissory notes of credit institutions
acquired by the Bank of Russia in 2001 under the terms and conditions of the amicable settlement
(the amount is unchanged from 2006).

7. OTHER ASSETS
(million rubles)
2007

2006

Buildings and other facilities

33,144

31,640

Equipment (including computers, IT and data processing systems,
furniture, transport vehicles, etc.)

29,473

29,019

Subtotal fixed assets

62,617

60,659

19,148

29,521

Till cash

5,838

4,409

Incomplete construction projects

5,270

5,135

Deferred expenses on securities

2,564

3,604

Settlements with CIS and Baltic banks

1,446

1,446

Bank of Russia funds transferred to agent banks for payments
to depositors of bankrupt banks

863

855

Settlements with suppliers, contractors and buyers

573

886

Profit tax advance payments

113

63

19

208

3,749

3,793

Provisions

(2,718)

(2,784)

Subtotal other assets

36,865

47,136

Total

99,482

107,795

Fixed assets (at residual value)

Bank of Russia interest claims

Bank of Russia correspondent accounts
Other
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The table below shows the movement of fixed assets:

(million rubles)
2007

2006

Balance as of January 1

96,937

88,525

Receipt

10,743

9,456

(1,913)

(1,044)

105,767

96,937

36,278

29,104

8,491

8,071

1

3

Accrued depreciation for retired fixed assets

(1,620)

(900)

Balance as of end of year

43,150

36,278

Fixed asset residual value as of end of year

62,617

60,659

Fixed asset value net of accrued depreciation

Retirement
Balance as of end of year
Accrued depreciation
Balance as of January 1
Depreciation deductions due to expenses (Note 23)
Depreciation deductions due to other sources

Fixed assets structure and value net of accrued depreciation:
(million rubles)
2007

2006

Buildings and other facilities

37,926

35,895

Computers, office equipment and furniture

32,721

29,053

Equipment

14,866

13,887

IT and data processing systems

14,841

13,363

Transport vehicles

2,476

2,229

Intangible assets

1,322

1,056

Other

1,615

1,454

Total

105,767

96,937

The increase in Buildings and other facilities is largely due to the reconstruction and construction
of Bank of Russia office buildings.
The increase in Computers, office equipment and furniture is due to the purchase of informa
tion technology and systems and devices designed to automate the storage and processing of data in
the Bank of Russia payment, accounting and information analysis systems, facilities designed to
protect banking information and security facilities and modernisation of Bank of Russia operations
support systems.
The increase in Equipment is due to the purchase of equipment to develop and upgrade failproof
electric power supply systems and mechanise cash processing, cash machines and other equipment.
The increase in IT and data processing systems is largely due to the purchase of telecommunica
tions and network equipment and modernisation and installation of additional IT systems to replace
obsolete equipment.
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The increase in Transport vehicles is mostly due to the purchase of specialpurpose transport ve
hicles to carry cash.
The increase in Intangible assets is due to the purchase of software products with Bank of Russia
exclusive title.
The increase in Other is primarily due to the purchase of production equipment and household
goods.
The decrease in Bank of Russia interest claims is largely due to the acceleration of maturity of
Bank of Russia deposits.
The increase in the balance of incomplete construction is mainly due to the development and up
grading of information analysis systems and banking information protection and security systems.
Deferred expenses on securities reflect deferred expenses, which are the difference between the
nominal value and the actual selling price of OBR.
Provisions were made for:
— debt under the 1992—1993 agreements with CIS and Baltic states in the amount of 1,446 million
rubles (unchanged from 2006);
— funds transferred to agent banks to effect compensation payments to depositors of bankrupt banks
in the amount of 863 million rubles (855 million rubles in 2006);
— other assets in the amount of 409 million rubles (483 million rubles in 2006).

8. CASH IN CIRCULATION
Growth in cash in circulation is due to the expansion of cash turnover.

9. FUNDS IN ACCOUNTS WITH THE BANK OF RUSSIA
(million rubles)
2007

2006

5,119,493

3,317,090

3,849,111

2,346,922

Credit institutions’ funds in correspondent accounts

806,954

639,953

Regional and local budget funds

324,166

211,649

Deposits taken by the Bank of Russia from credit institutions

270,268

98,091

Required reserves deposited with the Bank of Russia

221,620

221,071

Nonresident bank funds raised through repo transactions

173,960

78,481

Other

692,502

221,217

Federal government funds,
of which:
— Stabilisation Fund

Total

7,608,963 4,787,552

Significant growth in the balance of Federal government funds is due to the increase in federal
budget revenue, including the expansion of the Stabilisation Fund. Russian Government Resolution
No. 229, dated April 21, 2006, ‘On the Procedure for Managing the Stabilisation Fund of the Rus
sian Federation,’ stipulates that the Ministry of Finance manages the Stabilisation Fund by using
money from the Fund to acquire US dollars, euros and British pounds and placing them in accounts
opened with the Bank of Russia, and acquiring foreign government debt obligations (Note 17).
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Deposits taken by the Bank of Russia from credit institutions include the balances of funds raised
from resident credit institutions in rubles. The increase in these funds is due to the expansion of
banking sector deposit operations and the raising of Bank of Russia deposit interest rates.
Nonresident bank funds raised through repo transactions are the balances of Bank of Russia op
erations conducted to raise funds from nonresidents against the collateral of foreign securities in the
Bank of Russia portfolio while simultaneously placing funds with the same nonresidents on the same
terms against the collateral of other foreign securities received from them. The corresponding funds
placed by the Bank of Russia with nonresidents in these transactions are included in Funds placed
with nonresidents under repo transactions and as of January 1, 2008, they amounted to 173,960 mil
lion rubles (78,481 million rubles in 2006) (Note 4). The nominal value of these securities stood at
167,369 million rubles (78,345 million rubles in 2006) and it is recorded in offbalance sheet ac
counts that record securities transferred as collateral for loans (Note 25). Average nonresident debt
to the Bank of Russia and average Bank of Russia debt to nonresidents relating to these repos in
2007 stood at 220,898 million rubles (256,839 million rubles in 2006). This average debt is calcu
lated as the sum of the products of the funds received in each transaction multiplied by the duration of
the transaction in calendar days during the reporting year divided by the number of calendar days in
the reporting year. The parts of the carryover transactions that occurred in the reporting year were
also included in the calculation. The amount of the funds raised (placed) through these repo transac
tions in 2007 totalled 4,040,954 million rubles (3,836,766 million rubles in 2006). Bank of Russia
expenses on raising funds from nonresidents through these repo transactions amounted to 10,401 mil
lion rubles (12,391 million rubles in 2006) and they were included in Interest expenses on funds
raised against the collateral of foreign currencydenominated securities (Note 17). The correspond
ing income received by the Bank of Russia from placements made with nonresidents through these
repo transactions amounted to 10,918 million rubles in 2007 (12,611 million rubles in 2006) and
they were included in Interest income from foreign currency loans and deposits (Note 13).
The increase in the balance of Nonresident bank funds raised through repo transactions is due to
growth in funds raised by the Bank of Russia in open securities sales with an obligation to repurchase.
Other include the balances of accounts of government extrabudgetary funds and other Bank of
Russia customers. Their growth is mainly due to the increased balances in the accounts of federal
governmentowned nonprofit organisations, such as the Russian Nanotechnology Corporation and
the Municipal Services Reform Fund, and the accounts of the Pension Fund, the Social Insurance
Fund and regional compulsory medical insurance funds.
Pursuant to Article 23 of the Federal Law on the Central Bank of the Russian Federation (Bank of
Russia), the Bank of Russia conducts operations with federal budget funds, government extrabud
getary funds and regional and local budget funds without charging commission.

10. FLOAT
The decrease in Float was due to a reduction in the value of interregional electronic payments,
which had been completed by the Bank of Russia in the first working days of January 2008.
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11. OTHER LIABILITIES
(million rubles)
2007

2006

102,941

103,734

Supplementary pension provisions for Bank of Russia employees

62,125

51,660

Deferred income from lending operations

19,172

29,551

Deferred income from securities

8,611

8,670

Other

3,104

1,978

Total

195,953

195,593

Bank of Russia bonds

The balance of Bank of Russia bonds (OBR) is the nominal value of OBR placed by the Bank of
Russia on the domestic securities market.
Under the Federal Law on the Central Bank of the Russian Federation (Bank of Russia) the Bank
of Russia has the right to set up a supplementary pension fund for its employees. Payments under the
Bank of Russia pension plan are regulated by Bank of Russia instructions, which take into account
the fact that Bank of Russia employees are not covered by the guarantees which civil servants are
entitled to and that these are the internationally accepted practices of central banks. The amount of
funds allocated for supplementary pension payments to Bank of Russia employees is determined on
the basis of the actuarial evaluation conducted by a certified actuary. As of January 1, 2008, the Bank
of Russia increased the funds intended for supplementary pension payments by 7,038 million rubles
from the provision made for obligations to participants in the Bank of Russia Pension Plan in 2007
and recorded to Bank of Russia expenses (Note 21), and an additional amount of 3,740 million rubles
recorded to Bank of Russia expenses (Note 23).
Deferred income from lending operations is mostly interest the Bank of Russia is to receive for its
placements with nonresidents, which is not yet due as of the reporting date. The decrease in De
ferred income from lending operations is mostly due to the acceleration of maturity of the deposits
placed by the Bank of Russia. Bank of Russia interest claims are recorded as Other assets (Note 7).
Deferred income from securities mostly comprises deferred income from government securities
and the Finance Ministry’s other debts restructured under the 1999—2001 federal budget laws and
further restructured under the 2003—2005 federal budget laws.
Other mostly reflects the funds deposited by credit institutions to receive cash and accrued interest
on the sale of securities to nonresident banks with an obligation to repurchase.

12. REPORTING YEAR PROFIT
Reporting year profit is a balance sheet item that shows the Bank of Russia’s financial result for
2007.
The allocation of actual profit for the reporting year that remains after taxes and duties have been
paid under the Tax Code of the Russian Federation and transfers to the federal budget have been
made under Article 26 of the Federal Law on the Central Bank of the Russian Federation (Bank of
Russia), is shown in the Bank of Russia accounting records in 2008 (Note 27 and the Statement of
Profit and its Allocation).
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The main factors that affected the Bank of Russia financial result in 2007 are as follows:
— the increase in interest income, mostly due to growth in gold and foreign exchange reserves
(Note 13);
— the increase in income from securities trading, which is also due to growth in gold and foreign
exchange reserves and connected with the revaluation of government securities in the trading
book and purchase and sale of securities (Note 14);
— Bank of Russia interest expenses recorded to the balances of the Stabilisation Fund foreign cur
rency accounts (Note 17);
— Bank of Russia expenses on reimbursement of the negative unrealised exchange rate differences
from the revaluation of Bank of Russia foreign currency assets and liabilities by decision of the
Bank of Russia Board of Directors, caused mostly by the fall of the official exchange rate of the
dollar against the ruble in 2007 (Note 22).

13. INTEREST INCOME
(million rubles)
2007

2006

Interest income from foreign currency loans and deposits

262,318

147,734

Interest income from securities

127,869

52,728

343

31

Other

2,058

150

Total

392,588

200,643

Interest income from ruble loans extended to credit institutions

Interest income from foreign currency loans and deposits mostly reflects interest received from
Bank of Russia placements with nonresident banks, including interest received from placing funds
through repo transactions with foreign securities, which amounted to 124,044 million rubles
(69,614 million rubles in 2006). This item also includes interest income received by the Bank of
Russia from placements made with nonresidents through repo transactions, in which the Bank of
Russia received from nonresidents foreign securities as collateral for its placements and simulta
neously raised funds from the same nonresidents on the same terms and transferred to them other
foreign securities from its portfolio as collateral for the funds raised (Notes 4, 9 and 17). In 2007, this
income totalled 10,918 million rubles (12,611 million rubles in 2006). This item also comprises in
terest income from precious metal deposits to the amount of 774 million rubles (356 million rubles in
2006).
Interest income from securities includes interest received from foreign issuers’ debt obligations
acquired in the course of managing foreign exchange reserves, federal government debt obligations
and debt obligations of other issuers acquired through repo transactions with residents.
The increase in interest income from foreign currency loans and deposits and securities is due to a
growth in Bank of Russia gold and foreign exchange reserves (Note 4).
The increase in interest income from ruble loans extended to credit institutions is due to a growth
in Bank of Russia loans to the banking sector in the reporting year, including loans covered by prom
issory notes, claims under loan agreements with enterprises and bank guarantees.
Other mostly includes interest income from accounts opened with nonresident banks.
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14. INCOME FROM SECURITIES TRADING
(million rubles)
2007

2006

Income from operations with foreign securities

62,938

48,455

Income from operations with Russian debt obligations

41,129

9,267

104,067

57,722

Total

Income from operations with foreign securities comprises income received from the sale and re
demption of foreign securities.
Income from operations with Russian debt obligations includes income from the sale of federal
loan bonds by the Bank of Russia on the domestic securities market and the positive revaluation of
government securities in the trading book due to the increase in their market value, and also income
from repo transactions with Russian securities and sums previously accounted for as deferred income
and now recorded to income. The increase in income recorded under this item is mainly due to the
revaluation of government securities in the Bank of Russia trading book.

15. INCOME FROM OPERATIONS WITH PRECIOUS METALS
(million rubles)
2007

2006

Income from operations with precious metals

357

6,314

Total

357

6,314

Income from operations with precious metals includes income from the purchase and sale of pre
cious metals on the domestic and foreign markets. The decrease in income recorded under this item
was due to the contraction of the difference between the selling price and discount price of precious
metals as of the transaction date, which resulted from the fact that on January 1, 2007, the Bank of
Russia began to revalue the precious metal balances at discount prices and record the revaluation
results to capital accounts (Statement of Bank of Russia reserves and funds, Table Capital, funds
and profit allocation).
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16. OTHER INCOME
(million rubles)
2007

2006

1,764

1,403

Income from sale of coins made of precious metals

482

1,891

Income of past years discovered in reporting year

138

181

Fines and penalties received

26

27

Reimbursement of telegraph and other expenses by customers

11

11

Other

838

624

Total

3,259

4,137

Payment for settlement services provided by the Bank of Russia

Income from sale of coins made of precious metals reflects income from the sale on the domestic
and international market of Russian coins made of precious metals. The decrease under this item was
due to an increase in the price of precious metals delivered to the mints as feedstock on commission for
the production of coins and, consequently, contained in the coins produced, because on January 1,
2007, the Bank of Russia began to revalue the precious metal balances at discount prices and record
the revaluation results to capital accounts (Statement of Bank of Russia reserves and funds, Table
Capital, funds and profit allocation).

17. INTEREST EXPENSES
(million rubles)
2007

2006

151,893

22,988

Interest expenses on deposits taken from banks on domestic market

12,615

3,464

Interest expenses on funds raised on international markets
against the collateral of foreign currencydenominated securities

10,403

12,391

Other

56

247

Total

174,967

39,090

Interest expenses on Stabilisation Fund balances

Interest expenses on the Stabilisation Fund are due to the payment by the Bank of Russia of inter
est accrued on the balances of the Stabilisation Fund foreign currency accounts. Russian Federation
Government Resolution No. 229, dated April 21, 2006, ‘On the Procedure for Managing the
Stabilisation Fund of the Russian Federation,’ stipulated that the Ministry of Finance should manage
the Stabilisation Fund by using money from the Fund to acquire foreign exchange in US dollars, euros
and British pounds and place it in accounts opened with the Bank of Russia, and by acquiring foreign
government debt obligations (Note 9).
The increase in Interest expenses on Stabilisation Fund balances is due to a growth in balances of
Stabilisation Fund accounts and an increase in the market value of securities included in indices used
for calculation of interest expenses on the Stabilisation Fund.
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The increase in interest expenses on deposits taken from credit institutions is due to the expansion
of deposit operations and the rise in the Bank of Russia deposit interest rates on the domestic market,
including auction deposit interest rates.
Interest expenses on funds raised on international markets against the collateral of foreign cur
rencydenominated securities are interest paid by the Bank of Russia for raising nonresident funds
through transactions in which the Bank of Russia transferred foreign securities from its portfolio to
nonresidents as collateral for the funds raised, and simultaneously placed funds with the same non
residents on the same terms, and received from them other foreign securities as collateral for the
funds placed (Note 9). The decrease under this item is due to the reduction of interest rates on the US
money market and the contraction of the average annual volume of operations.

18. EXPENSES ON SECURITIES TRADING
(million rubles)
2007

2006

Expenses on operations with Russian debt obligations

21,802

11,970

Expenses on operations with foreign securities

15,238

4,754

Total

37,040

16,724

Expenses on operations with Russian debt obligations include expenses involved in the sale of
federal loan bonds (OFZ) by the Bank of Russia on the domestic securities market and the negative
revaluation of government securities in the trading book connected with the fall in their market value,
and also expenses involved in OBR placements (sales) with an obligation to repurchase on the basis
of the Bank of Russia irrevocable public offer and placements (sales) without the obligation to repur
chase, which totalled 19,557 million rubles in 2007 (10,770 million rubles in 2006).
Expenses on operations with foreign securities comprise Bank of Russia expenses involved in the
sale of foreign securities and the redemption of securities by foreign issuers. The increase under this
item is due to the expansion of foreign exchange reserve operations.

19. CASH TURNOVER MANAGEMENT EXPENSES
This balance sheet item includes expenses involved in the manufacture and destruction of banknotes
and coins, their protection against counterfeiting and the purchase and delivery of packaging materi
als and accessories necessary for the processing of cash.
Growth under this item is due to the growth in the production of banknotes and coins and the rise
in the cost of their production.

20. EXPENSES ON OPERATIONS WITH PRECIOUS METALS
(million rubles)
2007

2006

Expenses on operations with precious metals

1,351

104

Total

1,351

104
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This item includes the expenses on transportation, insurance and customs clearance of precious
metals taken out of Russia and the realised differences that arose from buying (selling) precious met
als on the domestic and foreign markets at prices higher (lower) than the Bank of Russia discount
prices.
The increase under this item is due to the rise in the price of precious metals resulting from the fact
that on January 1, 2007, the Bank of Russia began to revalue the precious metal balances at discount
prices and record the revaluation results to capital accounts (Statement of Bank of Russia reserves
and funds, Table Capital, funds and profit allocation).

21. NET EXPENSES ON PROVISIONS/INCOME FROM THE RECOVERY OF PROVISIONS
(million rubles)

Increase in provisions for securities
Increase in provisions for foreign exchange operations
Decrease in provisions for promissory notes acquired from
credit institutions and for credit institutions’ debt on other operations
Increase in provisions for Bank of Russia compensation payments
to depositors of bankrupt banks
Decrease (increase) in provisions for other active operations
Total

2007

2006

12,737

—

(10,103)

(1,926)

(74)

(79)

13

363

(3)

285

2,570

(1,357)

The increase in provisions for securities is due to the creation of provisions for individual federal
loan bond issues in the Bank of Russia trading book. The provision was created according to the Bank
of Russia provisioning procedure at 20% of the excess of the balance sheet value of the bonds over
their possible selling price (Note 6).
In 2007, the Bank of Russia made a provision of 7,038 million rubles (no such provision was made
in 2006) to secure its pension obligations as of December 31, 2007, according to the indicative fore
cast made by a certified actuary as part of the actuarial valuation report for 2006. In line with the
decision of its Board of Directors, the Bank of Russia used the provision to increase its supplementary
pension fund (Note 11). For the purposes of these financial statements, provision expenses have been
adjusted for this sum and shown in Note 23 Other operating expenses.
The decrease in provisions the Bank of Russia created earlier for foreign exchange operations is
due to the settlement or partial repayment of debt to the Bank of Russia owed by credit institutions
and the change in the official exchange rate of the ruble against foreign currencies.
The decrease in provisions for promissory notes acquired from credit institutions and for credit
institutions’ debt on other operations is due to the repayment of debt to the Bank of Russia by credit
institutions under the promissory note assignment agreements.
Provisions for Bank of Russia compensation payments to depositors of bankrupt banks were made
pursuant to the Federal Law on Bank of Russia Payments on Household Deposits with Bankrupt
Banks Uncovered by the Compulsory Deposit Insurance System, Bank of Russia provisioning regula
tions and Bank of Russia Board of Directors’ decisions.
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22. EXPENSES ON NEGATIVE REVALUATION OF FOREIGN CURRENCY
(million rubles)
2007

2006

Expenses on negative revaluation of foreign currency

165,740

88,624

Total

165,740

88,624

The accrued negative unrealised exchange rate differences in 2007 aggregated 165,740 million
rubles and by decision of the Bank of Russia Board of Directors they were reimbursed and recorded to
Bank of Russia expenses.
In 2006, the negative unrealised exchange rate differences aggregated 214,414 million rubles and
they were reimbursed at the expense of the previously accrued exchange rate differences of 125,790 mil
lion rubles recorded to Capital, while the remaining 88,624 million rubles were recorded to Bank of
Russia expenses.

23. OTHER OPERATING EXPENSES
(million rubles)
2007

2006

10,778

16,588

Depreciation deductions (Note 7)

8,491

8,071

Security expenses

2,891

2,679

Expenses on IT maintenance

2,869

2,490

Repair expenses

2,663

2,528

Expenses on delivery of bank documents and valuables

2,116

1,888

Expenses on maintenance of buildings

1,674

1,502

Taxes and duties paid

1,432

1,354

Postage, telegraph and telephone expenses and expenses
on renting communication lines and channels

1,065

1,111

Net realised exchange rate differences

704

52

Expenses on foreign exchange operations

191

91

Other

5,418

4,378

Total

40,292

42,732

Expenses on replenishment of supplementary pension funds

Additional funds were allocated to supplementary pension funds for Bank of Russia employees on
the basis of the actuarial valuation report on the Bank of Russia pension obligations as of December
31, 2007, and pension expenses for 2007, made by an outside certified actuary. As of January 1,
2008, the Bank of Russia added to its supplementary pension funds a provision of 7,038 million
rubles made in 2007 from Bank of Russia expenses to secure its obligations to the participants in the
Bank of Russia Pension Plan and 3,740 million rubles in Bank of Russia expenses (Notes 11 and 21).
For the purposes of these financial statements, the expenses on the provision for the Bank of Russia
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pension obligations as of December 31, 2007, according to the indicative forecast made by a certified
actuary as part of the actuarial valuation report for 2006, are shown in this Note as Expenses on
replenishment of supplementary pension funds.
Net realised exchange rate differences mainly reflect the expenses involved in the purchase and
sale of foreign currency by the Bank of Russia through transactions conducted on the domestic mar
ket as part of the monetary policy. Net negative realised exchange rate differences resulted from
exchange rate fluctuations on world financial markets.

24. PERSONNEL COSTS
For explanation, see the Statement of Bank of Russia Personnel Costs.

25. OFFBALANCE SHEET CLAIMS AND OBLIGATIONS ACCOUNTS
Claims and obligations on forward operations recorded in offbalance sheet accounts comprise:
(million rubles)

2007
C l a i ms
Claims for delivery of foreign currency
in spot transactions
Obligations to deliver foreign currency
in spot transactions
Claims for delivery of foreign currency

2006

Ob l i g a t i o n s

C l a i ms

Ob l i g a t i o n s

13,489

—

—

—

—
8,472

(13,434)
—

—
18,372

—
—

Obligations to deliver foreign currency

—

(5,690)

—

(15,325)

Obligations to deliver precious metals

—

(2,546)

—

(3,025)

Claims for delivery of securities

—

—

103,074

—

Obligations to deliver ruble funds
Claims for delivery of funds in reverse part
of repo transactions
Obligations to sell securities in reverse part
of repo transactions

—

—

—

(104,234)

15,227

—

27,716

—

—
104

(15,622)
—

—
1,836

(28,414)
—

(37,292) 150,998

(150,998)

Unrealised exchange rate differences
Total

37,292

The increase in Claims for delivery of foreign currency in spot transactions and Obligations to
deliver foreign currency in spot transactions is due to the conclusion of conversion spot transactions
on the international financial market.
The decrease in Claims for delivery of foreign currency, Obligations to deliver foreign currency
and Obligations to deliver precious metals is due to the reduction in the volume of conversion forward
transactions on the international financial market and precious metal forward transactions (options).
The decrease in Claims for delivery of securities and Obligations to deliver ruble funds is due to a
reduction in OBR sales with an obligation to repurchase and the absence of OBR placements with an
obligation to repurchase at the end of the reporting year.
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The decrease in Claims for delivery of funds in reverse part of repo transactions and Obligations
to sell securities in reverse part of repo transactions is due to the reduction in repo transaction vol
umes (the purchase of Russian and other debt instruments with an obligation to resell) on the domes
tic securities market at the end of the year.
Other claims and obligations recorded in offbalance sheet accounts comprise:
(million rubles)

Securities accepted as collateral for loans extended
Securities transferred as collateral for loans received
Guarantees and sureties received by the Bank of Russia

2007

2006

1,907,531

2,091,168

171,085

78,345

25,441

7,686

319

319

—

1

Open credit lines
Unused credit lines

Securities accepted as collateral for the loans extended are mostly foreign securities received by
the Bank of Russia through repo transactions with nonresidents and recorded in offbalance sheet
accounts at their nominal value. The corresponding funds placed with nonresidents in repo transac
tions are shown in Note 4. The decrease is due to a reduction in the overall volume of foreign securi
ties received by the Bank of Russia in open securities purchase transactions with an obligation to
resell conducted on international financial markets.
Securities transferred as collateral for loans received are foreign securities transferred by the Bank
of Russia in repo transactions with nonresidents and recorded in offbalance sheet accounts at their
nominal value.
Guarantees and sureties received by the Bank of Russia are the surety agreements accepted as
security for the loans extended.
At the request of the supervisory authorities of the United Kingdom and Singapore, the Bank of
Russia in 2005 confirmed for three years the validity of the letters of comfort (guarantees) issued to
them earlier in respect to the Londonbased Moscow Narodny Bank (VTB Bank Europe).

26. EFFECT OF GLOBAL FINANCIAL MARKET TURMOIL ON BANK OF RUSSIA
MANAGEMENT OF FOREIGN EXCHANGE RESERVES
The US mortgage market turmoil in 2007 increased the credit risks involved in the management of
foreign exchange reserves by the Bank of Russia. To control the credit risks involved in investing
foreign exchange reserves and bearing in mind the evolving situation, the Bank of Russia took the
following measures:
— lowered credit limits for Bank of Russia counterparties in operations on foreign markets;
— reduced the number of Bank of Russia counterparties in deposit operations on foreign markets;
— reduced maximum deposit maturity periods;
— reduced the maximum share of deposits in Bank of Russia reserves;
— reduced investments in securities of individual US federal mortgage agencies;
— shortened the list of US federal mortgage securities that may be included in reserves to a specified
term to redemption.
Consequently, during the reporting year the Bank of Russia took steps to reduce to a minimum the
adverse impact of world capital market instability on the value of its foreign exchange reserves and
keep them safe, liquid and profitable.

147

BANK OF RUSSIA

2007

ANNUAL REPORT

27. POSTACCOUNTING DATE EVENTS
The taxes and duties paid from profit for 2007 upon the final settlement for the accounting tax
period, the transfer to the federal budget and allocation of the actual profit for 2007 that remained
after the payment of taxes and duties under the Tax Code of the Russian Federation, and the transfers
to the federal budget under Article 26 of the Federal Law on the Central Bank of the Russian Federa
tion (Bank of Russia) are recorded in the Bank of Russia accounting records in 2008.
Taxes and duties paid from Bank of Russia profit for 2007 on March 27, 2008, upon the final
settlement totalled 2 million rubles (Statement of Profit and its Allocation, Table Capital, funds and
profit allocation).
Pursuant to Article 26 of the Federal Law on the Central Bank of the Russian Federation (Bank of
Russia), the Bank of Russia transferred 12,225 million rubles to the federal budget (Statement of
Profit and its Allocation, Table Capital, funds and profit allocation).
From the profit retained by the Bank of Russia, the Bank of Russia Board of Directors decided to
transfer 11,736 million rubles to the Reserve Fund and 489 million rubles to the Social Fund (State
ment of Profit and its Allocation, Statement of Bank of Russia Reserves and Funds, Table Capital,
funds and profit allocation).
The amendments made to Regulation No. 66P, approved by the Bank of Russia Board of Direc
tors and endorsed by the National Banking Board, which came into force on January 1, 2008, changed
the Bank of Russia accounting policy in respect to the evaluation of and accounting for securities and
accounting for income and expenses.
Due to the evaluation by the Bank of Russia of some OFZ issues in its trading book at current
(fair) value, 12,737 million rubles of provisions were recovered to income on March 31, 2008. These
securities were classified as available for sale and the yearend result of their positive revaluation is to
be recorded to Bank of Russia capital, whereas the result of their negative revaluation is to be re
corded to Bank of Russia expenses.
In compliance with Russian Government resolutions, the Bank of Russia executed bank account
agreements with the Federal Treasury, whereby the Bank of Russia opened foreign currency ac
counts for the Reserve Fund and the National Welfare Fund, to which the balances of the Stabilisation
Fund accounts were transferred on January 30, 2008. The Stabilisation Fund accounts were closed
on February 4, 2008.
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STATEMENT OF PROFIT AND ITS ALLOCATION
(million rubles)

1. Actual profit for the year
2. Taxes and duties paid from Bank of Russia profit under
the Tax Code of the Russian Federation, total:
of which:
— as advance payments in the reporting year
— upon the final settlement for the reporting year*
3. Profit after payment of taxes and duties under
the Tax Code of the Russian Federation
4. To be transferred to federal budget under Article 26
of the Federal Law on the Central Bank
of the Russian Federation (Bank of Russia)*
5. Retained profit, total*
of which:
— transferred to Reserve Fund
— transferred to Social Fund

2007

2006

24,565

39,197

115

70

113
2

63
7

24,450

39,127

12,225
12,225

19,564
19,563

11,736
489

18,780
783

Under Article 11 of the Federal Law on the Central Bank of the Russian Federation (Bank of
Russia), Bank of Russia profit for the year is determined as the difference between total income from
banking operations and transactions conducted under Article 46 of this Federal Law and the expenses
involved in the fulfilment by the Bank of Russia of the functions assigned to it by Article 4 of the same
law.
The Bank of Russia financial result for 2007 was mostly due to the continued rapid expansion of
gold and foreign exchange reserves, the further strengthening of the ruble and the banking sector
liquidity regulation operations conducted by the Bank of Russia as part of the monetary policy. In this
situation, growth in income from gold and foreign exchange reserve placements was accompanied by
a significant increase in the negative unrealised exchange rate differences from the revaluation of
Bank of Russia foreign currency assets and liabilities, which were reimbursed entirely from Bank of
Russia expenses due to the lack of accrued exchange rate differences. These factors and the increased
expenses involved in operations conducted by the Bank of Russia using the instruments of monetary
regulation, caused the reduction of Bank of Russia profit for the year as compared with Bank of
Russia profit for the previous reporting year.
Bank of Russia profit for the year is allocated in line with the procedure established by Article 26
of the Federal Law on the Central Bank of the Russian Federation (Bank of Russia), which stipulates
that after the Bank of Russia annual financial statements are approved by the Bank of Russia Board
of Directors, the Bank of Russia transfers to the federal budget 50% of its actual profit for the year
that remains after the payment of taxes and duties under the Tax Code of the Russian Federation.
Bank of Russia retained profit is transferred by its Board of Directors to various reserves and funds.

* Taxes and duties paid from reporting year profit under the Tax Code of the Russian Federation upon the final
settlement for the accounting tax period and the allocation of actual profit for the year that remains after the pay
ment of taxes and duties under the Tax Code of the Russian Federation are accounted for in the Bank of Russia
balance sheet in the current year (Note 27 Postaccounting date events).
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STATEMENT OF BANK OF RUSSIA RESERVES AND FUNDS
(million rubles)

Reserve
fund

Social
fund

Balance as of beginning
of the reporting year inclusive
of funds received due to allocation
of profit for the year preceding
the reporting year
88,156

4,503

Transferred to funds
from other sources

Growth
Accrued
precious in property
value after Other
metal
revaluation revaluation funds

—

7,965

359,731

Reserves and funds used

(1,386)

Total

95

100,719

3

359,734

(16)

(1,402)

Balance as of beginning of the
year following the reporting year

88,156

3,117

359,731

7,965

82

459,051

Transferred from reporting year
profit*

11,736

489

—

—

—

12,225

Total inclusive of funds received
due to allocation of reporting year
profit

99,892

3,606

359,731

7,965

82

471,276

Pursuant to Article 26 of the Federal Law on the Central Bank of the Russian Federation (Bank of
Russia), after the approval of its annual financial statements by the Board of Directors the Bank of
Russia transfers to reserves and various funds profit that remains at its disposal after the payment of
taxes and duties under the Tax Code of the Russian Federation. The procedure for allocating Bank of
Russia retained profit is established by the Bank of Russia Regulation on the Procedure for Allocating
Profit Retained by the Bank of Russia, approved by the National Banking Board on April 9, 2003.
Pursuant to the Bank of Russia Regulation on the Procedure for Creating and Using the Bank of
Russia Reserve Fund, the Bank of Russia forms the reserve fund with the objective of ensuring stabil
ity for the implementation of the functions assigned to it by law. The reserve fund is formed from
Bank of Russia profit. By decision of the Bank of Russia Board of Directors, the Bank of Russia may
also transfer to the reserve fund money from other funds and reserves that are part of Bank of Russia
equity capital.
In line with the procedure for allocating profit retained by the Bank of Russia and the decision of
the Bank of Russia Board of Directors, 11,736 million rubles were allocated to the reserve fund from
Bank of Russia retained profit for 2007 (18,780 million rubles in 2006).
The social fund was set up to provide for the social needs of Bank of Russia employees and, in some
cases, pensioners registered with the Bank of Russia.
Money from the Bank of Russia social fund, which is formed from Bank of Russia retained profit,
goes mainly to make oneoff payments to Bank of Russia employees to meet their social needs.
The procedure for creating and spending the social fund is established by the Bank of Russia Regu
lation on the Creation and Use of the Social Fund of the Central Bank of the Russian Federation.
* The allocation of actual profit for the year retained after the payment of taxes and duties under the Tax Code of
the Russian Federation and the transfers to the federal budget under Article 26 of the Federal Law on the Central
Bank of the Russian Federation (Bank of Russia) are recorded in the Bank of Russia accounting records in the
current year (Note 27 Postaccounting date events).
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In line with the procedure for allocating Bank of Russia retained profit and the decision of the
Bank of Russia Board of Directors, 489 million rubles, or 4% of Bank of Russia retained profit for
2007, were transferred to the social fund in 2007 (783 million rubles in 2006).
According to the decision of the Bank of Russia Board of Directors, starting from January 1, 2007,
precious metals are accounted for at discount price and revalued as the discount prices of precious
metals are set. The excess of the positive unrealised differences over the negative unrealised differ
ences in 2007 created an accrued precious metal revaluation of 359,731 million rubles, which was
recorded to the balance sheet account Accrued precious metal revaluation as part of Bank of Russia
capital.
The fixed asset revaluation fund is the increase in the value of property due to the revaluation of
fixed assets conducted in compliance with the Russian Government resolution in 1992, 1994, 1995,
1996 and 1998.
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STATEMENT OF BANK OF RUSSIA MANAGEMENT OF SECURITIES
AND STAKEHOLDINGS IN THE CAPITAL OF COMPANIES
CONSTITUTING BANK OF RUSSIA PROPERTY
BANK OF RUSSIA INVESTMENTS IN DEBT OBLIGATIONS AND PROMISSORY NOTES
(million rubles)
2007

2006

Foreign issuers’ foreign currency debt obligations,
of which:
USA and Canada debt obligations
— denominated in US dollars
— denominated in euros

3,634,160
3,630,562
3,598

1,550,267
1,546,769
3,498

EU debt obligations
— denominated in US dollars
— denominated in euros
— denominated in British pounds

2,970,215
63,552
2,344,150
562,513

1,242,092
30,237
826,088
385,767

80,443
30,679
49,764

31,541
9,603
21,938

Debt obligations issued by international organisations
— denominated in US dollars
— denominated in euros
Subtotal

6,684,818 2,823,900

Russian debt obligations and foreign debt obligations issued
in Russia, of which:
Federal government debt obligations
— denominated in rubles
— denominated in US dollars

365,509
241,440
124,069

272,614
191,905
80,709

Other Russian debt obligations
— denominated in rubles

2,345
2,345

1,178
1,178

Foreign debt obligations issued in Russia
— denominated in rubles

1,461
1,461

—
—

27

27

369,342

273,819

7,054,160

3,097,719

Credit institutions’ promissory notes
Subtotal
Total

Foreign securities are mostly US treasuries and government debt obligations issued by Germany,
France, Britain, Sweden, Belgium, the Netherlands, Austria, Spain, Finland and Ireland, debt secu
rities issued by extrabudgetary funds and federal agencies of these countries and international finan
cial organisations and covered securities of German credit institutions.
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Growth under this item was due to the increase in investments in foreign securities as a result of
the expansion of foreign exchange reserves.
In 2007, the Bank of Russia continued to actively use market instruments of monetary regulation.
Depending on the monetary situation on the domestic market, it either sterilised excess liquidity or
supplied liquidity to credit institutions, using for this purpose government securities, Bank of Russia
bonds and debt obligations of other issuers on the securities market. Specifically, the Bank of Russia
— bought government bonds for its trading book;
— sold government bonds from its trading book without an obligation to repurchase;
— bought securities with an obligation to resell for a term of 1 day and 7 days (repo operations);
— bought and sold Bank of Russia bonds placed with an obligation to repurchase by Bank of Russia
public irrevocable offer and placed without an obligation to repurchase.
Federal government debt obligations denominated in rubles are represented by federal loan bonds
(OFZ).
The Russian government debt obligations denominated in US dollars are the internal and external
foreign currency loan bonds.
The principal factor of growth in the balance recorded under this item is the purchase of Russian
government external foreign currency loan bonds on the domestic securities market and through repo
transactions with residents with an obligation to resell.
Debt obligations recorded as Other Russian debt obligations are rubledenominated bonds issued
by regional governments and other Russian issuers and acquired by the Bank of Russia through repo
transactions with residents with an obligation to resell.
Foreign debt obligations issued in Russia are bonds issued by the European Bank for Reconstruc
tion and Development and acquired by the Bank of Russia through repo transactions with residents
with an obligation to resell.
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BANK OF RUSSIA INVESTMENTS IN THE AUTHORISED CAPITAL
OF BANKS AND OTHER ORGANISATIONS
(million rubles)
2007

Title
Investments in resident shares,
of which:
Sberbank
Moscow Interbank Currency Exchange
(MICEX)
St Petersburg Currency Exchange
(SPCEX)
Investments in nonresident shares,
of which:
Bank for International Settlements, Basel
Society for Worldwide Interbank Financial
Telecommunications (S.W.I.F.T), Belgium

Balance sheet
value

2006

% share
in authorised
capital
(at par)

84,307

Balance sheet
value

% share
in authorised
capital
(at par)

4,866

84,004

57.58

4,563

60.57

300

29.79

300

28.76

3

8.90

3

8.90

1,063

1,131

1,062

0.59

1,130

0.59

0.579

0.006

0.559

0.006

Other investments in resident capital,
of which:
National Depository Centre (NDC),
a Moscowbased nonprofit partnership

25

Other investments,
of which:
Interstate Bank

10

25

10

25

49.00

25

49.00

10
50.00

10

50.00

The reduction of the Bank of Russia stake in the authorised capital of Sberbank is due to the
acquisition by the Bank of Russia of Sberbank ordinary shares of an additional issue in the amount
that was not enough to keep the Bank of Russia stake in Sberbank unchanged.
The expansion of the Bank of Russia stake in the authorised capital of MICEX is due to a reduction
in the capital of the exchange as a result of the redemption of shares owned by MICEX.
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STATEMENT OF BANK OF RUSSIA PERSONNEL COSTS
(million rubles)
Items of expenditure

2006

2007

35,437

29,732

Salary and other benefit accruals

5,835

5,344

Other benefits

3,548

2,358

44,820

37,434

Remuneration

Total Bank of Russia personnel costs

Bank of Russia personnel costs in 2007 increased by 7,386 million rubles, or 19.7% year on year;
of this, remuneration increased by 5,705 million rubles, or 19.2%, salary accruals — by 491 million
rubles, or 9.2%, and other employee benefits — by 1,190 million rubles, or 50.5%.
Remuneration expenses comprise: wages and salaries, seniority bonuses, hardship bonus payments
to employees working in the Extreme North and similar regions under the applicable legislation, other
bonus payments established by Bank of Russia regulations, annual paid leaves and study leaves, monthly
bonus payments, yearend bonus payments and other benefits.
Other benefits provided to Bank of Russia employees under the applicable legislation are as fol
lows: holiday and oneoff emergency allowances, compensation of holiday travel expenses to employ
ees working in the Extreme North and similar regions and nonworking members of their families;
compensation of travel expenses to employees working in the Extreme North and similar regions and
members of their families moving for permanent residence elsewhere upon the expiry of their labour
contract or due to retirement; benefits for employees living or working in regions affected by the
Chernobyl nuclear power plant disaster; benefits for employees taking leave to care after a child until
the age of three, and allowances for temporary disability due to disease or injury paid during the first
two days of disability.
The number of Bank of Russia employees decreased by 4,443, or 5.7%, in 2007 and as of January
1, 2008, it stood at 72,942. The staff cutback is chiefly due to the implementation of measures to
optimise the Bank of Russia structure, including the closure of 140 cash settlement centres.
The average monthly income of a Bank of Russia employee in 2007 was 44,441 rubles (35,459
rubles in 2006).
The average unified social tax rate was 16.3% in 2007 (17.8% in 2006). Deductions to the Social
Insurance Fund for compulsory social insurance against employment injury and occupational disease
were made at the established rate of 0.2%.
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STATEMENT OF CAPITAL INVESTMENT BUDGET PERFORMANCE
(million rubles)

Capital investment

Approved
for 2007

Actual
amount
in 2007

Actual
amount
in 2006

Capital investment

13,982

10,632

10,416

11,981

10,301

10,048

5,922

5,187

4,708

3,293

2,990

3,314

1,645

1,056

1,015

1,121

1,068

1,011

Capital investment in intangible assets

416

331

368

Centralised capital investment reserve

1,585

—

—

Other capital expenses

519

385

594

Total capital expenses

14,501

11,017

11,010

Capital investment in fixed assets,
of which:
— capital investment in information technology
— capital investment in construction (reconstruction)
and maintenance of Bank of Russia facilities
(except cash turnover management)
— capital investment relating to cash turnover
management
— capital investment relating to security
and protection of Bank of Russia facilities

Capital investment in information technology and construction (reconstruction) and maintenance
of Bank of Russia facilities account for the largest part of Bank of Russia capital investment (48.8%
and 28.1%, respectively). Capital investment related to cash turnover management and capital in
vestment related to security and the protection of Bank of Russia facilities account for 10.0% each,
and capital investment in intangible assets — for 3.1%.
Capital investment in information technology in 2007 increased by 479 million rubles, or 10.2%,
year on year and went to finance the maintenance of accounting operations systems; the transfer of
Bank of Russia regional branches to the collective data processing system; the upgrading of collective
data processing centres; the development of the automated banking electronic speed payment system;
security and information safety; the replacement of obsolete computer and office equipment and the
maintenance and modernisation of the Bank of Russia technical infrastructure.
Capital investment in construction (reconstruction) and maintenance of Bank of Russia facilities,
excluding cash turnover management, comprises expenditures on the construction (reconstruction)
of office buildings and other structures and the purchase of largesize appliances, equipment, furni
ture and transport vehicles. Compared to 2006, these expenses decreased by 324 million rubles, or
9.8%.
In 2007, the Bank of Russia financed 119 construction (reconstruction) projects, of which
24 projects were continued from the previous years, 47 were launched anew and 48 were in the
blueprint stage.
Largesize appliances, equipment and furniture were purchased to fit out capital repair projects,
replace expireddate equipment, appliances and furniture and install air conditioning and fire extin
guishing systems in the offices equipped with information and telecommunications systems.
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Capital investment related to cash turnover management in 2007 increased by 41 million rubles,
or 4.0%, and comprised expenses on the construction and reconstruction of money vaults and cash
centres (10 projects in all, of which four were continued from the previous years, two were launched
from scratch and four were in the blueprint stage), the replacement of obsolete banknote counting
and sorting machines, the purchase of facilities and equipment to automate cash operations and equip
valuables vaults with standard demountable equipment and specialpurpose transport vehicles, and
the construction of specialpurpose railway cars to carry reserves.
Capital investment related to security and the protection of Bank of Russia facilities increased by
57 million rubles, or 5.6%, in 2007 year on year, and went to replace expireddate fire alarm devices
and to develop new security and surveillance systems.
Capital investment in intangible assets decreased by 37 million rubles, or 10.1%, in 2007, as com
pared to 2006, and was used to buy and develop new software products for IT systems and to provide
security and safety of information that constitutes the intellectual property of the Bank of Russia.
Other capital expenses account for expenses to purchase software products (and the rights to use
them) unrelated to intangible assets to support Bank of Russia activities and licences, certificates and
permits with terms longer than one year.
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Closed JointStock Company
PricewaterhouseCoopers Audit
(ZAO PvK Audit)
115054, Moscow,
Kosmodamianskaya Embk. 52, Bld. 5
Telephone +7 (495) 967 6000,
Fax +7 (495) 967 6001

AUDITOR’S REPORT
on the Bank of Russia Annual Financial Statements as of January 1, 2008
To the Management of the Central Bank of the Russian Federation:
1. We have audited the attached Annual Financial Statements of the Central Bank of the Russian
Federation (hereinafter referred to as the Bank of Russia) for the period from January 1, 2007,
through December 31, 2007. Pursuant to Article 25 of Federal Law No. 86FZ, dated July 10,
2002, ‘On the Central Bank of the Russian Federation (Bank of Russia),’ the Bank of Russia
Annual Financial Statements denote: the annual balance sheet, profit and loss account, including
the statement of profit and its allocation, the statement of Bank of Russia reserves and funds, the
statement of Bank of Russia management of securities and stakeholdings in the capital of compa
nies constituting Bank of Russia property, the statement of Bank of Russia personnel costs and the
statement of capital investment budget performance (hereinafter all these statements are referred
to as the Annual Financial Statements). The Annual Financial Statements have been prepared by
Bank of Russia management on the basis of the accounting reports compiled in compliance with
the requirements of Russian Federation legislation and Bank of Russia regulations. The Annual
Financial Statements prepared on this basis differ significantly from the financial statements com
piled according to International Financial Reporting Standards, especially in respect to the evalu
ation of assets and capital and recognition of liabilities.
2. Responsibility for compiling and presenting the Annual Financial Statements is borne by Bank of
Russia management. Our duty is to express our opinion, based on the audit we have conducted,
regarding the credibility of these Annual Financial Statements in all material respects and compli
ance of the accounting procedure with the requirements of Russian Federation legislation and
Bank of Russia regulations in all material respects for the purposes of compiling the Annual Finan
cial Statements.

The company is an authorised user of PricewaterhouseCoopers name and trademark.
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3. We have conducted this audit in compliance with:
●

the Federal Law on Auditing;

●

the Federal Law on the Central Bank of the Russian Federation (Bank of Russia);

●

the Federal Audit Rules (Standards);

●

Bank of Russia regulations;

●

international audit standards.

We planned and conducted our audit in compliance with the requirements of Russian legislation
so as to be able to state with a fair degree of certainty that the Annual Financial Statements do not
contain any material distortions. Pursuant to Russian legislation, our audit has been conducted on
a selective basis and included an examination by testing proof that confirmed the numerical indi
cators and disclosure of information in the Annual Financial Statements about business activities
of the Bank of Russia, an assessment of compliance with the accounting principles and rules used
in preparing the Annual Financial Statements, an examination of the major estimated indicators
received by Bank of Russia management in the course of compiling the Annual Financial State
ments, and also an assessment of the general presentation of the Annual Financial Statements. We
believe that allowing for the limitation placed on the scope of our work, described in paragraph 4
below, the audit we have conducted in compliance with the requirements of Russian Federation
legislation gives us sufficient reason to express our opinion regarding the credibility of the Annual
Financial Statements in all material respects and the compliance of the accounting procedure with
the requirements of Russian Federation legislation and Bank of Russia regulations in all material
respects for the purposes of compiling the Annual Financial Statements.
4. The scope of our work and the auditor’s report were limited in respect to some balance sheet
accounts and operations and profit and loss account, access to which was restricted by the provi
sions of Russian Federation Law No. 54851, dated July 21, 1993, ‘On State Secrecy’ (with sub
sequent amendments). Under Article 25 of the Federal Law on the Central Bank of the Russian
Federation (Bank of Russia), the credibility of data cited below, which are included in the bal
ance sheet and profit and loss account as part of the Bank of Russia Annual Financial Statements
as of January 1, 2008, was confirmed by the Audit Chamber of the Russian Federation in its
Statement of April 29, 2008, on the Results of the Examination of the Accounts and Operations of
the Central Bank of the Russian Federation for 2007 Covered by Russian Federation Law No. 5485
1, Dated July 21, 1993, ‘On State Secrecy’.
These accounts and operations within the Bank of Russia Annual Financial Statements as of Janu
ary 1, 2008, comprise:
●

assets totalling 88,920 million rubles;

●

liabilities totalling 1,307 million rubles;

●

income totalling 668 million rubles;

●

expenses totalling 15,564 million rubles; and

●

precious metal revaluation (positive differences) totalling 71,978 million rubles.
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5. We believe that, leaving aside any adjustments that might have been necessary if there were no
limitations to the scope of our work indicated above in paragraph 4 of this auditor’s report, these
Bank of Russia Annual Financial Statements as of January 1, 2008, reflect truly and fairly in all
material respects the financial situation of the Bank of Russia as of January 1, 2008, and the
financial results of its activity for the period from January 1, 2007, through December 31, 2007,
pursuant to the Federal Law on the Central Bank of the Russian Federation (Bank of Russia), the
Federal Law on Accounting and Regulation No. 66P, dated January 1, 2006, on Accounting
Rules of the Central Bank of the Russian Federation (Bank of Russia).
May 13, 2008
Director of Closed JointStock Company
PricewaterhouseCoopers Audit

Y.V. Filippova

Auditor
(Certificate of Competence No. K 008368
issued on November 12, 2003, for an indefinite term)
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THE AUDIT CHAMBER OF THE RUSSIAN FEDERATION
119992, Moscow, GSP2, Zubovskaya St 2 Tel: 9860509, fax: 9860952
April 29, 2008

No. 0683/0603

S.M. Ignаtiev,
Chairman,
Central Bank of the
Russian Federation

STATEMENT
on the Results of the Examination of the Accounts and Operations of the Central Bank
of the Russian Federation for 2007 Covered by the Russian Federation State Secrecy Law
The Audit Chamber of the Russian Federation has examined the accounts and operations of the
Central Bank of the Russian Federation for 2007 covered by the Russian Federation State Secrecy
Law in line with the work schedule of the Audit Chamber of the Russian Federation for 2008 and
pursuant to Article 25 of the Federal Law on the Central Bank of the Russian Federation (Bank of
Russia).
Responsibility for compiling and presenting the annual financial statements and accounting re
ports is borne by the management of the Central Bank of the Russian Federation. The duty of the
Audit Chamber of the Russian Federation is to draw up a statement upon the examination of the
accounts and operations of the Central Bank of the Russian Federation covered by the Russian
Federation State Secrecy Law on the credibility in all material respects of these statements and the
compliance of the accounting procedure with Russian Federation legislation on the basis of this
examination.
Responsibility for including information in the category of data covered by the Russian Federation
State Secrecy Law and for dividing the authority of the Audit Chamber of the Russian Federation and
the Bank of Russia Auditor of the Bank of Russia Annual Financial Statements for 2007 is borne by
the management of the Central Bank of the Russian Federation.
The Audit Chamber of the Russian Federation conducted the examination of accounts and opera
tions of the Central Bank of the Russian Federation for 2007 covered by the Russian Federation State
Secrecy Law so as to become sufficiently convinced that the Bank of Russia consolidated annual bal
ance sheet (in respect to subaccounts and offbalance sheet accounts) as of January 1, 2008, con
solidated profit and loss account for 2007 and statements that are part of the Bank of Russia Annual
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Financial Statements for 2007 (in respect to the data that falls within the Audit Chamber compe
tence) do not contain any significant errors and duly reflect in all material respects Bank of Russia
assets and liabilities as of January 1, 2008, Bank of Russia income and expenses for 2007 in compli
ance with the Bank of Russia accounting policy.
Having examined the accounts and operations of the Central Bank of the Russian Federation for
2007 covered by the Russian Federation State Secrecy Law, the Audit Chamber of the Russian Fed
eration confirms (in respect to the data that falls within its competence) the following:
the Bank of Russia annual balance sheet as of January 1, 2008 (balance sheet assets totalling
88,920 million rubles and balance sheet liabilities totalling 1,307 million rubles), profit and loss
accounts for 2007 (income totalling 668 million rubles and expenses totalling 15,564 million rubles)
and other statements included in the Bank of Russia Annual Financial Statements for 2007;
the precious metal revaluation (positive differences) for the reporting year totalling 71,978 mil
lion rubles as of January 1, 2008;
the consolidated annual balance sheet as of January 1, 2008 (in respect to subaccounts and off
balance sheet accounts) and consolidated profit and loss account for 2007;
information on total Bank of Russia notes and coins of the 1997 issue (with the exception of coins
containing precious metals and issued to mark anniversaries and other occasions) which should be in
circulation as of January 1, 2008.
According to the accounting data of the Central Bank of the Russian Federation, a total of
4,124,236.3 million rubles of Bank of Russia notes and coins of the 1997 issue should be in circula
tion as of January 1, 2008 (with the exception of coins containing precious metals and issued to mark
anniversaries and other occasions).
In the period from January 1, 2007, through December 31, 2007, the Bank of Russia put into
circulation banknotes and coins (with the exception of coins containing precious metals and issued to
mark anniversaries and other occasions) totalling 5,513,563.8 million rubles’ worth and withdrew
from circulation Bank of Russia notes and coins (with the exception of coins containing precious
metals and issued to mark anniversaries and other occasions) totalling 4,455,638.3 million rubles’
worth.
Consequently, in the period under review the amount of Bank of Russia notes and coins (with the
exception of coins containing precious metals and issued to mark anniversaries and other occasions)
in circulation increased by 1,057,925.5 million rubles.
This Statement of the Audit Chamber of the Russian Federation on the results of the examination
of accounts and operations of the Central Bank of the Russian Federation for 2007 covered by the
Russian Federation State Secrecy Law has been approved by the Collegium of the Audit Chamber of
the Russian Federation (Protocol No. 17K (594) of April 25, 2008).
Auditor of the Audit Chamber
of the Russian Federation

V.P. Goreglyad
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IV.1. PRINCIPAL MEASURES TAKEN BY THE BANK OF RUSSIA
TO IMPLEMENT THE SINGLE STATE MONETARY POLICY IN 2007
MONETARY POLICY INSTRUMENTS AND MEASURES

R

EQUIRED RESERVES. For the purpose of
improving the legal basis for regulating
the required reserves and in connection
with the Bank of Russia decisions to change the
reserve requirements for credit institutions, the
Bank of Russia issued the following documents:
— Ordinance No. 1826U, dated May 14, 2007,
‘On Setting Bank of Russia Required Reserve
Ratios (Reserve Requirements)’;
— Ordinance No. 1827U, dated May 14, 2007,
‘On Amending Bank of Russia Regulation
No. 255P, Dated March 29, 2004, on the
Required Reserves of Credit Institutions’;
— Ordinance No. 1891U, dated October 10,
2007, ‘On Setting Bank of Russia Required
Reserve Ratios (Reserve Requirements)’;
— Ordinance No. 1951U, dated December 17,
2007,’On Amending Bank of Russia Regula
tion No. 255P, Dated March 29, 2004, on
the Required Reserves of Credit Institutions’.
INTEREST RATES. As of the beginning of 2007,
the Bank of Russia refinance rate on overnight
loans was 11.0% p.a. The Bank of Russia Board
of Directors cut this rate to 10.5% p.a. effective
from January 29, 2007, and to 10.0% p.a. effec
tive from June 19, 2007 (Bank of Russia Ordi
nance No. 1788U, dated January 26, 2007, and
Ordinance No. 1839U, dated June 18, 2007).
The Bank of Russia Board of Directors set the
following maximum deposit auction cutoff rates:
— 9.0% p.a. on 4week deposits;
— 10.0% p.a. on 3month deposits.

The minimum 2week Lombard loan auction
cutoff rate was set at 7% p.a.
The minimum repo auction cutoff rates were
set at:
— 6.0% p.a. for 1 day;
— 6.5% p.a. for 1 week;
— 9.0% p.a. for 3 months.
To expand the refinancing of the banking sys
tem, on November 28, 2007, the Bank of Russia
began to extend 1day Lombard loans at a fixed
interest rate of 8.0% p.a. and to conduct repo
transactions at the following fixed interest rates:
— 8.0% p.a. for 1 day;
— 7.0% p.a. for 1 week.
To contain growth in money supply, especially
high in the first half of 2007, by more actively
using liquidity absorption instruments, the Bank
of Russia raised fixed deposit interest rates on
operations conducted with credit institutions on
standard terms (on April 2 and August 14, 2007).
During the year these rates on deposits taken for
one business day (tomnext and spotnext depos
its) and demand deposits were raised from 2.25%
to 2.75% p.a. and 1week and spotweek depos
its from 2.75% to 3.25% p.a. The average
weighted interest rates on 4week and 3month
deposit operations conducted by the Bank of Rus
sia by auction also increased as compared with
2006.
To narrow the range of fluctuations in short
term market rates, on October 11, 2007, the Bank
of Russia cut the interest rates on 7day Lombard
loans and currency swaps from 10% to 8% p.a.
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REFINANCING OF CREDIT INSTITUTIONS. To up
grade the refinancing procedures and give credit
institutions broader opportunities to receive li
quidity, the Bank of Russia in 2007 drafted and
enforced the following regulatory documents:
— Regulation No. 312P, dated November 12,
2007, ‘On the Procedure for Extending As
setBacked Loans to Credit Institutions by the
Bank of Russia’;
— Ordinance No. 1904U, dated November 12,
2007, ‘On Bank of Russia Requirements for
the Accounting Indicators and Other Data on
Companies Due on Promissory Notes (Loan
Agreements) Provided by Credit Institutions
as Security for Bank of Russia Loans’;
— Ordinance No. 1882U, dated August 31,
2007, and Ordinance No. 1892U, dated Oc
tober 10, 2007, ‘On Amending Bank of Rus
sia Ordinance No. 1601U, Dated August 5,
2005, on the Terms and Conditions for Ex
tending by the Bank of Russia to Credit Insti
tutions Loans against the Collateral of Prom
issory Notes, Rights of Claim under Corporate
Loan Agreements and Bank Guarantees’;
— Ordinance No. 1883U, dated August 31,
2007, and Ordinance No. 1897U, dated No
vember 2, 2007, ‘On Amending Bank of Rus
sia Ordinance No. 1482U, Dated July 28,
2004, on the Securities Included in the Bank
of Russia Lombard List’;
— Bank of Russia Orders No. OD48, dated
January 29, 2007, No. OD275, dated Ap
ril 12, 2007, No. OD392, dated May 30,
2007, No. OD535, dated July 25, 2007,
No. OD619, dated August 24, 2007,
No. OD712, dated October 5, 2007, and
No. OD935, dated December 21, 2007,
‘On the Bank of Russia Adjustment Ratios’;
— Bank of Russia Letters No. 8T, dated Janu
ary 29, 2007, No. 49T, dated April 12, 2007,
No. 80T, dated June 8, 2007, No. 131T,
dated August 22, 2007, No. 145T, dated Sep
tember 13, 2007, No. 159T, dated Octo
ber 1, 2007, No. 175T, dated November 13,
2007, and No. 185T, dated November 29,
2007, ‘On Placing Securities on the Bank of
Russia Lombard List’;
— Bank of Russia Letter No. 109T, dated July
18, 2007, ‘On the Removal of Securities from
the Bank of Russia Lombard List’;

— Bank of Russia Order No. OD963, dated
December 29, 2007, ‘On the Approval of the
Form of Agreement on OvertheCounter
Repo Operations on the Domestic Overthe
Counter Market of the Russian Federation’,
and Bank of Russia Order No. OD962, dated
December 29, 2007, ‘On the Bank of Russia
Repo Operations with Credit Institutions on
the Domestic OvertheCounter Market’.
DEPOSIT OPERATIONS. To improve the regula
tion of the deposit operations it conducted with
resident credit institutions in rubles, the Bank of
Russia issued the following documents:
— Ordinance No. 1813U, dated March 30,
2007, ‘On Setting Fixed Interest Rates on
Deposit Operations’;
— Ordinance No. 1870U, dated July 23, 2007,
‘On Amending Bank of Russia Regulation
No. 203P, Dated November 5, 2002, on the
Procedure for Conducting Deposit Operations
with Credit Institutions in Rubles by the Cen
tral Bank of the Russian Federation’;
— Ordinance No. 1875U, dated August 13,
2007, ‘On Setting Fixed Interest Rates on
Deposit Operations’;
— Letter No. 100T, dated July 6, 2007, ‘On
Appointing Bank of Russia Regional Branches
and Organised Securities Market Clearing
Centres as Assignees’;
— Letter No. 101T, dated July 6, 2007, ‘On
Securing Deposit Transactions Conducted
through the MICEX Electronic Trading Sys
tem in Connection with the Change in the
Composition of the Organised Securities Mar
ket Clearing Centre Assignees’;
— Letter No. 05134/2875, dated July 6, 2007,
‘On the Form of the Supplementary Agree
ment to the Agreement on the Fulfilment by
the Organised Securities Market Clearing
Centre of the Functions of the Assignee for
Settlements in Deposit Transactions Con
cluded through the MICEX Electronic Trad
ing System’;
— Letter No. 121T, dated August 8, 2007, ‘On
the Form of the Supplementary Agreement to
the General Deposit Agreement’;
— Letter No. 122T, dated August 8, 2007, ‘On
Bringing the Effective General Deposit Agree
ments and General Agreements in Compliance
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with Bank of Russia Regulation No. 203P,
Dated November 5, 2002, as Amended’.
IMPROVING FINANCIAL MARKET PERFORMANCE.
In the course of enhancing the effectiveness of the
Russian financial market infrastructure and up
grading financial market instruments, the Bank of
Russia participated in the drafting of federal laws
‘On Exchanges and Organised Trading’, On Clear
ing Practices’, ‘On the Peculiarities of Securing
the Fulfilment of Financial Obligations’, ‘On the
Central Depository’ and ‘On Amendments to the
Federal Law on the Securities Market’.

ANNUAL REPORT

In collaboration with other government agen
cies the Bank of Russia took an active part in up
grading the legal regulation of the Russian finan
cial market. As a result, in 2007 Article 1062 of
the Civil Code of the Russian Federation was
amended to extend court protection to transac
tions with the financial derivatives; the terms ‘so
phisticated investor’ and ‘unsophisticated inves
tor’ were introduced into Russian law and the
specific features of the regulation of securities
placement and trading among sophisticated inves
tors, including information disclosure, were es
tablished.

RELATIONS WITH THE FEDERAL BUDGET AND GOVERNMENT NONBUDGETARY FUNDS

To

implement Federal Law No. 63FZ,
dated April 26, 2007, ‘On Amending
the Budget Code of the Russian Federa
tion in Respect to the Regulation of the Budget
Process and Bringing Certain Laws of the Rus
sian Federation in Compliance with the Budget
Law of the Russian Federation’, and pursuant to
the 2007 Federal Budget Law, in 2007 the Bank
of Russia issued:
— Ordinance No. 1900U, dated November 7,
2007, ‘On the Peculiarities of the Mainte
nance of the Federal Treasury Accounts in
the Event of the Transfer of the Right to the
Cash Execution of Regional and Municipal
Budgets to Regional Executive Power Struc
tures’;
— Letter No. 188T, dated November 30, 2007,
‘On the Conditions Included in the Supple
mentary Agreements to the Bank Account
Agreements Executed by the Bank of Russia
with Regional Federal Treasury Departments
in the Event of a Transfer to the Financial
Authority of the Right to the Cash Execution
of the Budget of the Region and the Budgets
of the Municipalities within this Region’;
— Letter No. 189T, dated December 3, 2007,
‘On Agreements on the Exchange of Electronic
Messages in the Course of Effecting Settle
ments through the Bank of Russia Settlement
Network in Case of Operations Conducted by
the Regional Executive Power Body with the

Federal Treasury Accounts to Record Regional
and Local Budget Funds’;
— Letters No. 08222/1589, dated April 20,
2007, and No. 08222/3109, dated June 23,
2007, which require Bank of Russia regional
branches to present data on the state of the re
gional and local budget accounts opened in Bank
of Russia institutions and credit institutions. The
results of the study have been reported to the
Ministry of Finance and the Federal Treasury;
— Ordinance No. 1829U, dated May 18, 2007,
‘On Presenting Information about Accounts
Opened for Federal Agencies, Financial Authori
ties and Recipients of Budget Funds in Bank of
Russia Institutions and Credit Institutions and
for Regional Federal Treasury Bodies’;
— Letter No. 19T, dated February 20, 2007, on
opening accounts for regional financial au
thorities in Bank of Russia institutions to
record the funds budgetfinanced institutions
receive on a temporary basis;
— Russian Federation Ministry of Finance and
Bank of Russia Regulation No. 115n,
No. 314P, dated November 26, 2007, ‘On
the Procedure for Completing Operations with
2007 Federal Budget Accounts Opened in
Bank of Russia Settlement Divisions and
Credit Institutions and their Branches’.
In addition, the Bank of Russia approved the
following documents issued by the Finance Min
istry in connection with the establishment of the
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Reserve Fund and the National Welfare Fund and
the closure of the Stabilisation Fund:
— Finance Ministry Order No. 5, dated January
16, 2008, ‘On the Approval of the List of For
eign Government Agencies Whose Debt Obli
gations the Reserve Fund Can Invest In’;
— Finance Ministry Order No. 5n, dated Janu
ary 15, 2008, ‘On the Approval of the Proce
dure for Calculating and Entering to Accounts
Interest on the Funds Placed on Reserve Fund
Accounts’;
— Finance Ministry Order No. 22, dated Janu
ary 24, 2008, ‘On the Approval of the List of
Foreign Government Agencies Whose Debt
Obligations the National Welfare Fund Can
Invest In’;
— Finance Ministry Order No. 12n, dated Janu
ary 24, 2008, ‘On the Approval of the Proce
dure for Calculating and Entering to Accounts
Interest on the Funds Placed on National
Welfare Fund Accounts’.
In connection with the coming into force of
Federal Law No. 269FZ, dated December 30,
2006, ‘On the Simplified Personal Income Decla
ration Procedure,’ the Bank of Russia jointly with
the Finance Ministry and the Federal Treasury sent
to the establishments accountable to them Letter
Nos. 030408/01/7, 427.115/5.269 and
20T, dated February 20, 2007, ‘On the Procedure
for Implementing Certain Provisions of Federal Law
No. 269FZ, Dated December 30, 2006, on the
Simplified Personal Income Declaration Proce
dure,’ which clarified the procedure for effecting
income declaration payments by individuals.
To regulate the management of some types of
budget revenues by the Bank of Russia, it issued
the following documents:
— Ordinance No. 1851U, dated July 3, 2007,
‘On Amending Bank of Russia Regulation
No. 300P, Dated December 25, 2006, on the
Procedure for Managing Certain Types of Bud
get Revenues by the Bank of Russia’;
— Letter No. 129T, dated August 17, 2007, on
the procedure for filling in the Manager’s No
tice to specify the type and source of certain
budget revenues managed by the Bank of
Russia;
— Letter No. 61T, dated May 3, 2007, ‘On
Implementing Measures to Identify Unidenti
fied Budget Revenues’;

— Letter No. 68T, dated May 10, 2007, on
sending to the Federal Treasury regional de
partments Bank of Russia Regulation
No. 300P, dated December 25, 2006, and
Bank of Russia Order No. OD122, dated
March 21, 2006, as amended;
— Joint Federal Treasury and Bank of Russia
Letter Nos. 427.115/5.273 and 21T,
dated February 22, 2007, which provided the
Federal Treasury regional departments and
Bank of Russia regional branches with a
sample agreement on cooperation between the
Federal Treasury regional departments and
the Bank of Russia, designed to facilitate the
management of certain types of budget rev
enues by the Bank of Russia;
— Letter No. 17T, dated February 16, 2007,
‘On Cooperation with the Federal Treasury
in Managing Budget Revenues’;
— Directive No. R566, dated July 13, 2007,
‘On Forecasting Certain Types of Federal Bud
get Revenues Managed by the Central Bank
of the Russian Federation’;
— Ordinance No. 1845U, dated June 27, 2007,
‘On Amending Bank of Russia Ordinance
No. 1398U, Dated March 22, 2004, on the
List, Forms, Rules and Procedure for Compil
ing and Presenting Statements by Bank of
Russia Divisions to the Central Bank of the
Russian Federation’, which introduced re
porting form 0409930 Report on federal
budget revenues managed by the Bank of
Russia, effective from July 1, 2007. Begin
ning from August 1, 2007, this reporting form
is sent monthly to the Audit Chamber of the
Russian Federation and quarterly to the Fed
eral Treasury.
To implement Federal Law No. 67FZ,
dated June 12, 2002, ‘On the Main Guaran
tees of the Electoral Rights and the Right of
Russian Federation Citizens to Participate in a
Referendum’ (as amended), the Bank of Rus
sia approved the following regulations issued
by the Central Election Commission of the Rus
sian Federation:
— the procedure for opening, maintaining and
closing special election accounts for the pur
pose of creating the election funds of political
parties and their regional branches in the
course of conducting campaigns to elect depu
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ties to the State Duma of the Federal Assem
bly of the Russian Federation, approved by
Central Election Commission Resolution
No. 4/255, dated April 18, 2007;
— the procedure for opening, maintaining and
closing special election accounts for the pur
pose of creating the election funds of candi
dates in the course of conducting campaigns
to elect the President of the Russian Federa
tion, approved by Central Election Commis
sion Resolution No. 6/525, dated May 3,
2007;
— the instruction on the procedure for opening
and maintaining accounts and for accounting
for and transferring funds allocated from the
federal budget of the Central Election Commis
sion to other election commissions or referen
dum commissions, approved by Central Elec
tion Commission Resolution No. 26/1965,
dated August 21, 2007.
The regulations issued by the Central Election
Commission have been sent to Bank of Russia re
gional branches.
Bank of Russia Letter No. 154T, dated Sep
tember 28, 2007, instructed Bank of Russia re
gional branches to open accounts for the elec
tion commissions in line with the established pro
cedure to ensure that they conduct operations
with the federal budget funds allocated to them
for the preparation and holding of the elections
of deputies to the State Duma of the Federal
Assembly of the Russian Federation of the fifth
convocation and the President of the Russian
Federation, and dispatch specialists upon request
from regional election commissions to work as
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members of the audit services attached to the
corresponding commissions.
Pursuant to the Federal Law on the 2007
Budget of the Federal Compulsory Medical Insur
ance Fund and Russian Federation Government
resolutions on the improvement of medical ser
vices provided to the public, the Bank of Russia
sent the following instructions to its regional
branches:
— Letter No. 43T, dated April 5, 2007, ‘On
Accounting for the Subsidies and Funds Pro
vided from the Federal Compulsory Medical
Insurance Fund to its Regional Branches and
Healthcare Institutions for the Supplementary
Medical Examination of the Population and
the Provision of First Aid Services’;
— Letter No. 83T, dated June 15, 2007, ‘On
Accounting for the Transfers from the Federal
Compulsory Medical Insurance Fund to
Healthcare Institutions for the Implementa
tion of the Government Assignment to Pro
vide Supplementary Medical Aid in 2007’;
— Letter No. 153T, dated September 28, 2007,
‘On Accounting for the Transfers Made from
the Federal Budget in 2007 to the Regional
Branches of the Federal Compulsory Medical
Insurance Fund for the Medical Examination
of Orphaned Children and Children Left with
out Parental Care at Inpatient Clinics and
Boarding Schools’;
— Letter No. 08222/2579, dated June 21, 2007,
‘On Accounting for Funds Transferred in 2007
to Finance the Implementation of the Pilot
Healthcare Improvement Project in the Con
stituent Territories of the Russian Federation’.

FOREIGN EXCHANGE REGULATION AND FOREIGN EXCHANGE CONTROL

E

xercising the powers given to it by Fed
eral Law No. 173FZ, dated December 10,
2003, ‘On Foreign Exchange Regulation
and Foreign Exchange Control,’ the Bank of
Russia in 2007 continued to ensure that the
authorised banks properly control the foreign ex
change operations conducted by their customers.
To this end, the Bank of Russia issued the fol
lowing regulatory documents:

— Ordinance No. 1868U, dated July 20, 2007,
‘On the Presentation to the Authorised Banks
by Resident Individuals of Documents Relat
ing to the Conduct of Individual Foreign Ex
change Operations’, which contained an ex
haustive list of documents that confirm kin
relations between people conducting foreign
exchange operations related to foreign cur
rency transfers by resident individuals from
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their accounts in the authorised banks to the
accounts of other resident individuals, spouses
or close relatives, opened in authorised banks
or banks outside Russia;
— Ordinance No. 1869U, dated July 20, 2007,
‘On Amending Bank of Russia Instruction
No. 117I, Dated June 15, 2004, on the Pro
cedure for Presenting Documents and Infor
mation by Residents and Nonresidents to
Authorised Banks when Conducting Foreign
Exchange Operations and the Procedure for
Accounting for Foreign Exchange Operations
and Filling in Operation IDs by Authorised
Banks’ which cancelled the requirement to
renew operation IDs opened earlier with an
authorised bank in case of a change in the
name of the authorised bank unrelated to its
reorganisation and a change in the name of
the authorised bank connected with its
reorganisation in the form of transformation
(change in the organisational structure and
legal status of the bank);
— Regulation No. 308P, dated July 20, 2007,
‘On the Procedure for Passing on Information
by the Authorised Banks on Violations of Fed
eral Foreign Exchange Legislation and Foreign
Exchange Regulation Authorities’ Rules and
Procedures by Individuals Conducting Foreign
Exchange Operations’ which set the procedure
for transmitting electronic messages to the for
eign exchange control authority and estab
lished the formats of these messages transmit
ted by authorised banks in the course of per

forming their functions of foreign control
agents regarding the violations by their cus
tomers of federal foreign exchange laws and
foreign exchange regulation authorities’ rules
and procedures;
— Ordinance No. 1950U, dated December 10,
2007, ‘On the Accounting Procedure for the
Foreign Exchange Operations Conducted by
Residents Other Than Credit Institutions and
Currency Exchanges’ which listed documents
that constitute foreign exchange operation
accounting forms for residents other than
credit institutions and currency exchanges.
To provide methodological assistance to its
regional branches in preparing and conducting
inspections of authorised banks, the Bank of Rus
sia issued Letter No. 67T, dated May 10, 2007,
‘On Methodological Recommendations on Inspec
tions Conducted for the Purpose of Verifying Com
pliance by Authorised Banks and their Branches
with the Procedure for Opening, Closing and
Managing Exchange Offices and the Procedure
for Conducting Individual Banking Operations
and other Transactions with Private Individuals
Involving Foreign Currency and the Russian Fed
eration Currency and Cheques, Including Trav
ellers’ Cheques, Whose Nominal Value is Ex
pressed in Foreign Currency’. This document also
contains recommendations on the verification of
compliance of foreign currency and cheque op
erations with the laws on the prevention of money
laundering and terrorist financing, especially in
respect to customer identification.
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IV.2. PRINCIPAL MEASURES TO UPGRADE BANKING REGULATION
AND SUPERVISION IN 2007

T

he Bank of Russia implemented principal
measures to upgrade banking regulation
and supervision in 2007 in line with the
Guidelines for the Single State Monetary Policy
in 2007, the Action Plan for the Russian Fed
eration Mediumterm Social and Economic De
velopment Programme (2006—2008) in the
field of banking, the Prioritised Action Plan for
the Implementation of the Russian Banking Sec
tor Development Strategy until 2008 and the
Russian Federation Government Lawmaking
Plan until 2008.

The prime objective of the Bank of Russia ac
tions aimed at upgrading banking regulation and
supervision was to encourage substantive risk
based policies. For this purpose, the Bank of Rus
sia took steps to further improve the regulatory
framework of decisionmaking relating to the state
registration of credit institutions, the licensing of
banking activities, the evaluation of banking risk
management and control, offsite supervision,
inspection, financial rehabilitation and liquida
tion of credit institutions and the prevention of
money laundering and terrorist financing.

LICENSING OF THE ACTIVITIES OF CREDIT INSTITUTIONS

In

2007, the Bank of Russia continued to
optimise the procedure for registering
credit institutions and licensing banking
activities. It amended its Instruction No. 109I,
dated January 14, 2004, ‘On the Bank of Russia
DecisionMaking Procedure Relating to the State
Registration of Credit Institutions and Licensing
of Banking Operations’ (hereinafter referred to
as Bank of Russia Instruction No. 109I) to
achieve the following objectives.
To encourage the expansion of banking ser
vices and make them more accessible to the pub
lic and businesses in all regions and to expand the
retail banking networks of credit institutions and
their branches, the Bank of Russia allowed credit
institutions to open a new kind of internal divi
sion, the operations office. It also provided for the
possibility of changing the status of a branch of a
credit institution for that of an internal division
in the course of optimising the regional network.
In this case, the branch of a credit institution con
verted into its internal division may keep its
branch correspondent subaccount for up to
180 calendar days from the moment the credit
institution notified the Bank of Russia regional
branch about the conversion. At the request of

credit institutions, in late 2007 the Bank of Rus
sia extended this time period to 360 calendar days
(Bank of Russia Ordinances No. 1794U, dated
February 21, 2007, and No. 1933U, dated No
vember 27, 2007).
To facilitate the capitalisation of credit insti
tutions, the Bank of Russia by its Instruction
No. 109I extended the list of nonpecuniary
properties that may be contributed to a credit
institution’s authorised capital by adding ATMs
and terminals used by credit institutions in con
ducting cash operations. It also specified the list
of documents a credit institution is required to
submit to a Bank of Russia regional branch when
selling additional shares to a wide range of
acquirers. At the same time, the Bank of Russia
set up a procedure for obtaining permission from
bank managers for making public their full names
and job titles in the Bank of Russia Bulletin and
on the Bank of Russia official website. It removed
the requirement for holding a joint shareholders’
meeting of the credit institutions that are to be
merged into a jointstock company due to the re
moval of this requirement from the Federal Law
on JointStock Companies (Bank of Russia Ordi
nance No. 1828U, dated May 14, 2007).
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Bank of Russia Instruction No. 130I, dated
February 21, 2007, ‘On the Procedure for Ob
taining Bank of Russia Preliminary Consent to
the Acquisition and (or) Receipt in Trust of
Shares (Stakes) in a Credit Institution’ (herein
after referred to as Instruction No. 130I) sim
plified the procedure for obtaining Bank of Rus
sia preliminary consent to the acquisition and (or)
receipt in trust by a person or group of persons of
more than 20% of shares (stakes) in a credit in
stitution. Specifically, Instruction No. 130I set
a limit on the amount of shares (stakes) acquired
in a credit institution which, if exceeded, requires
preliminary consent of the Bank of Russia; speci
fied the cases in which Bank of Russia prelimi
nary consent is considered received, and spelled
out the specific procedure for obtaining Bank of
Russia preliminary consent when shares in a
credit institution are acquired in trades organised
by a stock exchange or another trade organiser
on the securities market or by auction when the
price of the shares is established as a result of
public offering.
In connection with the changes made in Ar
ticle 61 of the Federal Law on the Central Bank
of the Russian Federation (Bank of Russia) and
Article 11 of the Federal Law on Banks and Bank
ing Activities, the Bank of Russia issued Ordi
nance No. 1810U, dated March 28, 2007, ‘On
Amending Bank of Russia Instruction No. 128I,
Dated March 10, 2006, on the Rules of Issue and
Registration of Securities by Credit Institutions
in the Russian Federation’ which set the require
ment that the Bank of Russia should be notified
about the acquisition and (or) receipt in trust
by a person or group of persons of more than 1%
of shares in a credit institution (Bank of Russia
Ordinance No. 1828U, dated May 14, 2007,
made similar changes to Bank of Russia Instruc
tion No. 109I). In addition, the Bank of Rus
sia specified the time period during which a
credit institution may place additional shares and
securities convertible into shares with individu
als who have no preemptive right, and estab
lished the procedure for presenting for state reg
istration a report on the results of the securities
issue (additional issue) and abstracts of share
purchasers’ personal accounts confirming the
receipt of investors’ funds in rubles and (or) for
eign currency.

Bank of Russia Regulation No. 307P, dated
July 20, 2007, ‘On the Procedure for Recording
and Presenting Data on Persons Affiliated with
Credit Institutions’ issued in connection with the
coming into force of the Federal Law on the Pro
tection of Competition to replace Bank of Russia
Regulation No. 227P, dated May 14, 2003, ‘On
the Procedure for Keeping and Providing Infor
mation on Persons Affiliated with Credit Institu
tions’ settled problems involved in the applica
tion of the new procedures for creating groups of
persons for the purpose of defining a group of per
sons to which a credit institution belongs and
drawing up a list of persons affiliated with a credit
institution.
Bank of Russia Ordinance No. 1790U, dated
January 26, 2007, ‘On Invalidating Certain Pro
visions of Bank of Russia Regulation No. 437,
Dated April 23, 1997, ‘On the Specifics of the
Registration of Credit Institutions with Foreign
Investments and on the Procedure for Obtaining
Bank of Russia Preliminary Permission to In
crease the Authorised Capital of a Registered
Credit Institution by Nonresident Funds’ issued
in connection with amendments made to Ar
ticle 18 of the Federal Law on Banks and Bank
ing Activities, lifted the requirement to obtain
Bank of Russia preliminary permission to in
crease the authorised capital of a credit institu
tion by nonresident funds and cancelled the pro
vision that stipulated that the minimum
authorised capital of a new subsidiary opened
by a foreign bank should be determined by Bank
of Russia regulations. Thus, the Bank of Russia
established equal conditions for the acquisition
of shares (stakes) in a credit institution by resi
dents and nonresidents for the purpose of in
creasing its authorised capital.
To speed up the process of putting into opera
tion of new internal divisions of credit institutions,
the Bank of Russia issued Ordinance No. 1863U,
dated July 11, 2007, ‘On Amending Bank of Rus
sia Regulation No. 271P, Dated June 9, 2005,
on Consideration of the Documents Submitted to
a Bank of Russia Regional Branch for Taking a
Decision on the State Registration of Credit In
stitutions, Issuing Banking Licences and Compil
ing Databases on Credit Institutions and their
Divisions’ which repealed the provisions that re
quired the examination of vaults and cash depart

171

BANK OF RUSSIA

2007

ments of internal divisions for the purpose of veri
fying their compliance with the Bank of Russia
requirements when Bank of Russia regional
branches took decisions on the opening of new or
relocation of existing internal divisions. Bank of
Russia Ordinance No. 1754U, dated Decem
ber 11, 2006, ‘On Amending Bank of Russia In
struction No. 109I, Dated January 14, 2004, on
the Bank of Russia Decisionmaking Procedure
Relating to the State Registration of Credit Insti
tutions and Licensing of Banking Operations’
which came into force on January 1, 2007, made
this examination a part of ongoing supervision
conducted after the internal division has already
become operational.
Bank of Russia Ordinance No. 1807U, dated
March 27, 2007, ‘On the Bank of Russia Deci
sionmaking Procedure in Respect to State Reg
istration of Changes Made to the Founding Docu
ments of a Bank and the Issue of Banking Licences
in Connection with the Receipt of the Bank’s
Request to Change its Status to That of a Non
bank Credit Institution’ established the procedure
for changing a bank’s status to that of a nonbank
credit institution in case of the bank’s voluntary
decision to do so and also in compliance with the
requirements of Article 20 of the Federal Law on
Banks and Banking Activities. The Ordinance also
stipulated that the change of a bank’s status to
that of a nonbank credit institution is only pos
sible if the bank is not liable to the revocation of
the banking licence (for the purpose of imple
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menting bankruptcyprevention measures) and if
there is no evidence that the bank will not be able
to observe the prudential standards after its sta
tus has been changed.
Bank of Russia Ordinance No. 1818U, dated
April 23, 2007, ‘On Amending Bank of Russia
Regulation No. 230P, Dated June 4, 2003, on
the Reorganisation of Credit Institutions in the
Form of Merger and Acquisition’ removed the
requirement for credit institutions that had been
established as jointstock companies and were
now being merged, to hold a joint shareholders’
meeting. It also stipulated that the merger or ac
quisition agreement and the protocol of the share
holders’ meeting of each credit institution being
reorganised should contain provisions (decisions)
required by the Federal Law on JointStock Com
panies and the Federal Law on Limited Liability
Companies.
In connection with the coming into effect on
January 1, 2008, of Federal Law No. 231FZ,
dated December 18, 2006, ‘On Putting into Ef
fect Part Four of the Civil Code of the Russian
Federation’ which required changing Article 7
and Article 10 of the Federal Law on Banks and
Banking Activities for the purpose of specifying
the contents of the full and abridged title of a
credit institution, the Bank of Russia amended
19 ordinances (Bank of Russia Ordinances
Nos. 1919U—1930U, dated November 26,
2007, and Nos. 1932U—1938U, dated Novem
ber 27, 2007).

MEASURES TO UPGRADE THE METHODOLOGIES OF ASSESSING,
MANAGING AND SUPERVISING BANKING RISKS

To

implement the provisions of Federal
Law No. 247FZ, dated December 29,
2006, ‘On Amending Article 50.36 and
Article 50.39 of the Federal Law on Insolvency
(Bankruptcy) of Credit Institutions and Article 72
of the Federal Law on the Central Bank of the
Russian Federation (Bank of Russia), the Bank
of Russia issued Ordinance No. 1793U, dated
February 20, 2007, ‘On Amending Bank of Rus
sia Regulation No. 215P, Dated February 10,
2003, on the Methodology for Determining the

Equity Capital of a Credit Institution’, which speci
fied and expanded the range of subordinated in
struments included in the equity capital calcula
tion. These amendments comply with international
banking and supervisory practices and facilitate the
capitalisation of the Russian banking sector.
To upgrade the methodology for calculating
the required ratios by credit institutions and to
improve supervision of their observance, the Bank
of Russia in 2007 introduced the following
changes:
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●

for the purpose of upgrading the required eq
uity capital adequacy ratio (N1):
— Bank of Russia Ordinance No. 1838U,
dated June 14, 2007, ‘On Amending Bank
of Russia Instruction No. 110I, Dated
January 16, 2004, on Banks’ Required
Ratios’ classified credit institutions’ invest
ments in federal government debt obliga
tions as riskfree assets (Asset Group 1);
— Bank of Russia Ordinance No. 1905U,
dated November 13, 2007, ‘On Amending
Bank of Russia Instruction No. 110I,
Dated January 16, 2004, on Banks’ Re
quired Ratios’ stipulated that a reduced
risk ratio of 20% should be applied to loan
claims secured by the collateral of Bank of
Russia bonds (Asset Group 3);
— Bank of Russia Ordinance No. 1831U,
dated June 1, 2007, ‘On Amending Bank
of Russia Instruction No. 112I, Dated
March 31, 2004, on the Required Ratios
for Credit Institutions Issuing Mortgage
Backed Bonds’ established for credit insti
tutions issuing mortgagebacked bonds the
same equity capital adequacy ratio (N1)
as for banks (previously it was 14%):
— 10% for banks with an equity capital of no
less than the ruble equivalent of 5 million
euros;
— 11% for banks with an equity capital of
less than the ruble equivalent of 5 million
euros.
This change became possible due to the amend
ment made to Federal Law No. 152FZ, dated
November 11, 2003, ‘On Mortgage Securities’
which stipulated that if the issuer of mortgage
backed bonds is declared insolvent (bankrupt),
mortgage should be excluded from its property
that constitutes bankruptcy assets. This amend
ment solved the problem of providing additional
protection to investors and precluded the use of
an indirect means of protecting investors such as
tightening the financial soundness requirements
for banks that issue mortgagebacked securities.
● for the purpose of upgrading the methods of
evaluating and controlling bank liquidity
(instant liquidity ratio N2 and current li
quidity ratio N3) and determining maximum
risk per borrower or group of related bor
rowers (N6 ratio):

— Bank of Russia Ordinance No. 1838U,
dated June 14, 2007, ‘On Amending Bank
of Russia Instruction No. 110I, Dated
January 16, 2004, on Banks’ Required
Ratios’ specified the assets that are classi
fied as highly liquid and liquid and added
to these assets the debt obligations of the
World Bank Group (International Bank
for Reconstruction and Development and
International Finance Corporation) and
the European Bank for Reconstruction and
Development, securities on the Bank of
Russia Lombard List and loans in the port
folio of homogeneous loans with a reserve
of no more than 20%;
— Bank of Russia Ordinance No. 1905U,
dated November 13, 2007, ‘On Amending
Bank of Russia Instruction No. 110I,
Dated January 16, 2004, on Banks’ Re
quired Ratios’ removed from the obliga
tions included in the calculation of instant
and current liquidity ratios bank obliga
tions to the Bank of Russia and (or)
counterparty banks secured by the collat
eral of highly liquid and liquid securities,
and specified the policies on including repo
transactions with highly liquid and liquid
securities in the calculation of the liquid
ity ratios. This Ordinance also stipulated
that the N6 ratio should not be calculated
for credit institutions that are members of
a banking group that incorporates the
creditor bank.
In connection with the introduction of a new
accounting procedure by Bank of Russia Regula
tion No. 302P, dated March 26, 2007, ‘On the
Accounting Rules in the Credit Institutions Incor
porated in the Russian Federation’ (hereinafter
referred to as Regulation No. 302P), including
the introduction from January 1, 2008, of the
accrual method of income and expense account
ing, the Bank of Russia made the following
amendments to its documents regulating credit,
market and currency risks and to the calculation
of the equity capital of credit institutions:
— Bank of Russia Regulation No. 313P, dated
November 14, 2007, ‘On the Procedure for
Calculating Market Risk by Credit Institu
tions’ established in connection with the in
troduction of the new accounting rules for se
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curities and forward transactions, the proce
dure for calculating market risk in respect to
the financial instruments that have a current
(fair) value, financial instruments denomi
nated in a foreign currency and (or) a pre
cious metal and forward transactions (futures
contracts);
— Bank of Russia Ordinance No. 1837U, dated
June 14, 2007, ‘On Amending Bank of Rus
sia Resolution No. 283P, Dated March 20,
2006, on the Loss Provisioning Procedure for
Credit Institutions’ set up the procedure for
making loss provisions for claims on interest
income from loans, which the bank consid
ers definite. In addition, it specified the pro
visioning procedure for forward transactions,
whereby no loss provisions are made for the
forward transactions concluded on organised
trading floors or for overthecounter for
ward transactions in which counterparties
effect/receive intermediate payments (varia
tion margin);
— Bank of Russia Ordinance No. 1832U, dated
June 1, 2007, ‘On Amending Bank of Russia
Instruction No. 124I, Dated July 15, 2005,
on Setting Limits on Open Currency Positions,
the Methodology for Calculating them and the
Specifics of Supervision over Compliance with
them by Credit Institutions’ specified the pro
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cedure for calculating the open currency posi
tions in regard to ruble positions, which de
pend on foreign currency exchange rate fluc
tuations and changes in the discount prices of
precious metals. In addition, it clarified the
procedure for calculating currency risk in re
spect to the offbalance sheet instruments
when the pledge accepted as collateral for the
funds placed is included in the calculation of
the open currency positions;
— Bank of Russia Ordinance No. 1940U, dated
November 28, 2007, ‘On Amending Bank of
Russia Regulation No. 215P, Dated Febru
ary 10, 2003, on the Methodology for Deter
mining the Equity Capital of Credit Institu
tions’ reinstated the principle of including in
the equity capital calculation the results of the
revaluation of securities, which was used be
fore Bank of Russia Regulation No. 302P
came into effect. Specifically, the positive re
sults of the revaluation of securities at their
current (fair) value, included in the sum total
of the sources of capital, and the negative ones,
which reduce the sum total of the sources of
capital, are taken account of in calculating eq
uity capital only inasmuch as they are the re
sult of the application of intrabank methodolo
gies that use average weighted prices in securi
ties trading on the organised securities market.

OFFSITE SUPERVISION

To

improve supervision, encourage credit
institutions to evaluate their condition
in substance rather than form and
implement riskbased supervision, the Bank of
Russia issued Regulation No. 310P, dated Sep
tember 7, 2007, ‘On the Curators of Credit In
stitutions’ which set up the procedure for appoint
ing employees of Bank of Russia regional branches
as curators of credit institutions and established
their duties, powers and responsibility and per
sonal and professional requirements to them.
Due to the changes in the accounting rules in
credit institutions (Bank of Russia Regulation
No. 302P) and in reporting forms and the pro
cedure for compiling and presenting them to the

Bank of Russia (Bank of Russia Ordinance
No. 1881U, dated August 31, 2007, ‘On Amend
ing Bank of Russia Ordinance No. 1376U, Dated
January 16, 2004, on the List, Forms and Proce
dure for Compiling and Presenting Reporting
Forms to the Central Bank of the Russian Fed
eration by Credit Institutions’) the Bank of Rus
sia specified:
— the procedure for compiling consolidated
statements, including the core principles of
compiling consolidated statements and their
structure, the methods of consolidating
statements and the procedure for including
data reported by individual group members
in the consolidated statements, the account
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ing policy principles of a group in respect to
compiling consolidated statements, and the
requirements for the presentation and con
tent of explanatory notes to consolidated
statements (Bank of Russia Ordinance
No. 1858U, dated July 9, 2007, ‘On
Amending Bank of Russia Regulation
No. 191P, Dated July 30, 2002, on Con
solidated Statements’;
— the procedure for recording indicators on
noncredit institutionsgroup members and
calculating individual consolidated statement
indicators for the group as a whole and for
its members, both credit and noncredit in
stitutions (Bank of Russia Ordinance
No. 1859U, dated July 9, 2007, ‘On Amend
ing Bank of Russia Regulation No. 246P,
Dated January 5, 2004, on the Procedure
for Compiling Consolidated Statements by
the Parent Credit Institution within a Ban
king/Consolidated Group’);
— the procedure for calculating the financial re
sult of a bank, used in calculating group prof
itability assessment indicators and the proce
dure for calculating individual group indica
tors, including the income structure, expense
structure, net interest margin and net credit
spread indicators (Bank of Russia Ordinance
No. 1861U, dated July 10, 2007, ‘On
Amending Bank of Russia Ordinance
No. 1379U, Dated January 16, 2004, on the
Assessment of Financial Soundness of a Bank
for the Purpose of Ascertaining its Adequacy
for Participation in the Deposit Insurance
System’).
To optimise the procedure for compiling state
ments by credit institutions, the Bank of Russia
issued Letter No. 192T, dated December 4,
2007, ‘On the Application of Individual Provi
sions of Bank of Russia Instruction No. 63, Dated
July 2, 1997, on the Procedure for Conducting
Trust Banking Operations and Accounting for
these Operations by Credit Institutions in the
Russian Federation,’ which repealed the require
ment for credit institutions to present to the Bank

of Russia information about the trust manager
credit institution.
To provide methodological aid to its regional
branches, the Bank of Russia issued the follow
ing documents:
— Letter No. 166T, dated October 19, 2007,
‘On the Methodology for Determining Costs
(Losses) Connected with Business Develop
ment’ which specified the structure of a bank’s
expenses that may be related to costs (losses)
connected with business development and may
not be taken account of in compiling the indi
cator ‘financial performance of a bank’ accord
ing to clause 5.2.1. of Bank of Russia Ordi
nance No. 1379U, dated January 16, 2004,
‘On the Assessment of Financial Soundness of
a Bank for the Purpose of Ascertaining its
Adequacy for Participation in the Deposit In
surance System’;
— Letter No. 147T, dated September 14, 2007,
‘On Handling Individual Appeals (Com
plaints) ‘;
— Letter No. 156T, dated October 1, 2007, ‘On
the Application of Bank of Russia Regulation
No. 254P, Dated March 26, 2004, and Fed
eral AntiMonopoly Service and Bank of Rus
sia Joint Letter No. IA7235/No.77T, Dated
May 26, 2005’ which set out the principles of
using sanctions against credit institutions for
failure to disclose the effective interest rate and
suggested the methodology for analysing credit
institutions’ activities on the consumer loan
market;
— Letter No. 228T, dated December 29, 2007,
‘On Consumer Lending’ (on the application
of Part 1 and paragraph four of Part 2 of Ar
ticle 10 of the Russian Federation Consumer
Protection Law);
— Letter No. 11T, dated February 7, 2007, ‘On
the List of Questions for the Assessment of
Corporate Governance by Credit Institutions’;
— Letter No. 173T, dated November 2, 2007,
‘On the Basel Committee Recommendations
on “Compliance and Compliance Function in
Banks”.’

175

BANK OF RUSSIA

2007

ANNUAL REPORT

MEASURES TO UPGRADE INSPECTION

To

improve the procedure for organising
and conducting inspections, the Bank of
Russia issued the following documents

in 2007:
— Ordinance No. 1814U, dated March 30,
2007, ‘On Amending Bank of Russia Instruc
tion No. 105I, Dated August 25, 2003, on
the Procedure for Conducting Inspections of
Credit Institutions and their Branches by
Authorised Representatives of the Central
Bank of the Russian Federation’;
— Ordinance No. 1815U, dated March 30,
2007, ‘On Amending Bank of Russia Instruc
tion No. 108I, Dated December 1, 2003, on
Organising Inspections by the Central Bank
of the Russian Federation (Bank of Russia)’;
— Ordinance No. 1819U, dated April 24, 2007,
‘On Amending Bank of Russia Instruction
No. 108I, Dated December 1, 2003, on
Organising Inspections by the Central Bank
of the Russian Federation (Bank of Russia) ‘;
— Ordinance No. 1820U, dated April 24, 2007,
‘On Amending Bank of Russia Ordinance
No. 1542U, Dated January 13, 2005, ‘On
the Specifics of Conducting Inspections of
Banks with the Participation of Deposit In
surance Agency Employees’.
To enhance the effectiveness of inspections,
the Bank of Russia sent out the following docu
ments to its regional branches:
— Official Clarification No. 33OR, dated De
cember 7, 2007, ‘On the Application of Cer
tain Clauses of Bank of Russia Instruction
No. 105I, Dated August 25, 2003, on the
Procedure for Conducting Inspections of
Credit Institutions and their Branches by
Authorised Representatives of the Central
Bank of the Russian Federation’;
— Letter No. 26T, dated March 23, 2007, ‘On
Methodological Recommendations on Con
ducting Inspections of the Banking Risk Man
agement System in a Credit Institution or a
Branch of a Credit Institution’;

— Letter No. 77T, dated June 1, 2007, ‘On
Methodological Recommendations on
Organising and Conducting Inspections of
Credibility of Accounting and Statements of a
Credit Institution or a Branch of a Credit In
stitution’;
— Letter No. 86T, dated June 27, 2007, ‘The
Recommended Sample Structure and Contents
of a Report of Inspections of a Credit Institu
tion or a Branch of a Credit Institution’;
— Letter No. 199T, dated December 10, 2007,
‘On Methodological Recommendations on In
spections Conducted to Verify Compliance
with the Required Reserve Ratios by Credit
Institutions’.
To improve the procedure for drafting, regis
tering and presenting organisational and executive
documents compiled in the course of organising and
conducting inspections of credit institutions and
their branches, the Bank of Russia issued:
— Letter No. 116T, dated August 3, 2007, ‘On
the Registration of Documents Relating to the
Organisation and Conduct of Inspections of
Credit Institutions and their Branches’;
— Letter No. 177T, dated November 14, 2007,
‘On Recommendations on Compiling and Pre
senting Electronic Documents (and their Cop
ies) Drawn up in the Course of Organising and
Conducting Inspections of Credit Institutions
and their Branches’;
— Administrative Department and Main Inspec
torate Joint Letter No. 101/2640, dated June
18, 2007, ‘On the Registration of Documents
on Inspections of Credit Institutions in the
Automated Record Keeping and Document
Turnover System of Regional Branches’;
— Main Inspectorate Letter No. 2537/1934,
dated November 19, 2007, ‘On the Cancella
tion of Bank of Russia Documents Regulating
the Compilation and Presentation of Electronic
Documents (and their Copies) Drawn up in the
Course of Organising and Conducting Inspec
tions of Credit Institutions and their Branches’.
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FINANCIAL REHABILITATION AND LIQUIDATION OF CREDIT INSTITUTIONS

B

ank of Russia Regulation No. 301P,
dated January 16, 2007, ‘On the Pro
cedure for Compiling and Presenting the
Interim Liquidation Balance Sheet and Liquida
tion Balance Sheet of a Credit Institution Being
Liquidated and Agreeing them with the Bank of
Russia Regional Branch,’ which replaced Bank
of Russia Regulation No. 125P, dated October
4, 2000, ‘On the Procedure for Compiling the
Interim Liquidation Balance Sheet and Liquida
tion Balance Sheet of a Credit Institution and
Agreeing them with Bank of Russia Regional
Branches’ set up the procedure for monitoring the
liquidation of a credit institution, including the
reporting of individual indicators that
characterise the liquidation process.
Bank of Russia Regulation No. 306P, dated
July 3, 2007, ‘On Bank of Russia Inspections of
Receivers and Liquidators of Credit Institutions’
issued to replace Bank of Russia Regulation
No. 132P, dated January 17, 2001, ‘On Bank
of Russia Inspections of Receivers and Liquida
tors of Bankrupt Credit Institutions’ established
the grounds and procedure for appointing and
conducting inspections of receivers (liquidators)
of credit institutions and described the measures
that may be taken as a result of the inspections.
The issue of Bank of Russia Regulation
No. 302P required amending Bank of Russia
Regulation No. 279P, dated November 9,
2005, ‘On the Provisional Administration of a
Credit Institution’, Bank of Russia Regulation
No. 301P, dated January 16, 2007, ‘On the
Procedure for Compiling and Presenting the In
terim Liquidation Balance Sheet and Liquidation
Balance Sheet of a Credit Institution Being Liq
uidated and Agreeing them with the Bank of Rus
sia Regional Branch’, Bank of Russia Ordinance
No. 1594U, dated July 14, 2005, ‘On the List,
Forms and Procedure for Compiling and Present
ing Statements by Credit Institutions Being Liq
uidated to the Central Bank of the Russian Fed
eration’ and Bank of Russia Ordinance
No. 1260U, dated March 24, 2003, ‘On the
Procedure for Matching the Authorised Capital
of a Credit Institution with its Equity Capital’
which excluded from the Chart of Accounts cer

tain financial performance accounts, changed the
titles of some balance sheet accounts and closed a
number of balance sheet accounts (Bank of Rus
sia Ordinances Nos. 1854U—1856U, dated
July 5, 2007, and No. 1867U, dated July 20,
2007). Bank of Russia Ordinance No. 1867U
also stipulated that the amounts by which the
authorised capital of a credit institution is reduced
may be used to cover the previous year’s loss or
the uncovered loss approved by the annual share
holders’ meeting or to increase the current year’s
income.
Bank of Russia Ordinance No. 1853U, dated
July 5, 2007, ‘On the Specifics of Conducting Settle
ment Operations by a Credit Institution after the
Revocation of the Banking Licence and on the Ac
counts Used by the Receiver (Liquidator and Liq
uidation Commission)’ set up the procedure for
implementing the provisions of the laws on the liq
uidation of credit institutions in respect to the use of
accounts by receivers, liquidators and liquidation
commissions and by the Deposit Insurance Agency
in the course of fulfilling its functions of receiver.
Bank of Russia Ordinance No. 1874U, dated
August 13, 2007, ‘On Dealing with Credit Institu
tions that Had their Banking Licences Revoked
(Cancelled) by Bank of Russia Regional Branches
and Settlement Divisions’ set up the procedure for
cooperation between Bank of Russia divisions and
credit institutions being liquidated, including the liq
uidation commissions, liquidators, receivers and
Deposit Insurance Agency representatives imple
menting liquidation procedures in credit institutions.
Bank of Russia Ordinance No. 1899U, dated
November 6, 2007, ‘On Amending Bank of Rus
sia Regulation No. 265P, Dated December 14,
2004, on the Accreditation of Arbitration Man
agers at the Bank of Russia as the Receivers of
Bankrupt Credit Institutions’ drafted in compli
ance with the requirements of the Federal Per
sonal Data Law, stipulated that the arbitration
managers who have applied for Bank of Russia
accreditation as receivers of bankrupt credit in
stitutions must give permission to the Bank of
Russia to process, publish in the Bank of Russia
Bulletin and post on the Bank of Russia official
website their personal data.
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MAINTAINING THE CENTRAL CATALOGUE OF CREDIT HISTORIES

In

Bank of Russia Ordinance No. 1821U,
dated April 25, 2007, ‘On the Procedure
for Filing Requests and Receiving Infor
mation from the Central Catalogue of Credit His
tories by a Credit History Maker through a Post
Office’, the Bank of Russia and the Ministry of
Information Technology and Communications of
the Russian Federation established the procedure
for filing requests and receiving information from
the Central Catalogue of Credit Histories (CCCH)
by credit history makers about the credit bureau
where their credit histories are kept through a
post office (telegraph office) without using the
credit history maker’s code.
Bank of Russia Ordinance No. 1860U, dated
July 9, 2007, ‘On Keeping the Credit Bureaus’

Databases in the Central Catalogue of Credit His
tories’ set up the procedure for receiving credit
histories by the CCCH from trade organisers and
credit bureaus, the rules on temporary storage in
the CCCH databases of liquidated and reorganised
credit bureaus and credit bureaus struck off the
state register under Part 10 of Article 15 of the
Federal Law on Credit Histories, the procedure for
passing on information from credit histories kept
in the CCCH to individuals in compliance with the
federal law, the procedure for transferring (retir
ing) credit histories to the organiser of trades (ten
der) for subsequent transfer to the credit bureau
that has won the trades (tender), and the proce
dure for cancelling credit histories upon the expiry
of their term of storage in the CCCH.

PREVENTING MONEY LAUNDERING AND TERRORIST FINANCING

In

2007, the Bank of Russia continued to
carry out the tasks and fulfil the func
tions assigned to it by Federal Law
No. 115FZ, dated August 7, 2001, ‘On Coun
tering the Legalisation (Laundering) of Crimi
nally Obtained Incomes and the Financing of Ter
rorism’ (hereinafter referred to as Federal Law
No. 115FZ). It paid special attention to the
elaboration of recommendations aimed at enhanc
ing the effectiveness of credit institutions’ efforts
to prevent money laundering and terrorist financ
ing and recommendations for regional branches
of the Bank of Russia on the inspection of credit
institutions in this area, and the use of informa
tion received from the Federal Financial Moni
toring Service (Rosfinmonitoring) for supervisory
purposes.
Specifically, the Bank of Russia issued the fol
lowing documents:
— Letter No. 1T, dated January 10, 2007, ‘On
Recommended Methodologies for Conducting
Inspections of Credit Institutions’ Activities
Aimed at Detecting, Recording and Present
ing to the Authorised Agency Information on
Cash Operations Subject to Mandatory Con

trol’ which describes the procedure for pre
paring and conducting such inspections by
Bank of Russia regional branches, lists the
data and documents that must be examined
and describes the methods of analysing and
assessing them;
— Letter No. 44T, dated April 5, 2007, ‘On the
Inspection of the Identification by Credit In
stitutions of Customers Serviced Using Elec
tronic Banking Technology’ which describes
how Bank of Russia regional branches should
establish facts of use of electronic banking,
including Internet banking, by credit institu
tions in servicing their customers and how they
should assess identification of customers un
der Federal Law No. 115FZ;
— Letter No. 51T, dated April 12, 2007, ‘On
the Use of Information Received from
Rosfinmonitoring’ which contains recommen
dations on the procedure for the use for su
pervisory purposes by regional branches of the
Bank of Russia of the information they receive
from Rosfinmonitoring on the observance by
credit institutions of the requirements of Fed
eral Law No. 115FZ;
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— Letter No. 69T, dated May 11, 2007, ‘On the
Statement by the Wolfsberg Group and the
Clearing House Association LLC’ which con
tains information on the joint statement by
these two institutions on payment message
standards designed to make crossborder elec
tronic transfers by financial institutions more
transparent;
— Letter No. 74T, dated May 18, 2007, ‘On
Suspect Operations Conducted through Cor
respondent Accounts of OAO RK Amanbank’
which contains recommendations for Bank of
Russia regional branches on the supervision
of credit institutions that have established cor
respondent relations with this nonresident
bank;
— Letter No. 79T, dated June 6, 2007, ‘On
Transferring Information to Rosfinmonito
ring’ which contains recommendations for
Bank of Russia regional branches on the pro
cedure for transferring to Rosfinmonitoring

information and documents it needs to fulfil
its functions;
— Letter No. 155T, dated September 28, 2007,
‘On Invalid Passports’ which informs Bank of
Russia regional branches and credit institu
tions that they can use information about in
valid passports, posted by the Federal Migra
tion Service on its official website, for the pur
poses of customer identification;
— Letter No. 170T, dated October 30, 2007,
‘On the Specific Procedure for Accepting for
Banking Servicing Nonresident Corporate
Entities that Are not Russian Taxpayers’
which gives recommendations to credit insti
tutions on how they should open and main
tain bank accounts for such customers;
— Letter No. 182T, dated November 26, 2007,
‘On Invalid Passports’ which deals with the
procedure for using information posted on
the official site of the Federal Migration
Service.

UPGRADING THE LEGISLATIVE FRAMEWORK OF OPERATION OF CREDIT INSTITUTIONS
AND BANKING REGULATION AND SUPERVISION AUTHORITIES

In

2007, the Bank of Russia took part in
drafting the following federal laws that
came into effect last year:
— Federal Law No. 248FZ, dated November 2,
2007, ‘On Amending Article 29 of the Fed
eral Law on Banks and Banking Activities’
which added a new clause to Article 29 of the
Law, stipulating that a bank cannot unilater
ally reduce the term of a deposit agreement
with an individual before the expiry of its
term, or cut the interest rate set in the agree
ment, or charge or increase the commission
for transactions, except for the cases estab
lished by the federal law;
— Federal Law No. 325FZ, dated December 4,
2007, ‘On Amending Article 36 of the Federal
Law on Banks and Banking Activities’ which
stipulated that a newly registered bank or a
bank registered less than two years ago may be
licensed to take household deposits on two con
ditions: 1) the authorised capital of a newly
registered bank or the equity capital of an op

erating bank is no less than the ruble equiva
lent of 100 million euros and 2) the bank com
plies with the Bank of Russia requirement to
disclose information about individuals who ex
ert directly or indirectly material influence on
the decisions taken by its management;
— Federal Law No. 82FZ, dated May 17, 2007,
‘On the Development Bank’ and Federal Law
No. 83FZ, dated May 17, 2007, ‘On Amend
ing Certain Laws of the Russian Federation in
Connection with the Adoption of the Federal
Law on the Development Bank’ which
amended the Federal Law on Banks and Bank
ing Activities, giving the Development Bank
the right to conduct banking operations un
der the Federal Law on the Development Bank
and stipulating that the Bank of Russia estab
lishes specific accounting rules for the Devel
opment Bank;
— Federal Law No. 214FZ, dated July 24,
2007, ‘On Amending Certain Laws of the
Russian Federation in Connection with the
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Adoption of the Federal Law on Amending the
Code of Criminal Procedure and the Federal
Law on the Prosecutor’s Office’ which
amended Article 26 of the Federal Law on
Banks and Banking Activities, stipulating that
a credit institution submits statements of op
erations and accounts of corporate entities,
unincorporated entrepreneurs and individuals
to the investigating authorities on the cases they
are investigating with the consent of the head
of the investigation department rather than the
prosecutor, as was the case before the amend
ments were made. In addition, the amendments
to Article 27 of the Federal Law on Banks and
Banking Activities stipulated that money and
other valuables of corporate entities and indi
viduals in accounts, on deposits and in safekeep
ing in a credit institution may be arrested by a
court of law, an arbitration court, a judge or
the investigating authority by a court ruling;
— Article 26 of the Federal Law on Banks and
Banking Activities was amended for the sec
ond time in 2007 in connection with the adop
tion of Federal Law No. 225FZ, dated Octo
ber 2, 2007, ‘On Amending Certain Laws of
the Russian Federation’, which, in turn, was
passed in connection with the adoption of the
new version of the Federal Law on Court En
forcement Action. This law extended the list
of persons and organisations to which a credit
institution should give statements of opera
tions and accounts of corporate entities, un
incorporated entrepreneurs and individuals by
adding to it court action and other enforce
ment authorities in cases established by the
laws that regulate their activities.
In 2007, the Bank of Russia took part in draft
ing federal laws relating to various spheres of ac
tivity of credit institutions:
— the Law on Consumer Lending, drafted by a
group of State Duma deputies;
— the Law on Consumer Loans, drafted by the
Finance Ministry;
— the Law on Amending Part 2 of the Civil Code
of the Russian Federation and the Federal Law
on Banks and Banking Activities (concerning
the early return of a deposit to a depositor by
a bank);
— the Law on Amending Article 13.1 of the Fed
eral Law on Banks and Banking Activities

—

—

—

—

—

—

—
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(concerning the settlement of relations be
tween a commercial enterprise other than a
credit institution and a person who provides
services or carries out work for which a fee is
charged under federal legislation (email ser
vices, housing and utility services);
the Law on Amending the Federal Law on In
solvency (Bankruptcy) of Credit Institutions
(concerning the legal regulation of the
securitisation of credit institutions’ assets,
framework agreements on the derivatives
market and investments in the general bank
management funds);
the Law on Amending the Federal Law on
Jointstock Companies and the Federal Law
on Limited Liability Companies, which
changed the procedure for merging jointstock
companies and limited liability companies;
the Law on Amending the Civil Code of the
Russian Federation, the Federal Law on Lim
ited Liability Companies and the Federal Law
on Jointstock Companies, which revised the
requirement that a share or stake in the
authorised capital of a limited liability com
pany should have a nominal value;
the Law on Amending the Federal Law on the
Securities Market, which settled some prob
lems relating to the regulation of securities
management;
the Law on Amending the Code of Administra
tive Offences of the Russian Federation, which
increased administrative responsibility for the
violation of federal laws on jointstock compa
nies, limited liability companies, the securities
market and investment funds, especially the
Federal Law on the Securities Market, as it
specified and described in detail the signs of
price manipulation on the securities market;
the Law on Amending Article 59 of Part One
of the Tax Code of the Russian Federation,
which made it possible to write off bad debt
that resulted from the writeoffs of funds from
taxpayers’ settlement accounts to tax pay
ments and which were not transferred to the
budget because of the lack of funds in the cor
respondent accounts of the banks that were
liquidated when the decision to recognise the
debt as bad was taken;
the Law on Amending Article 76 of Part One
of the Tax Code of the Russian Federation,
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—

—
—
—

—

—

—

—

—

—

—

which specified the procedures for suspend
ing operations with bank accounts of corpo
rations and unincorporated entrepreneurs;
the Law on Amending the Federal Law on In
solvency (Bankruptcy), which changed the
ranking of creditors;
the Law on Education Loans;
the Law on Building Societies;
the Law on Amending the Civil Code of the
Russian Federation and some other federal
laws, drafted to eliminate discrepancies in
these laws;
the Law on Amending Article 339 of the Civil
Code of the Russian Federation, which speci
fied the procedure for registering motor ve
hicle mortgage agreements;
the Law on Amending the Federal Law on
Banks and Banking Activities, which simpli
fied the procedure for reorganising credit in
stitutions, making them more transparent and
protecting the interests of the reorganised
credit institutions and their creditors;
the Law on Amending the Federal Law on the
Central Bank of the Russian Federation (Bank
of Russia), which legitimised the processing
of personal data of bank managers and other
persons by the Bank of Russia;
the Law on Amending the Federal Law on
Banks and Banking Activities, which made
some changes to the qualification requirements
for the managers of nonbank credit institu
tions;
the Law on Amending the Federal Law on
Banks and Banking Activities, which in
creased fivefold the minimum authorised
capital requirement for a newly registered
nonbank settlement credit institutions to 2.5
million euros;
the Law on Amending the Federal Law on
Banks and Banking Activities and the Federal
Law on the Central Bank of the Russian Fed
eration (Bank of Russia), which specified the
requirements for the executives and members
of the board of directors (supervisory board)
of credit institutions, granting to the Bank of
Russia the right to establish criteria of their
business reputation;
the Law on Amending the Federal Law on
Jointstock Companies, which specified the

procedure for disclosing information about the
ownership structure of jointstock companies;
— the Law on Amending Certain Federal Laws,
which revised, among other things, the restric
tions on the issue of bonds by credit institu
tions;
— the Law on Amending the Federal Law on the
Securities Market, which set the requirements
for the nominee holders of securities to dis
close to the Bank of Russia and credit institu
tions information about the persons in whose
interest they are holding these securities;
— the Law on Amending Article 25 and Article
27 of the Federal Law on the Securities Mar
ket, which is designed to simplify the issue of
securities and provides for the implementation
of additional measures to facilitate the
capitalisation of credit institutions and create
favourable conditions for the public offering
of shares by credit institutions;
— the Law on Amending the Federal Law on In
solvency (Bankruptcy) and the Federal Law
on Insolvency (Bankruptcy) of Credit Insti
tutions, which improved the procedure for dis
puting debtors’ transactions in the course of
bankruptcy proceedings and initiating vicari
ous liability proceedings against persons who
have or had the right to give binding instruc
tions to the debtor.
The Bank of Russia also examined the follow
ing draft concepts and terms of reference for draft
federal laws:
— the Law on Amending the Federal Law on
Banks and Banking Activities and the Federal
Law on the Central Bank of the Russian Fed
eration (Bank of Russia), which increased the
role and responsibility of the board of directors
(supervisory board) of a credit institution and
granted to the Bank of Russia the right to as
sess corporate governance in credit institutions;
— the Law on Amending the Civil Code of the
Russian Federation, the Federal Law on Joint
stock Companies and Other Federal Laws,
which specified the procedure for regulating
the structure and powers of the management
of jointstock companies;
— the draft development concept for Rossel
khozbank for the period until 2015;
— the Law on Microfinance Enterprises.
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Table 1
K E Y MA C R O E C O N O MI C I N D I C A T O R S
( i n c o mp a r a b l e p r i c e s , a s % o f p r e v i o u s y e a r )
Gross domestic product
of which:
agriculture, hunting and forestry
hydrocarbon production and mining
manufacturing
production and distribution of electric power, gas and water
construction
wholesale and retail trade, and other
transport and communications
GDP deflator index
Consumer price index (December on previous December)
Fixed capital investment
Retail trade turnover
Unemployment rate according to ILO methodology,
as % of economically active population, annual average

2005
106.4

2006
107.4

2007
108.1

101.1
100.5
106.0
101.2
110.5
109.4
106.2
119.2
110.9
110.9
112.8

103.6
101.6
102.9
104.7
111.6
114.6
109.6
115.7
109.0
116.7
114.1

103.1
100.3
107.4
98.1
116.4
112.9
107.7
113.5
111.9
121.1
115.9

7.6

7.2

6.1

2005
10.9

2006
9.0

2007
11.9

9.6

8.7

15.6

9.1
14.3
6.4
21.0

8.5
10.3
6.0
13.9

14.9
22.2
6.5
13.3

8.3

7.8

11.0

Table 2
C O N S U ME R P R I C E S B Y G R O U P O F G O O D S A N D S E R V I C E S
( g r o wt h , De c e mb e r a s % o f p r e v i o u s De c e mb e r )
Consumer prices, total
of which:
food prices
of which:
food prices exclusive of vegetable and fruit prices
vegetable and fruit prices
nonfood prices
paid services provided to the public
Prices of goods and services included in calculation
of core consumer price index (CCPI)

Note. Tables 1, 2 and 3 are based on Rosstat data as of May 6, 2008, and Bank of Russia calculations.
Tables 4 to 11 are based on Rosstat data as of May 6, 2008.
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Table 3
C O N S U ME R P R I C E I N F L A T I O N S T R U C T U R E

Headline inflation (December on December)
Inflation growth due to:
change in prices of goods and services included
in CCPI calculation
change in prices of goods and services not included
in CCPI calculation
of which:
change in vegetable and fruit prices
change in administered service and fuel prices

2006
growth
%
in percentage contribution
points
to growth
9.0
100.0

2007
growth
%
in percentage contribution
points
to growth
11.9
100.0

6.1

67.1

8.7

72.8

3.0

32.9

3.2

27.2

0.4
2.6

4.6
28.3

0.9
2.4

7.2
20.1

Table 4
G R O S S V A L U E A D D E D S T R U C T U R E B Y E C O N O M I C A C T I V I T Y I N B A S I C P R I C E S ( %)

Gross value added
of which:
agriculture, hunting and forestry
hydrocarbon production and mining
manufacturing
production and distribution of electric power, gas and water
construction
wholesale and retail trade, and other
transportation and communications
other activities

185

2005
100.0

2006
100.0

2007
100.0

5.1
11.0
18.6
3.3
5.3
19.2
10.1
27.4

4.7
10.9
17.8
3.2
5.2
20.2
9.7
28.3

4.4
10.1
18.5
3.0
5.7
20.2
9.2
28.9
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Table 5
S T R U C T U R E O F G D P C A L C U L A T E D B Y I N C O M E C O N S U M P T I O N M E T H O D I N C U R R E N T M A R K E T P R I C E S ( %)

GDP calculated by income consumption method
Expenditure on final consumption
of which:
household sector
government sector
nonprofit organisations providing services to households
Gross capital formation
of which:
gross fixed capital formation
(including net acquisition of valuables)
change in inventories
Net exports of goods and services

2005
100.0
66.2

2006
100.0
65.7

2007
100.0
66.5

49.0
16.6
0.6
20.1

48.1
17.1
0.6
21.4

48.2
17.8
0.5
24.7

17.8
2.3
13.7

18.6
2.9
12.8

21.2
3.5
8.8

Table 6

G D P C O N S U MP T I O N E L E ME N T S I N C O MP A R A B L E P R I C E S ( a s % o f p r e v i o u s y e a r )

Gross Domestic Product
of which:
expenditure on final consumption
by household sector
by government sector
by nonprofit organisations providing services to households
gross capital formation (including net acquisition of valuables)
net exports of goods and services

2005
106.4

2006
107.4

2007
108.1

108.8
111.8
101.3
81.4
109.5
88.1

108.9
111.2
102.5
99.8
118.3
84.4

110.6
112.8
105.0
99.3
122.6
71.9

2005
100.0

2006
100.0

2007
100.0

43.8
19.6
36.6

44.1
20.0
35.9

45.6
18.9
35.5

Table 7

G D P F O R M A T I O N S T R U C T U R E B Y S O U R C E O F I N C O M E ( %)

Gross Domestic Product
of which:
remuneration of hired workers (including unreported earnings)
net taxes on production and imports
gross profit and gross mixed incomes
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Table 8
B A L A N C E O F HO U S E HO L D MO N E Y I N C O ME A N D E X P E N S E S I N R U S S I A ( mi l l i o n r u b l e s )
2006
Money income
Wages and salaries
% share
Social allowances
% share
Income from entrepreneurial activities
% share
Income from property
% share
Other income
% share
Money expenses
— consumer expenses
— compulsory payments and contributions
Growth in savings and cash on hand,
purchase of foreign currency
— savings*
of which:
— deposits and securities
— foreign currency purchase
— cash on hand

17,289,937.8
11,236,996.8
65.0
2,080,397.9
12.0
1,915,107.7
11.1
1,720,654.6
10.0
336,780.8
1.9
13,740,495.7
11,927,464.9
1,813,030.8

2007
as % of 2006
21,223,532.3
122.8
14,939,973.5
133.0
70.4
2,317,789.7
111.4
10.9
2,118,305.0
110.6
10.0
1,423,131.3
82.7
6.7
424,332.8
126.0
2.0
17,453,425.8
127.0
14,792,389.9
124.0
2,661,035.9
146.8
2007

3,549,442.1
1,785,556.9

3,770,106.5
1,908,768.9

106.2
106.9

1,172,389.9
1,180,016.9
583,868.3

1,397,922.1
1,105,189.5
756,148.1

119.2
93.7
129.5

69.0
10.5
10.3

69.7
12.5
9.0

6.8
6.8
3.4
15,765,041.5

6.6
5.2
3.6
19,029,259.8

75.7
11.3

77.7
10.0

7.4
7.5
3.7
1.8

7.3
5.8
4.0
2.5

For the record:
% share of money income
— consumer expenses
— compulsory payments and contributions
— savings
of which:
— deposits and securities
— foreign currency purchase
— cash on hand
Disposable money income
% share of
— consumer expenses
— savings
of which:
— deposits and securities
— foreign currency purchase
— cash on hand
— remittances

120.7

* Savings include increase (decrease) in deposits, purchase of securities, change in accounts of selfemployed
entrepreneurs, change in debt on loans and purchase of real estate.

187

BANK OF RUSSIA

2007

ANNUAL REPORT

Table 9
D I F F E R E N T I A T I O N O F P O P U L A T I O N B Y I N C O ME
2005
14.9
0.406

Funds ratio, times*
Gini coefficient, units**

2006
16.0
0.416

2007
16.8
0.422

* The funds ratio is the ratio between the average income of the highestincome 10% of the population and the
lowestincome 10% of the population.
** The Gini coefficient (income concentration index) shows the extent to which the actual distribution of household
incomes deviates from the even distribution line. When income is distributed evenly, the Gini coefficient tends towards
zero; the greater the income differentiation of the population, the closer the Gini coefficient is to 1.
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Table 10

MA J O R F I N A N C I A L P E R F O R MA N C E I N D I C A T O R S O F L A R G E A N D ME D I U M S I Z E D E N T E R P R I S E S I N 2 0 0 7 ( a s % o f 2 0 0 6 )
Working assets

total

117.7
172.1
126.2
128.7
118.9
101.9
153.2
116.5
166.1

Receivables

of which:

135.0
130.3
123.4

shortterm
financial
investment
146.5
144.2
113.0

122.5
133.6
164.8
156.8
135.7
123.3

112.6
152.6
346.8
121.0
166.4
195.0

total

of which
overdue

total

of which
overdue

121.7
147.8
95.3

138.4
109.1
125.4

101.4
70.4
143.5

140.5
133.1
139.4

85.3
95.7
125.3

91.5
112.7
208.8
132.2
104.9
135.3

128.8
129.6
130.9
182.2
149.7
119.7

149.0
92.9
95.0
128.5
123.4
86.4

141.8
113.2
141.9
163.1
150.6
156.4

128.4
47.3
99.5
135.6
113.2
98.4

cash
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Total
Agriculture, hunting and forestry
Hydrocarbon production and mining
of which:
fuel and energy production
Manufacturing
Production and distribution of electric power, gas and water
Construction
Wholesale and retail trade, and other
Transport and communications

Net
financial
result

Payables

BANK OF RUSSIA

2007

ANNUAL REPORT

Table 11
P A Y M E N T S F O R P R O D U C E S H I P P E D ( WO R K P E R F O R M E D A N D S E R V I C E S P R O V I D E D )
B Y MA J O R T A X P A Y E R S A N D I N D U S T R I A L MO N O P O L I E S
2007
billion rubles
Value of produce shipped
of which:
paidfor produce
of which produce paid for with:
money
promissory notes
transfer of rights of claim on pecuniary obligations
netting of claims
barter arrangements
other kinds of settlement

190

structure
of payments,
%

16,837.0

As % of 2006
118.5

15,550.0

100.0

117.6

15,366.0
18.3
5.4
134.9
4.2
21.2

98.8
0.1
0.0
0.9
0.0
0.2

122.0
8.6
94.2
38.2
44.3
101.8

Table 12

R U S S I A ’ S ME R C HA N D I S E T R A D E
( a c c o r d i n g t o b a l a n c e o f p a y me n t s me t h o d o l o g y )
Billion US dollars
2004
2005

2002

2003

2006

Turnover
Exports
Imports
Balance

155.6
101.9
53.8
48.1

168.3
107.3
61.0
46.3

212.0
135.9
76.1
59.9

280.6
183.2
97.4
85.8

369.2
243.8
125.4
118.4

467.8
303.6
164.3
139.3

Turnover
Exports
Imports
Balance

127.3
86.6
40.7
45.9

139.7
90.9
48.8
42.1

175.6
114.6
61.0
53.6

230.5
153.0
77.5
75.5

313.8
210.2
103.5
106.7

400.4
260.2
140.2
119.9

Turnover
Exports
Imports
Balance

28.3
15.3
13.0
2.2

28.5
16.4
12.2
4.2

36.4
21.4
15.1
6.3

50.1
30.2
19.9
10.3

55.4
33.5
21.9
11.7

67.4
43.4
24.0
19.3

2007
2001
All countries
578.9
103.8
355.5
97.0
223.4
119.8
132.0
80.0
NonCIS countries
493.3
104.2
301.6
95.4
191.7
129.6
110.0
77.3
CIS countries
85.6
102.3
53.8
107.2
31.8
97.1
22.1
271.1

2002

As % of previous year
2003
2004
2005

2006

2007

108.1
105.3
113.4
96.3

126.0
126.7
124.8
129.2

132.4
134.8
128.0
143.4

131.6
133.1
128.8
137.9

126.7
124.5
131.0
117.7

123.7
117.1
136.0
94.8

109.7
105.0
119.9
91.8

125.6
126.0
124.9
127.2

131.3
133.5
127.0
140.9

136.1
137.4
133.6
141.3

127.6
123.7
135.4
112.4

123.2
115.9
136.7
91.7

100.8
107.2
93.2
189.5

127.7
130.4
124.1
148.7

137.5
141.4
131.9
164.2

110.7
111.1
110.1
113.0

121.6
129.3
109.8
166.0

127.0
124.1
132.1
114.1

Note. Total exports for 2003 in Tables 12, 13 and 15 include the value of crude oil exported in 2003 and cleared by customs in January 2004.
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2001

Table 13

C O MMO D I T Y S T R U C T U R E O F R U S S I A N E X P O R T S
( a c c o r d i n g t o c u s t o ms s t a t i s t i c a l me t h o d o l o g y )
2006
100
65.9

2007
100
64.8

2001
97
98

54.1

54.6

57.0

57.2

64.0

65.4

64.1

99

108

132

135

149

127

115

25.0
17.8
14.7
10.4
7.5
4.4

27.3
14.9
14.1
9.4
6.9
4.6

29.5
14.9
13.8
8.9
6.8
4.2

32.5
12.0
16.7
7.7
6.6
3.9

34.6
13.0
14.0
5.6
5.9
3.4

34.0
14.5
13.7
5.6
5.8
3.2

34.5
12.7
14.1
5.9
5.5
3.5

99
107
84
115
101
99

116
89
103
96
99
111

136
126
123
119
124
114

149
109
164
117
131
126

141
144
111
96
120
118

123
140
122
117
129
115

119
102
121
124
113
129

1.9
4.1
0.8
0.2
1.3

2.6
4.5
0.8
0.3
1.6

2.5
3.9
0.7
0.2
1.4

1.8
1.9
3.5
2.8
0.6
0.4
0.2
0.1
1.2
1.1
For the record:

1.8
2.6
0.3
0.1
1.0

2.6
1.9
0.3
0.1
1.3

117
83
98
85
87

148
116
111
117
129

122
109
107
124
117

96
122
118
107
113

137
107
86
93
117

122
114
100
111
125

165
88
96
91
140

100.0

106.7

134.5

301.2

352.6

181.7

241.5

Growth rates as % of previous year
2002 2003 2004 2005 2006
107
126
135
133
125
108
132
136
149
127

2007
117
115
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Structure, %
2003 2004 2005
100
100
100
57.6
57.8
64.8

2007

Total exports, billion US dollars
(Source: Federal Customs Service)

2002
100
55.2

BANK OF RUSSIA
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Total
Mineral products,
of which:
— fuel and energy products
of which:
— oil
— natural gas
Metals, metal products
Chemicals, rubber
Machinery, equipment, transport vehicles
Timber and pulpandpaper products
Foodstuffs, agricultural raw materials
(except textiles)
Gemstones, precious metals and articles made of them
Textiles, textile products, footwear
Leather, furs and articles made of them
Other goods

2001
100
54.7

Table 14

C O MMO D I T Y S T R U C T U R E O F R U S S I A N I MP O R T S
( a c c o r d i n g t o c u s t o ms s t a t i s t i c a l me t h o d o l o g y )

Total imports, billion US dollars
(Source: Federal Customs Service)

2002
100
36.3

Structure, %
2003 2004 2005
100
100
100
37.4
41.1
44.0

2006
100
47.7

2007
100
51.0

2001
124
134

22.0
18.2
7.2
5.5
4.0
4.1

22.5
16.7
6.3
5.3
4.2
3.7

21.0
16.8
7.2
4.8
4.2
3.8

17.7
16.5
7.5
3.7
3.3
3.1

15.7
15.8
7.5
4.0
2.9
2.4

13.8
13.8
7.9
4.3
2.7
2.3

125
126
110
115
130
80

113
101
97
106
114
101

116
124
141
114
125
125

115
124
141
118
119
142

126
136
127
111
114
99

124
134
140
152
121
109

128
126
153
157
134
142

2.5
0.5
0.1
4.4

2.2
0.4
0.1
4.5

2.3
0.4
0.1
4.3

2.2
1.6
0.3
0.3
0.2
0.3
4.5
3.6
For the record:

1.4
0.3
0.2
3.5

1.2
0.3
0.3
3.6

71
175
35
134

100
94
143
111

129
110
173
122

126
109
252
130

97
112
150
114

115
157
119
131

133
160
173
148

41.9

46.2

57.3

137.8

199.7

18.3
15.8
7.7
4.3
3.8
4.0

75.6

98.7

Growth rates as % of previous year
2002 2003 2004 2005 2006
110
124
132
131
140
118
128
145
140
151

2007
145
155
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Total
Machinery, equipment, transport vehicles
Foodstuffs and agricultural raw materials
(except textiles)
Chemicals, rubber
Metals, metal products
Textiles, textile products, footwear
Timber and pulpandpaper products
Mineral products,
of which:
— fuel and energy products
Leather, fur and articles made of them
Gemstones, precious metals and articles made of them
Other goods

2001
100
34.0

Table 15

R U S S I A ’ S E X P O R T S T O MA J O R T R A D I N G P A R T N E R S
( a c c o r d i n g t o c u s t o ms s t a t i s t i c a l me t h o d o l o g y )

14.6

14.7

15.3

16.2

8.3
6.3
85.4

8.0
6.7
85.3

8.3
7.0
84.7

9.0
7.2
83.8

36.7
15.1
33.6

35.4
15.3
34.6

35.3
14.4
35.0

58.7

57.6

56.6

46.0
55.3
14.8
12.4
23.0
18.8
For the record:
58.3
64.6

Growth rates as % of previous year
2002
2003
2004
2005
2006
107
126
135
133
125

2006
100

2007
100

2001
97

2007
117

13.5

14.0

14.9

106

107

131

143

111

130

124

7.1
6.4
86.5

8.0
6.0
86.0

9.2
5.7
85.1

—
—
96

102
114
106

132
130
125

146
140
133

106
117
138

139
119
124

134
111
116

56.6
11.8
17.6

55.8
12.0
17.3

100
97
91

103
108
110

126
119
128

176
139
88

160
111
110

128
119
116

115
119
115

66.6

65.6

96

105

124

139

147

128

115

Note. In Tables 15—17 and 31, from May 2004 the EU is represented by 25 member states and from January 2007 — by 27 member states; EurAsEC includes the Republic
of Uzbekistan since 2006.
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2003
100

2007

OECD countries

2002
100
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Total
of which:
CIS countries
of which:
EurAsEC countries
Other countries
NonCIS countries
of which:
EU countries
APEC countries
Other countries

Structure, %
2004
2005
100
100

2001
100

End

Total exports, billion US dollars
(Source: Federal Customs Service)

2002

2003

4.7
7.4
9.2
3.2
5.3
5.3
5.6
2.3
4.2
2.8
4.3
3.1
2.3
4.2
2.4
1.1

7.0
7.0
7.6
3.2
5.5
5.5
6.4
5.0
3.5
2.3
3.6
2.8
2.5
3.7
1.7
1.2

6.6
6.5
7.8
3.6
5.6
5.7
6.2
4.3
3.4
2.4
3.7
3.2
2.6
3.1
1.8
1.0

100.0

106.7

134.5

181.7

241.5

301.2

2007

2001

Growth rates as % of previous year
2002
2003
2004
2005
2006

2007

12.1
7.8
7.5
5.2
4.9
4.6
4.5
4.0
3.8
3.4
3.1
3.0
2.5
2.3
2.1
1.7

108
102
100
105
96
105
107
60
94
124
92
100
118
90
88
114

158
101
88
103
110
111
122
232
89
86
89
94
118
95
74
115

119
110
107
128
131
109
101
117
116
133
106
117
113
93
165
225

352.6

119
117
130
145
129
130
122
109
124
137
130
148
132
106
135
104

173
139
127
153
148
141
122
132
123
142
114
134
126
157
140
148

161
158
148
146
90
115
129
140
151
140
149
131
138
96
110
120

146
132
124
132
129
121
121
113
133
137
123
120
125
137
120
116
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The Netherlands
Italy
Germany
Turkey
Belarus
Ukraine
China
Switzerland
Poland
Kazakhstan
UK
Finland
France
USA
Japan
South Korea

Structure, %
2004
2005
2006
Major trading partners
8.4
10.2
11.9
6.7
7.9
8.3
7.3
8.2
8.1
4.1
4.5
4.7
6.2
4.2
4.3
5.9
5.1
5.0
5.6
5.4
5.2
4.2
4.5
4.0
3.1
3.6
3.8
2.6
2.7
3.0
3.1
3.5
3.5
3.2
3.2
3.1
2.4
2.5
2.5
3.6
2.6
2.9
1.9
1.5
1.5
1.1
1.0
0.9
For the record:

2001

Table 16

2002
100

26.7

22.0

22.9

23.5

19.2

16.2

14.9

97

91

129

135

107

118

133

14.7
12.0
73.3

13.2
8.8
78.0

13.1
9.8
77.1

13.4
10.1
76.5

9.3
9.9
80.8

8.9
7.3
83.8

7.7
7.2
85.1

—
—
138

98
81
117

124
137
123

135
135
131

90
130
138

134
103
145

125
143
147

36.9
18.5
17.9

39.7
19.1
19.2

38.7
19.8
18.6

44.0
28.5
11.3

43.7
31.8
9.6

138
142
132

119
113
119

121
129
120

146
144
85

134
155
118

139
156
144

144
162
123

56.7

59.5

58.7

43.0
44.2
21.5
25.6
12.0
11.0
For the record:
59.0
61.3

62.6

61.9

136

116

123

132

136

142

143

2007
100

2001
124

2007
145

ANNUAL REPORT

OECD countries

2001
100

2006
100

Growth rates as % of previous year
2002
2003
2004
2005
2006
110
124
132
131
140

2007
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Total
of which:
CIS countries
of which:
EurAsEC countries
Other countries
NonCIS countries
of which:
EU countries
APEC countries
Other countries

Structure, %
2003
2004
2005
100
100
100

BANK OF RUSSIA

R U S S I A ’ S I MP O R T S F R O M MA J O R T R A D I N G P A R T N E R S
( a c c o r d i n g t o c u s t o ms s t a t i s t i c a l me t h o d o l o g y )

End
2002

Germany
China
Ukraine
Japan
USA
Belarus
South Korea
Italy
France
UK
Finland
Poland
Kazakhstan
Turkey
The Netherlands
Switzerland

13.9
3.9
9.2
2.1
7.8
9.5
1.7
4.1
3.7
2.4
3.1
2.3
4.8
1.2
2.0
0.9

14.3
5.2
7.0
2.1
6.5
8.6
2.0
4.8
4.1
2.4
3.3
2.8
4.2
1.6
2.3
0.9

Total imports, billion US dollars
(Source: Federal Customs Service)

41.9

46.2

Structure, %
2004
2005
2006
Major trading partners
14.1
14.0
13.4
13.4
5.8
6.3
7.4
9.4
7.7
8.1
7.9
6.7
3.3
5.2
5.9
5.6
5.2
4.2
4.6
4.6
8.5
8.6
5.8
5.0
2.3
2.7
4.1
4.9
4.2
4.2
4.5
4.2
4.1
4.1
3.7
4.3
2.5
2.7
2.8
2.7
3.2
3.1
3.1
2.9
3.0
3.1
2.8
2.5
4.3
4.6
3.3
2.8
1.6
1.6
1.8
2.0
2.2
1.8
2.0
1.9
0.9
0.9
0.9
0.9
For the record:

2003

57.3

75.6

98.7

137.8

2007

2001

Growth rates as % of previous year
2002
2003
2004
2005
2006

2007

13.3
12.2
6.7
6.4
4.7
4.4
4.4
4.3
3.9
2.8
2.5
2.3
2.3
2.1
1.9
0.9

149
174
105
152
121
107
202
141
130
117
134
134
92
149
114
144

114
146
84
113
92
101
128
130
123
112
118
135
96
140
125
107

144
189
144
163
147
130
130
149
132
154
126
136
120
152
144
135

199.7

123
138
137
192
99
122
143
108
124
129
122
132
127
127
119
127

130
143
137
209
108
133
152
133
131
143
126
135
139
133
109
122

126
153
128
148
143
88
198
138
120
135
133
119
94
141
141
135

139
178
118
134
140
120
169
130
160
132
129
124
119
159
138
148
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2001

Table 17

RUSSIA’S FOREIGN TRADE IN SERVICES BY GROUP OF COUNTRIES IN 2006—2007 (million US dollars)
Turnover

Balance

2006

2007

39,347

44,839

59,182

rate of
growth,
%
132

2007

75,941

98,529

11,194

14,388

129

5,953

8,110

136

5,240

6,278

120

713

1,832

by 2.6 times

4,190
5,136

6,312
6,097

151
119

2,592
2,391

4,212
2,794

162
117

1,598
2,745

2,099
3,302

131
120

994
—353

2,113
—508

by 2.1 times
144

1,867
64,748

1,980
84,141

106
130

970
25,149

1,103
31,237

114
124

897
39,599

876
52,904

98
134

72
—14,450

227
—21,667

by 3.2 times
150

30,732
10,305
16,187

41,650
12,477
20,349

136
121
126

11,969
5,367
5,844

15,824
6,325
7,106

132
118
122

18,762
4,938
10,343

25,827
6,152
13,243

138
125
128

—6,793
429
—4,499

—10,003
172
—6,136

147
40
136

7,525

9,664

128

1,969

5,556

7,682

138

—3,588

—5,699

159

41,757

53,793

129

16,791

1,982
101
For the record:
20,718
123

24,966

33,075

132

—8,174

—12,357

151

2006

2007

31,102

2006

2007

—13,737 —19,834

rate of
growth,
%
144

ANNUAL REPORT

2006

2007

OECD countries

Imports
rate of
growth,
%
127
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Total
of which:
CIS countries
of which:
EurAsEC countries
Other countries
Services not allocated
by country
NonCIS countries
of which:
EU countries
APEC countries
Other countries
Services not allocated
by country

Exports
rate of
growth,
%
130

Table 18

S T R U C T U R E O F B A N K O F R U S S I A C U S T O ME R S O T HE R T HA N C R E D I T I N S T I T U T I O N S A N D N U MB E R O F A C C O U N T S O P E N E D F O R T HE M ( t h o u s a n d )
Number of customers
as of 1.01.2008 change over 2007
29.3
—7.1
1.0
—0.2
2.2
—0.8
20.5
—6.5
1.8
—0.3
3.8
0.7

as of 1.01.2007
83.2
33.0
5.9
35.6
4.4
4.3

Number of accounts
as of 1.01.2008 change over 2007
79.9
—3.3
37.1
4.1
6.0
0.1
28.5
—7.1
3.4
—1.0
4.9
0.6

199

Table 19

R U S S I A ’ S D O ME S T I C G O V E R N ME N T D E B T S T R U C T U R E A S O F J A N U A R Y 1 , 2 0 0 8 ( a t p a r , b i l l i o n r u b l e s )
Debt instruments
Debt depreciation federal loan bonds (OFZAD)
Permanent couponincome federal loan bonds (OFZPD)
Fixed couponincome federal loan bonds (OFZFD)
Other debt accounted for as part of domestic government debt
Total

Total within domestic government debt
807.6
288.4
51.4
153.7
1,301.1

Of these, traded on organised securities market
707.6
288.4
51.4
—
1,047.4

IV.3. STATISTICAL TABLES

Total
Federal Treasury
Regional and local budget executing bodies
Organisations financed from budgets of all levels
Government extrabudgetary funds
Other organisations

as of 1.01.2007
36.4
1.2
3.0
27.0
2.1
3.1

BANK OF RUSSIA

2007
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Table 20
F I N A N C E MI N I S T R Y D E B T T O T HE B A N K O F R U S S I A A S O F J A N U A R Y 1 , 2 0 0 8 ( mi l l i o n r u b l e s ) *

Russian government debt obligations
of which:
— OFZAD and OFZPD received as a result of the restructuring of Bank of Russiaowned
OFZPK, OFZPD and OFZAD and acquired by the Bank of Russia
— other debt obligations
— acquired through repos

At balancesheet
value
364,191

235,439
117,584
11,168

* Net of accrued coupon income.

Table 21
V O L U M E ( T U R N O V E R ) O F R E S I D E N T O P E R A T I O N S WI T H N O N  R E S I D E N T S T O B U Y A N D S E L L
R U S S I A N G O V E R N ME N T O U T S T A N D I N G F O R E I G N C U R R E N C Y D E B T O B L I G A T I O N S O N S E C O N D A R Y MA R K E T I N 2 0 0 7
( a t ma r k e t p r i c e s , b i l l i o n US d o l l a r s )
Eurobonds placed by open subscription
Eurobonds issued in the course of restructuring GKO
Eurobonds issued in the course of restructuring debt
to London Club of commercial bank creditors
OVGVZ and OGVZ bonds of 1999 issue

Q1
0.95
0.48

Q2
1.39
0.98

Q3
1.34
0.38

Q4
0.62
0.31

2007
4.30
2.14

7.40
0.45

10.93
1.60

7.47
0.17

14.03
0.87

39.83
3.09
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Table 22
I N S T I T U T I O N A L I S E D F I N A N C I A L I N T E R ME D I A R I E S

Credit institutions
Operating credit institutions, total
of which:
— banks
— nonbank credit institutions
Operating credit institutions with foreign stakes in authorised capital
Branches of credit institutions operating in Russia
Representative offices of operating Russian credit institutions
Insurance companies*
Registered insurance companies
Unit investment funds**
Unit investment funds, total
of which:
— openend
— interval
— closedend
Nongovernmental pension funds***
Operating nongovernmental pension funds

1.01.2008

For the record:
1.01.2007

1,136

1,189

1,092
44
202
3,455
804

1,143
46
153
3,281
699

857

918

1,024

641

479
101
444

305
89
247

252

289

* Source: Federal Insurance Supervision Service.
** Source: News agency Cbonds.ru.
*** Source: Federal Financial Markets Service.

Table 23

R U S S I A N G O V E R N ME N T O U T S T A N D I N G F O R E I G N C U R R E N C Y  D E N O MI N A T E D L O A N B O N D S A S O F J A N U A R Y 1 , 2 0 0 8
Volume in circulation at par,
Coupon interest rate,
million US dollars
% p.a.
Eurobonds placed by open subscription
24.06.1998
26.06.2028
US dollar (USD)
2,500
12.75
Eurobonds issued in the course of restructuring GKO bonds
24.07.1998
24.07.2018
US dollar (USD)
3,466
11
Eurobonds issued in the second restructuring of debt to London Club of commercial bank creditors (2 issues)
31.03.2000
31.03.2010
US dollar (USD)
1,640
8.25
31.03.2000
29.03.2030
US dollar (USD)
21,006
7.5
Domestic government foreign currencydenominated loan bonds (OVGVZ V and VII tranches)
14.05.1993
14.05.2008
US dollar (USD)
2,837
3
14.05.1996
14.05.2011
US dollar (USD)
1,750
3
Date of issue

Maturity

Currency
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Table 24

R U S S I A ’ S B A L A N C E O F P A Y ME N T S F O R 2 0 0 7 ( a n a l y t i c a l p r e s e n t a t i o n , mi l l i o n U S d o l l a r s )
Q4

2007

22,936
28,981
71,753
23,382
9,959
10,542
27,869
—42,772
—3,221
7,668
2,618
1,513
3,537
—10,889
—1,731
—3,999
—5,159
—1,040
—1,397
10,285
—11,682
219
832
—614
—11
3,282
3,282
0

14,912
31,082
83,836
28,965
11,900
9,850
33,120
—52,753
—4,583
9,340
2,771
2,509
4,060
—13,923
—2,261
—5,305
—6,356
—1,696
—9,655
9,930
—19,585
—358
272
—630
—11
4,212
4,212
0

15,425
31,360
89,688
31,523
14,050
9,874
34,242
—58,329
—6,282
10,882
2,980
3,258
4,645
—17,164
—2,503
—7,730
—6,931
—2,573
—5,868
11,767
—17,635
—515
92
—607
—10
4,721
4,721
0

25,036
40,621
110,188
37,632
16,318
14,571
41,666
—69,567
—5,748
11,457
3,461
2,327
5,669
—17,205
—2,853
—5,223
—9,129
—2,574
—5,588
12,817
—18,405
—429
187
—616
—73
4,968
4,968
0

78,309
132,043
355,465
121,503
52,228
44,837
136,897
—223,421
—19,834
39,347
11,829
9,607
17,911
—59,182
—9,348
—22,258
—27,576
—7,884
—22,509
44,798
—67,307
—1,083
1,383
—2,467
—105
17,183
17,183
0

For the record:
2006
94,367
139,269
303,550
102,283
44,672
43,806
112,789
—164,281
—13,737
31,102
10,081
7,628
13,393
—44,839
—6,722
—18,235
—19,882
—4,391
—25,237
27,858
—53,095
—2,304
1,407
—3,710
—122
10,254
10,694
—440
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Current account
Balance of trade
Exports
crude oil
petroleum products
natural gas
other
Imports
Balance of services
Exports
transport services
travel
other services
Imports
transport services
travel
other services
Wage balance
Balance of investment income
Income receivable
Income payable
Federal government
Income receivable
Income payable
Regional and local governments (income payable)
Monetary authorities
Income receivable
Income payable

Q1

Cont.
Q2

Q3

Q4

2007

—871
940
—1,810
—4,016
5,231
—9,247
—386
14,161
—875
15,036
41,718
—1,571
—810
2
—986
—402
—584
475
—300
—806
67
—896
22
—12
13
—25
57
19
81

—1,227
1,081
—2,307
—12,271
4,366
—16,637
—236
47,637
155
47,482
67,690
—2,346
—1,824
0
—2,170
—1,872
—298
485
—139
—537
64
—601
0
11
19
—8
4
—73
75

—1,623
1,052
—2,676
—8,442
5,901
—14,343
—1,211
—1,699
89
—1,788
37,749
—1,559
—1,004
0
—1,104
—335
—769
481
—381
—581
63
—644
0
23
23
0
3
—4
175

—1,427
1,643
—3,069
—8,627
6,019
—14,646
—1,674
24,161
—9,593
33,754
52,416
—1,945
—225
0
—343
—228
—115
467
—349
—880
184
—1,860
796
—785
14
—799
—55
—74
550

—5,147
4,716
—9,863
—33,356
21,517
—54,873
—3,506
84,259
—10,224
94,483
199,573
—7,421
—3,863
2
—4,603
—2,837
—1,766
1,907
—1,169
—2,804
378
—4,000
818
—763
69
—833
9
—133
882

For the record:
2006
—1,714
2,918
—4,631
—31,352
12,840
—44,191
—1,537
5,630
191
5,440
70,509
—28,056
—995
1,048
—3,699
—2,021
—1,677
1,866
—211
—23,888
678
—26,487
1,921
—3,208
169
—3,376
35
163
—7,331
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Banks
Income receivable
Income payable
Other sectors
Income receivable
Income payable
Balance of current transfers
Capital and financial account
Capital account (capital transfers)
Financial account (except reserves)
Liabilities (+ signifies increase, — signifies decrease)
Federal government
Portfolio investments
issuance
redemption
principal
coupons
reinvestment of income
secondary market
Loans
utilisation
redemption
restructuring
Overdue debt
accumulation
repayment/restructuring
Other liabilities
Regional and local governments
Monetary authorities

Q1

End
Q4

2007

14,925
1,726
7,723
5,477
28,264
16,039
—4,903
17,217
—88
—26,682
—666
185
—834
—17
—78
—14,873
—116
—14,621
—136
—11,065
—6,616
2,100
3,058
—373

23,090
1,911
14,284
6,895
46,944
7,704
6,456
32,927
—143
—20,209
—642
260
—397
—505
64
13,824
—96
15,691
—1,770
—33,456
—22,494
4,168
—3,003
—536

17,022
1,986
13,949
1,086
22,115
7,428
—3,552
18,351
—112
—39,537
405
136
—71
340
—419
—20,542
—110
—20,614
182
—18,982
—9,717
4,989
—810
766

15,828
1,740
15,002
—915
38,057
13,942
4,560
19,705
—150
—18,662
8,156
—2,174
10,081
249
—34
—3,422
—366
—2,259
—797
—23,362
—8,651
4,458
—1,157
—375

70,865
7,363
50,959
12,543
135,380
45,112
2,561
88,201
—494
—105,090
7,253
—1,594
8,779
68
—467
—25,012
—687
—21,803
—2,522
—86,864
—47,477
15,715
—1,912
—517

For the record:
2006
51,154
2,510
47,603
1,041
54,578
29,877
8,249
16,840
—388
—65,069
—1,460
—4,006
3,012
—466
7,640
—23,638
—257
—22,953
—428
—47,610
—23,508
10,232
—626
75

—6,190
—3,044
—4,174

—7,488
—4,102
2,999

—9,082
—5,128
—5,830

—7,593
—10,045
—6,636

—30,353
—22,319
—13,640

—19,945
—13,839
7,468

—32,923

—65,548

—7,896

—42,561

—148,928

—107,466

Note. Other sectors are nonfinancial corporations, financial corporations, except credit institutions, nonprofit organisations providing services to households, and house
holds.
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Banks
Direct investments
Loans and deposits
Other liabilities
Other sectors
Direct investments
Portfolio investments
Loans
Other liabilities
Assets, except reserves (+ signifies decrease, — signifies increase)
Federal government
Loans
Overdue debt
Other assets
Monetary authorities
Banks
Direct investments
Loans and deposits
Other assets
Other sectors
Direct and portfolio investments
Foreign currency cash
Commercial loans and advance payments
Debt on commodity deliveries under intergovernmental agreements
Delayed proceeds from exports and delayed delivery of goods and services
paid for with money transferred under import contracts, transfers
on fictitious operations with securities
Other assets
Net errors and omissions
Change in foreign exchange reserves
(+ signifies decrease, — signifies increase)

Q1

Table 25

P R I V A T E S E C T O R N E T C A P I T A L I N F L O W ( O U T F L O W)
( a c c o r d i n g t o b a l a n c e o f p a y me n t s d a t a , b i l l i o n US d o l l a r s )
Banking sector net
capital inflow
(outflow)

foreign
assets

—15.0
—8.1
—1.9
—8.9
0.1
41.9
—5.6
20.6
12.4
14.5
81.2
13.5
53.9
—7.0
20.8

1.3
2.5
10.3
3.5
5.9
27.5
—3.0
9.9
8.8
11.9
45.9
0.1
36.9
—3.5
12.4

—1.4
—1.1
—1.0
—3.6
—13.4
—23.6
—9.7
0.6
—3.0
—11.5
—25.0
—14.9
13.8
—20.5
—3.4

foreign
liabilities

Other sector net
capital inflow
(outflow)

foreign
assets*

2.7
3.6
11.3
7.1
19.2
51.2
6.7
9.3
11.8
23.4
70.9
14.9
23.1
17.0
15.8

—16.2
—10.6
—12.2
—12.4
—5.8
14.4
—2.6
10.7
3.7
2.6
35.4
13.4
17.0
—3.5
8.4

—10.0
—18.5
—24.6
—37.7
—49.9
—47.7
—13.0
—3.5
—15.3
—15.9
—86.3
—10.7
—32.9
—19.7
—23.0

of which:
Balance of payments
foreign
net errors
liabilities
and omissions**
3.7
—10.0
14.3
—6.5
22.1
—9.7
31.7
—6.4
52.4
—8.3
54.6
7.5
13.3
—2.9
14.8
—0.6
14.2
4.8
12.3
6.2
135.4
—13.6
28.3
—4.2
46.9
3.0
22.1
—5.8
38.1
—6.6

* Excluding debt on commodity deliveries under intergovernmental agreements.
** Net errors and omissions fully applies to other sector operations. This means that accounting for financial operations conducted by these sectors is the most difficult part of
compiling the balance of payments.
Note. “—” signifies capital outflow, “+” signifies capital inflow.
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2001
2002
2003
2004
2005
2006
2006 Q1
2006 Q2
2006 Q3
2006 Q4
2007
2007 Q1
2007 Q2
2007 Q3
2007 Q4 (estimate)

of which:

Private sector
net capital inflow
(outflow),
total

Table 26

C ROS S  BORDER OPERA TI ONS BY RES I DENTS A ND NON RES I DENTS *
Q1

1,414
8,169
419
1,690
2,448
588

Q3

Q4

2007

5,844
3,765
2,079
2,613
2,176
437
—3,231
—1,588
—1,642

8,733
5,729
3,005
2,711
2,164
547
—6,022
—3,564
—2,458

9,284
6,117
3,167
2,613
2,088
525
—6,672
—4,029
—2,642

29,807
20,133
9,675
10,231
8,376
1,856
—19,576
—11,757
—7,819

1,431
8,010
575
2,399
3,103
1,126

1,779
11,119
684
2,933
3,971
1,442

1,795
9,872
696
2,377
3,308
1,121

1,725
10,019
634
2,539
3,463
1,151

* Crossborder noncash transfers (receipts) by resident and nonresident individuals with and without opening accounts in credit institutions, including remittances through
money transfer systems and the Russian Postal Service.
** Negative balance signifies an excess of total money transfers from Russia over total receipts in Russia.
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Individual transfers from Russia
to nonCIS countries
to CIS countries
Receipts by individuals in Russia
from nonCIS countries
from CIS countries

Q2

2007

3,290
2,441
849
1,458
1,251
206
—1,833
—1,190
—643

Q3
Q4
2006
Q1
Total, million US dollars
4,278
5,204
5,986
18,759
5,946
2,911
3,223
3,915
12,491
4,522
1,367
1,981
2,071
6,268
1,424
1,863
1,941
2,280
7,542
2,294
1,575
1,619
1,884
6,330
1,947
288
322
396
1,212
347
—2,415
—3,263
—3,706 —11,217 —3,652
—1,336
—1,603
—2,032
—6,161
—2,575
—1,079
—1,659
—1,675
—5,056
—1,077
Average operation value, US dollars
1,402
1,422
1,590
1,465
1,908
8,097
7,922
8,388
8,153
11,175
508
609
628
556
525
2,062
2,269
2,334
2,096
2,501
2,833
3,056
3,250
2,908
3,601
829
988
997
853
922
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Individual transfers from Russia
to nonCIS countries
to CIS countries
Receipts by individuals in Russia
from nonCIS countries
from CIS countries
Balance**
nonCIS countries
CIS countries

Q2

Table 27

C R O S S  B O R D E R R E MI T T A N C E S V I A MO N E Y T R A N S F E R S Y S T E MS * A N D R U S S I A ’ S P O S T A L S E R V I C E
Q1
815
106
709
271
165
106
—544
59
—603

Remittances from Russia
to nonCIS countries
to CIS countries
Remittances to Russia
from nonCIS countries
from CIS countries

417
1,191
380
411
497
323

Q3
Q4
2006
Total, million US dollars
1,290
1,911
1,988
6,005
128
188
201
622
1,162
1,723
1,788
5,382
331
340
362
1,304
192
193
196
746
139
147
167
559
—959
—1,572
—1,626
—4,700
64
5
—5
123
—1,023
—1,577
—1,621
—4,824
Average remittance value, US dollars
494
600
613
546
1,198
1,466
1,460
1,349
464
563
575
511
484
533
492
480
533
578
537
536
430
485
449
422

Q1

Q2

Q3

Q4

2007

1,372
172
1,201
342
180
162
—1,030
8
—1,039

2,005
182
1,824
400
202
197
—1,606
21
—1,626

2,939
230
2,709
451
210
241
—2,488
—20
—2,469

3,127
285
2,842
489
220
268
—2,639
—65
—2,574

9,444
868
8,575
1,681
813
868
—7,763
—55
—7,707

512
1,315
471
488
519
458

561
1,304
531
562
580
545

674
1,448
644
661
638
682

687
1,512
652
603
597
607

623
1,407
589
579
583
575

* Anelik, BLIZKO, Contact, InterExpress, Migom, MoneyGram, PrivatMoney, Travelex, UNIStream, Western Union, AziyaExpress, ALLUR, Bystraya Pochta, Guta
Sprint, Zolotaya Korona and LIDER.
** Negative balance means the excess of total remittances from Russia over total remittances to Russia.
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Remittances from Russia
to nonCIS countries
to CIS countries
Remittances to Russia
from nonCIS countries
from CIS countries
Balance**
nonCIS countries
CIS countries

Q2

BANK OF RUSSIA

2007
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Table 28
F U N C T I O N A L S T R U C T U R E O F F O R E I G N I N V E S T ME N T I N R U S S I A I N 2 0 0 7
(b i l l i o n US d o l l a r s )*
Type
of investment
Direct
Portfolio
Financial
derivatives
Other
Total

Q1

Q2

Q3

Q4

2007

17.8
—0.7

9.6
11.6

9.4
—3.2

15.7
5.0

52.5
12.7

—0.3
24.9
41.7

—0.4
46.9
67.7

—0.7
32.2
37.7

—1.0
32.7
52.4

—2.4
136.8
199.6

For the record**
2007
2006
52.5
32.4
12.7
8.1
—2.4
137.6
200.4

—1.3
31.9
71.1

* Net growth in liabilities to nonresidents according to balance of payments data.
** Exclusive of operations related to debt restructuring and remission.
Note.“—” signifies decrease in residents’ foreign liabilities. Minor discrepancies between the total and the sum of
items are due to the rounding of data.

Table 29
F U N C T I O N A L S T R U C T U R E O F R U S S I A N R E S I D E N T I N V E S T ME N T I N F O R E I G N A S S E T S ( E X C E P T R E S E R V E S ) I N 2 0 0 7
(b i l l i o n US d o l l a r s )*
Type
of investment
Direct
Portfolio
Financial
derivatives
Other
Total

Q1

Q2

Q3

Q4

2007

6.3
0.9

21.5
2.8

9.2
0.2

8.7
3.2

45.7
7.0

For the record**
2007
2006
45.7
23.2
7.0
—6.2

—0.3
19.8
26.7

—0.3
—3.7
20.2

—0.8
31.0
39.5

—1.4
8.1
18.7

—2.8
55.2
105.1

—2.8
64.9
114.8

—1.2
49.4
65.1

* Net growth in residents’ assets according to balance of payments data.
** Exclusive of operations related to debt restructuring and remission.
Note. “—” signifies decrease in residents’ foreign assets. Minor discrepancies between the total and the sum of
items are due to the rounding of data.
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Table 30

R U S S I A N B A N K I N G S E C T O R I N T E R N A T I O N A L I N V E S T ME N T P O S I T I O N
( a s o f J a n u a r y 1 , 2 0 0 7 , a n d J a n u a r y 1 , 2 0 0 8 , mi l l i o n US d o l l a r s )
Changes
due to operations
2
25,012
687
684
3
4,509
1,782
2,727
3,533
—806
—2,762
22,578
10,419
—214
10,633
4,960
5,672
11,170
8,183
2,988
—9
997
282
715

Changes
due to revaluation
3
6,415
255
249
7
758
22
736
486
250
3,931
1,470
785
80
705
141
564
613
185
428
1
71
4
67

Other
changes
4
—78
20
17
3
—57
—22
—35
—9
—26
0
—41
—36
—8
—27
0
—27
—4
0
—4
0
—1
0
—1

Total
changes
5
31,349
963
950
13
5,210
1,782
3,427
4,010
—583
1,169
24,008
11,169
—141
11,310
5,101
6,209
11,780
8,368
3,412
—8
1,066
286
781

Balance
as of 1.01.2008
6
96,701
2,533
2,163
370
12,855
2,053
10,802
10,384
417
1,391
79,921
43,463
2,896
40,567
8,372
32,195
34,202
16,488
17,714
36
2,221
392
1,828
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Assets
Direct investments abroad
Stakeholding in capital and reinvested income
Other capital
Portfolio investments
Stakeholding in capital
Debt securities
longterm
shortterm
Financial derivatives
Other investments
Foreign currency cash and deposits
Till foreign currency
Current accounts and deposits
longterm
shortterm
Loans
longterm
shortterm
Overdue debt
Other assets
longterm
shortterm

Balance
as of 1.01.2007
1
65,351
1,570
1,213
357
7,645
271
7,374
6,374
1,000
222
55,914
32,294
3,037
29,257
3,271
25,986
22,422
8,120
14,302
43
1,155
107
1,048

End
Other
changes
4
4,473
63
176
—113
—10
—531
521
523
—2
0
4,420
—21
—15
—6
4,451
4,463
—12
0
—11
—1
—9
—4,551

Total
changes
5
86,857
8,191
7,393
798
18,714
16,335
2,379
1,443
935
634
59,318
12,861
6,700
6,160
45,480
39,185
6,295
—4
982
210
771
—55,508

Balance
as of 1.01.2008
6
210,784
17,319
16,111
1,207
35,885
30,205
5,680
3,216
2,463
811
156,769
40,653
15,741
24,913
113,236
89,384
23,853
4
2,876
478
2,398
—114,084

Notes.
1. “+” in columns 2, 3, 4 and 5 denotes net growth in assets and liabilities, “—” denotes their net decrease. This contingent use of the sign differs from its use in balance of
payments statistics.
2. This table presents data compiled by credit institutions and Vneshekonombank.
3. Column 4 shows, among other things, assets and liabilities of credit institutions that had their banking licences revoked in the period under review.
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Changes
due to revaluation
3
11,519
765
719
46
4,560
4,472
89
32
56
3,064
3,131
1,318
557
761
1,634
1,227
407
1
178
8
171
—5,105

2007

Changes
due to operations
2
70,865
7,363
6,499
864
14,164
12,395
1,769
888
881
—2,430
51,768
11,564
6,158
5,405
39,395
33,495
5,900
—4
814
204
610
—45,853
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Liabilities
Direct investments in Russia
Stakeholding in capital and reinvested income
Other capital
Portfolio investments
Stakeholding in capital
Debt securities
longterm
shortterm
Financial derivatives
Other investments
Current accounts and deposits
longterm
shortterm
Loans
longterm
shortterm
Overdue debt
Other liabilities
longterm
shortterm
Net international investment position

Balance
as of 1.01.2007
1
123,927
9,127
8,718
409
17,171
13,870
3,301
1,773
1,528
178
97,451
27,793
9,041
18,752
67,757
50,199
17,558
7
1,894
267
1,627
—58,575

Table 31

RUS S I A N B A NKI NG S E C T OR F ORE I GN A S S E T S A ND L I A B I L I T I E S ON I NT E RB A NK OP E RA T I ONS B Y GROUP OF C OUNT RI E S A S OF J A NUA RY 1 , 2 0 0 8 ( mi l l i o n US d o l l a r s )

longterm

total

shortterm

longterm

total
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Total
of which:
CIS countries
of which:
EurAsEC countries
Other countries
NonCIS countries
of which:
EU countries
APEC countries
Other countries
International financial organisations

41,577.7

11,208.9

52,786.6

29,054.7

69,053.5

98,108.2

1,112.0

819.1

1,931.1

1,660.2

468.2

2,128.4

—197.3

349.9
762.1
40,353.6

205.8
613.3
10,389.8

555.7
1,375.5
50,743.4

1,144.8
515.4
27,186.3

368.2
100.0
68,543.7

1,513.1
615.4
95,730.0

—957.4
760.1
—44,986.7

27,322.0
8,173.4
4,858.2
112.1

10,342.8
37,664.9
2.7
8,176.1
44.2
4,902.4
0.0
112.1
For the record:
10,003.7
47,362.8

24,368.7
1,007.4
1,810.2
208.1

61,721.4
5,785.0
1,037.3
41.6

86,090.1
6,792.4
2,847.5
249.7

—48,425.3
1,383.7
2,054.9
—137.6

OECD countries

24,321.1

62,556.9

86,878.0

—39,515.1

37,359.2

Foreign liabilities

Note. Data in this table only include balances on interbank operations in the form of loans, deposits and correspondent accounts and foreign currency in credit institutions’
cash departments.

IV.3. STATISTICAL TABLES

shortterm

Balance
of foreign assets
and liabilities
—45,321.6

Foreign assets

Table 32

RUSS I A ’ S I NTERNA TI ONA L RESERV ES I N 2 0 0 7 (b i l l i o n US d o l l a r s )

1.02

1.03

1.04

1.05

303.7
295.6
8.2

303.9
295.6
8.3

314.5
305.9
8.7

338.8
330.3
8.5

369.1
360.4
8.7

403.2
394.7
8.5

405.8
397.4
8.4

416.2
407.5
8.7

1.09

1.10

1.11

1.12

2008
1.01

416
407.1
8.9

425.4
415.3
10.1

447
436
11.0

463.5
452.2
11.4

476.4
464.4
12.0

BANK OF RUSSIA

Reserves
(including Finance Ministry assets)
Foreign currency assets
Monetary gold

1.01

Balance as of
2007
1.06
1.07
1.08

2007
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Table 33

BA NK OF RUS S I A F ORE I GN E XC HA NGE RE S E RV E P ORT F OL I O A S S E T Y I E L DS I N 2 0 0 7 ( % p . a . )

Transaction portfolio
Investment portfolio
Total

actual portfolio
standard portfolio
actual portfolio
standard portfolio
actual portfolio

US dollardenominated
assets
5.21
4.96
8.18
8.55
6.29

Eurodenominated
assets
4.11
4.02
3.21
3.42
3.81

Pound sterlingdenominated
assets
5.88
5.74
7.69
7.85
7.04

Japanese yendenominated
assets
0.68
0.64

0.68

Table 34

KE Y RUBL E E XC HA NGE RA T E I NDI C A T ORS I N 2 0 0 7
January February March

May

June

July

August September October November December

26.16

26.01

25.69

25.9

25.82

25.6

25.65

24.95

24.72

24.35

24.55

26.47

26.34

26.11

25.84

25.82

25.93

25.56

25.63

25.34

24.89

24.47

24.57

26.47

26.4

26.31

26.19

26.11

26.08

26.01

25.96

25.89

25.79

25.67

25.57

34.39

34.52

34.69

35.07

34.82

34.72

34.93

35.01

35.35

35.59

36.04

35.93

34.47

34.41

34.57

34.89

34.91

34.77

35.01

34.88

35.16

35.4

35.9

35.8

34.47

34.44
34.48
34.58
34.65 34.67
Growth as % of December 2006*
—0.2
0.7
1.7
1.8
1.4
1.0
0.5
—0.4
—0.5
—0.1

34.72

34.74

34.78

34.85

34.94

35.01

2.9
—0.8

2.6
—0.4

3.7
—1.2

5.6
—1.9

7.4
—3.2

7.0
—3.0

—0.3
6.3
4.3

—0.2
6.3
4.7

—0.5
8.1
4.5

—0.7
11.5
5.1

—1.1
14.1
4.5

—1.0
15.0
5.8
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26.53

Ruble/US dollar nominal rate index
Ruble/euro nominal rate index
Index of nominal effective rate of the ruble
against foreign currencies
Ruble/US dollar real rate index
Ruble/euro real rate index
Index of real effective rate of the ruble
against foreign currencies

—0.7
0.8

Ruble/US dollar nominal rate index
Ruble/euro nominal rate index
Index of nominal effective rate of the ruble
against foreign currencies
Ruble/US dollar real rate index
Ruble/euro real rate index
Index of real effective rate of the ruble
against foreign currencies

—0.7
0.8

0.2
0.7
2.6

0.5
1.8
3.5

1.7

2.6

0.4
2.3
3.1

—0.1
3.3
2.3

—0.4
3.4
2.7

—0.2
3.8
4.1

2.7
2.4
2.4
3.3
Growth as % of previous period*
0.5
0.9
1.0
0.1
—0.4
0.2
—0.5
—0.9
—0.1
0.4

3.9

3.9

3.8

4.5

4.4

5.1

1.4
—0.7

—0.3
0.4

1.1
—0.8

1.8
—0.7

1.7
—1.4

—0.4
0.3

0.2
0.7
2.6

0.3
1.1
0.9

—0.1
0.5
—0.4

—0.5
1.0
—0.8

—0.3
0.1
0.4

0.1
0.4
1.4

—0.1
2.4
0.2

0.1
0.0
0.4

—0.3
1.7
—0.3

—0.2
3.2
0.7

—0.4
2.3
—0.6

0.1
0.8
1.2

1.7

0.9

0.1

—0.3

0.0

0.9

0.6

0.0

—0.1

0.6

0.0

0.7

* “+” signifies appreciation of the Russian ruble against foreign currencies, “—” signifies its depreciation.
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US dollar/ruble nominal rate as of end of period,
rubles per dollar
US dollar/ruble average nominal rate over period,
rubles per dollar
US dollar/ruble average nominal rate since
start of year, rubles per dollar
Euro/ruble nominal rate as of end of period,
rubles per euro
Euro/ruble average nominal rate over period,
rubles per euro
Euro/ruble average nominal rate since start of year,
rubles per euro

April

Table 35

RUS S I A ’ S FOREI GN DEBT I N 2 0 0 7 (b i l l i o n US d o l l a r s )
1.07.2007
391.9
40.8
39.3
30.8
5.1
4.5
0.7
2.3
22.3
2.7

1.10.2007
431.0
39.7
38.1
29.9
5.0
4.4
0.7
2.2
21.9
2.7

1.01.2008
459.6
37.4
35.8
28.7
5.0
4.3
0.7
1.7
21.3
2.8

19.3
1.0
0.5
0.3
9.4
0.6
1.9
3.3
2.1
1.6
1.5
1.0
0.5

18.6
1.0
0.7
0.4
8.9
0.1
1.9
3.3
2.0
1.6
1.5
1.0
0.5

18.5
1.0
0.7
0.4
8.5
0.1
1.9
3.0
1.9
1.6
1.5
1.1
0.4

18.2
1.0
0.4
0.4
8.2
0.0
1.6
3.0
2.0
1.6
1.6
1.1
0.4

17.6
0.9
0.3
0.3
7.1
0.0
1.5
2.2
2.0
1.3
1.5
1.1
0.4
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1.04.2007
348.0
43.4
41.9
33.0
5.3
4.6
0.7
2.4
24.2
4.7

2007

1.01.2007
310.6
44.7
43.2
33.8
5.4
4.8
0.7
2.6
25.0
4.7
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Total
Government
Federal government
New Russian debt
loans from international financial organisations
IBRD
other
other loans
foreign currencydenominated securities
eurobonds placed by open subscription and issued in the course of restructuring GKO
eurobonds issued in the course of restructuring debt
to London Club of commercial bank creditors
6th and 7th tranches of OVGVZ bonds and OGVZ bonds issued in 1999
rubledenominated securities (OFZ)
other debt
Sovietera debt
loans from members of Paris Club of creditor nations
debt to former Sovietbloc countries
debt owed to other official creditors
3rd, 4th and 5th tranches of OVGVZ bonds
other debt
Regional and local governments
loans
rubledenominated securities

End
1.01.2007
3.9
3.0
0.9
101.2
0.4
67.8
27.8
3.3
1.9
160.7
21.1
117.4
19.0
2.8
0.4

1.04.2007
8.8
7.7
1.0
110.9
0.5
74.4
29.3
4.1
2.7
185.0
28.6
134.4
18.5
3.1
0.4

1.07.2007
8.2
7.0
1.1
131.0
0.7
88.6
33.8
4.9
3.0
212.0
24.4
163.0
17.9
3.3
3.3

1.10.2007
12.8
11.5
1.3
147.7
0.9
98.7
39.2
5.4
3.5
230.8
24.9
182.9
17.4
3.6
2.0

1.01.2008
9.0
7.1
1.9
163.7
1.2
113.2
40.7
5.7
2.9
249.6
24.2
203.3
17.1
4.1
0.9

* Repo transactions.
** From January 1, 2007, include debt on repo operations.
*** These include the market price of preference shares owned by nonresidents. Preference shares are classified as a foreign debt component due to the issuer’s obligation to
pay dividends on them, although the issuer does not assume the obligation to repurchase them at market price.
Note. These include foreign debt denominated in national and foreign currency. Government securities are accounted for as part of debt owed to nonresidents and evaluated
at their nominal value.
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Monetary authorities
loans*
cash rubles and deposits
Banks (without stakeholding in capital)
debt obligations to direct investors
loans
current accounts and deposits
debt securities
other debt
Other sectors (without stakeholding in capital)
debt obligations to direct investors
loans**
debt securities***
debt on finance leasing
other debt

Table 36

RUS S I A ’ S FOREI GN DEBT I N 2 0 0 7 (a n a l y t i c a l p r e s e n t a t i o n , b i l l i o n US d o l l a r s )
1.10.2007
431.0
100.7
330.3
186.2
26.0
160.2
39.7
2.6
37.1
12.8
12.8
59.2
10.0
49.2
74.6
0.7
73.9
244.7
74.6
170.1
88.5
40.0
48.6
156.2
34.6
121.5

1.01.2008
459.6
105.3
354.4
187.1
22.1
164.9
37.4
1.7
35.7
9.0
9.0
65.5
11.4
54.1
75.1
0.0
75.1
272.6
83.1
189.4
98.1
42.3
55.9
174.4
40.9
133.6

* General government foreign debt covers foreign debt of the government, monetary authorities and banks and nonfinancial organisations in which the government and
monetary authorities hold, directly or indirectly, 50% or more of shares or control otherwise. Debt obligations of other residents to nonresidents, which do not fit into this
definition, are classified as private sector foreign debt.
Note. Including foreign debt denominated in national and foreign currency.
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1.07.2007
391.9
86.2
305.6
173.1
17.7
155.4
40.8
2.5
38.3
8.2
8.2
54.2
6.3
47.9
70.0
0.7
69.3
218.8
68.5
150.2
76.8
36.0
40.8
142.0
32.5
109.4

2007

1.04.2007
348.0
67.5
280.5
152.4
19.9
132.5
43.4
2.5
40.9
8.8
8.8
46.2
8.7
37.6
54.1
0.0
54.1
195.6
47.6
148.0
64.6
30.8
33.9
130.9
16.8
114.1
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Russia’s foreign debt
Shortterm obligations
Longterm obligations
General government foreign debt*
Shortterm obligations
Longterm obligations
Government
Shortterm obligations
Longterm obligations
Monetary authorities
Shortterm obligations
Banks
Shortterm obligations
Longterm obligations
Other sectors
Shortterm obligations
Longterm obligations
Private sector foreign debt*
Shortterm obligations
Longterm obligations
Banks
Shortterm obligations
Longterm obligations
Other sectors
Shortterm obligations
Longterm obligations

1.01.2007
310.6
56.7
253.8
135.4
15.7
119.7
44.7
2.4
42.3
3.9
3.9
41.4
9.4
32.0
45.4
0.0
45.4
175.1
41.0
134.1
59.8
30.1
29.7
115.3
10.9
104.4

Table 37

KEY ECONOMIC DEVELOPMENT INDICATORS OF RUSSIA’S LEADING TRADING PARTNERS IN 2005—2007*
Real GDP,
growth as % of previous year
2005
3.1
1.9
1.6
2.0
0.8
0.6
3.6
1.5
2.8
1.7
1.8
4.1
7.9
3.6
6.6
6.4
3.3
10.2
6.2
4.2

2006
2.9
3.1
2.8
2.9
2.9
1.8
3.9
3.0
4.9
2.0
2.9
3.9
7.7
6.2
8.5
6.4
4.1
11.2
6.3
7.9

2007
2.2
2.9
2.6
2.7
2.5
1.5
3.8
3.5
4.4
1.9
3.0
1.3
8.8
6.5
10.4
6.5
2.6
7.1
6.2
6.0

Current account balance,
as % of GDP***
2005
—6.1
—0.2
0.1
2.6
4.6
—1.6
—7.4
7.2
3.6
—0.9
—2.5
—6.8
—7.1
—1.6
—8.5
—1.6
6.8
—10.0
—12.0
—8.9

2006
—6.2
—0.8
—0.2
2.7
5.0
—2.6
—8.6
8.3
4.6
—1.3
—3.9
—6.5
—10.8
—3.2
—7.1
—3.1
8.5
—15.5
—15.6
—10.4

2007
—5.3
—0.7
0.1
3.2
5.6
—2.2
—10.1
6.6
4.6
—1.3
—4.9
—5.6
—13.0
—3.7
—5.3
—2.5
8.3
—16.0
—21.4
—13.9

International reserves,
billion US dollars****
2005
54.1
395.5
184.7
8.2
45.1
25.5
9.7
9.0
10.5
27.8
38.5
18.6
3.7
40.9
14.9
29.3
22.1
1.9
8.0
19.9

2006
54.9
431.9
197.0
8.8
41.7
25.7
10.8
10.8
6.5
42.7
40.7
21.5
5.7
46.4
12.6
31.2
24.8
2.8
10.9
28.1

2007
59.5
500.3
215.3
10.4
44.3
28.4
11.5
10.3
7.1
45.7
49.0
24.0
7.6
63.0
18.2
34.6
27.0
3.3
16.5
37.2
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USA
European Union (27 countries)*****
Eurozone (13 countries)******
Belgium
Germany
Italy
Spain
The Netherlands
Finland
France
United Kingdom
Hungary
Lithuania
Poland
Slovakia
Czech Republic
Sweden
Estonia
Bulgaria
Romania

Consumer prices,
growth in December
of reporting year
as % of previous December**
2005
2006
2007
3.4
2.5
4.1
2.3
2.2
3.2
2.2
1.9
3.1
2.8
2.1
3.1
2.1
1.4
3.1
2.1
2.1
2.8
3.7
2.7
4.3
2.0
1.7
1.6
1.1
1.2
1.9
1.8
1.7
2.8
1.9
3.0
2.1
3.3
6.5
7.4
3.0
4.5
8.1
0.7
1.4
4.0
3.7
4.2
3.4
2.2
1.7
5.4
0.9
1.6
3.5
3.6
5.1
9.6
6.5
6.5
12.5
8.6
4.9
6.6

End
Real GDP,
growth as % of previous year
2007
3.1
4.5
8.2
7.3
8.5
2.1
11.4
5.0
9.2
5.3
5.4

2005
13.5
—4.7
1.4
2.9
—1.8
3.6
7.2
1.9
—1.3
3.3
1.6

2006
15.1
—6.1
—4.1
—1.5
—2.2
3.9
9.4
0.6
—1.1
6.0
1.3

2007
17.2
—5.7
—6.6
—4.2
—6.6
4.9
11.1
0.6
—1.8
3.1
0.3

2005
36.3
50.6
1.1
19.0
6.1
834.3
821.5
210.3
131.9
28.1
53.2

2006
38.1
60.9
1.2
21.8
17.8
879.7
1,068.5
238.9
170.7
29.2
85.2

2007
44.5
73.4
2.8
31.8
15.5
952.8
1,530.3
262.2
267.0
28.5
179.4

* According to official sources of statistical information of corresponding countries, EUROSTAT agency and the IMF as of April 10, 2008.
** For the EU, UK, eurozone, Germany, France and Italy: harmonised consumer price indices calculated in accordance with the EU Commission’s general recommenda
tions in respect to the consumer goods basket and methods of determining unit weights of goods and services and calculating averages.
*** “+” denotes a surplus, “—” denotes a deficit.
**** As of end of year; including monetary authorities’ foreign currency assets and SDRs and reserve position in the IMF (each country’s reserve share and credit position in
the IMF). For EU: estimates based on IMF data (sum total of international reserves of EU member states). For eurozone, as determined by the European system of central
banks.
***** Austria, Belgium, Bulgaria, UK, Hungary, Germany, Greece, Denmark, Ireland, Spain, Italy, Cyprus, Latvia, Lithuania, Luxembourg, Malta, the Netherlands,
Poland, Portugal, Romania, Slovakia, Slovenia, Finland, France, the Czech Republic, Sweden and Estonia.
****** Austria, Belgium, Germany, Greece, Ireland, Spain, Italy, Luxembourg, the Netherlands, Portugal, Slovenia, Finland and France.
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2006
3.2
6.9
10.0
7.3
10.7
2.4
11.1
5.1
9.7
5.2
3.8

International reserves,
billion US dollars****

2007

2005
2.4
8.4
9.4
2.7
9.7
1.9
10.4
4.2
9.1
5.3
3.2

Current account balance,
as % of GDP***
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Switzerland
Turkey
Belarus
Ukraine
Kazakhstan
Japan
China
South Korea
India
Israel
Brazil

Consumer prices,
growth in December
of reporting year
as % of previous December**
2005
2006
2007
1.0
0.6
2.0
7.7
9.7
8.4
8.0
6.6
12.1
10.3
11.6
16.6
7.5
8.4
18.8
—0.4
0.3
0.7
1.6
2.8
6.5
2.6
2.1
3.6
5.6
6.9
5.5
2.4
—0.1
3.4
5.7
3.1
4.5

Table 38

C I S C O U N T R I E S ’ K E Y MO N E T A R Y I N D I C A T O R S I N 2 0 0 7 *
Azerbaijan

Armenia

Belarus

Georgia

Kazakhstan

Kyrgyzstan

Moldova

Russia

Tajikistan

Ukraine

9.5
13

4.75
5.75

10
10

—
—

9
11

3.15
8.79

14.5
16

11
10

12
15

8.5
8

0.8714
0.8453

363.50
304.22

2,140
2,150

1.7135
1.5916

127.00
120.30

38.1238
35.4988

12.9050
11.3192

26.3311
24.5462

3.4265
3.4649

5.05
5.05

0.0331
0.0346

13.80
12.40

81,13
87,61

0.0650
0.0649

4.82
4.92

1.4452
1.4466

0.4894
0.4619

—
—

0.13013
0.14116

0.19179
0.20574

105.9

63.9

29.2

54.3

25.7

44.2

47.3

47.5

39.3

50.8

44
46

21
22

32
31

17
19

33**
35**

21
22

15
16

1,293
1,243

15
15

193
198

* According to data compiled by CIS national (central) banks.
** Source for number of commercial banks in Kazakhstan is the Agency for Regulation and Supervision of the Financial Market and Financial Institutions of the Republic of
Kazakhstan.
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Official central (national) bank rate (refinance rate),
as of end of year, %:
2006
2007
Official central (national) bank exchange rate
(units of national currency) as of end of year
against US dollar:
2006
2007
against Russian ruble:
2006
2007
Money supply in national currency
(rate of growth by beginning of year, %)
Number of registered commercial banks:
2006
2007

BANK OF RUSSIA

2007
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Table 39
MO N E Y S U P P L Y ( n a t i o n a l d e f i n i t i o n , b i l l i o n r u b l e s )

Money supply (M2), total
— cash in circulation (M0)*
— noncash funds

1.01.2007
8,995.8
2,785.2
6,210.6

1.04.2007
9,412.6
2,741.2
6,671.4

1.07.2007
10,857.7
3,027.5
7,830.2

1.10.2007
11,494.0
3,220.9
8,273.2

1.01.2008
13,272.1
3,702.2
9,569.9

* Cash in circulation outside the banking system.

Table 40
A V E R A G E M O N T H L Y R A T E S O F G R O W T H I N M O N E Y S U P P L Y I N 2 0 0 7 ( %)

Money supply (M2), total
— cash in circulation (M0)*
— noncash funds

Q1
1.5
—0.5
2.4

Q2
4.9
3.4
5.5

Q3
1.9
2.1
1.9

Q4
4.9
4.8
5.0

Fullyear
3.3
2.4
3.7

* Cash in circulation outside the banking system.

Table 41
M2 S T R U C T U R E

Money supply (M2), total
Of which:
— cash in circulation (M0)*
— noncash funds
of which:
— nonfinancial enterprise sector funds
— household deposits

As of 1.01.2007
billion rubles
%
8,995.8
100.0

As of 1.01.2008
billion rubles
%
13,272.1
100.0

Growth index
1.48

2,785.2
6,210.6

31.0
69.0

3,702.2
9,569.9

27.9
72.1

1.33
1.54

2,980.3
3,230.3

33.1
35.9

5,005.0
4,564.9

37.7
34.4

1.68
1.41

* Cash in circulation outside the banking system.
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Table 42
MO N E T A R Y B A S E A N D I T S S T R U C T U R E

Monetary base (broad definition)
of which:
— cash in circulation, including balances
in credit institutions’ cash departments*
— credit institutions’ correspondent accounts
with the Bank of Russia**
— required reserves***
— credit institutions’ deposits
with the Bank of Russia
— Bank of Russia bonds
held by credit institutions****
— foreign exchange operation reserves
deposited with the Bank of Russia

As of 1.01.2007
billion rubles
%
4,122.4
100.0

As of 1.01.2008
Growth index
billion rubles
%
5,513.3
100.0
1.34

3,062.1

74.3

4,118.6

74.7

1.35

638.1
221.1

15.5
5.4

802.2
221.6

14.6
4.0

1.26
1.00

98.1

2.4

270.3

4.9

2.76

103.1

2.5

100.7

1.8

0.98

0.0

0.0

—

—

—

* Excluding cash in Bank of Russia institutions’ cash departments.
** Rubledenominated accounts, including cash balances on organised securities market.
*** For ruble and foreign currency funds raised by credit institutions to accounts.
**** At market value.

Table 43
MO N E T A R Y S U R V E Y ( mi l l i o n r u b l e s )
1.01.2007
Net foreign assets of monetary authorities
and credit institutions
Domestic claims
Net claims on government
Claims on nonfinancial pubicsector enterprises
Claims on nonfinancial privatesector enterprises
and households
Claims on other financial institutions
Money supply (according to monetary survey methodology)
Money
Quasimoney
Temporarily inaccessible deposits
Money market instruments
Capital account
Other (balance)
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1.01.2008

Change over
2007

6,905,294.30
9,911,983.90
3,006,689.60
5,727,663.80
8,224,306.20
2,496,642.40
—2,965,958.80 —4,757,674.50 —1,791,715.70
221,452.20
288,713.40
67,261.20
8,247,654.00
224,516.40
10,146,732.10
5,598,406.70
4,548,325.40
22,016.60
723,577.40
1,774,354.70
—33,722.70

12,450,865.20
242,402.10
14,628,018.90
7,974,264.90
6,653,754.10
41,050.80
710,604.70
3,343,242.90
—586,627.30

4,203,211.20
17,885.70
4,481,286.80
2,375,858.20
2,105,428.70
19,034.20
—12,972.70
1,568,888.20
—552,904.60
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Table 44
C RE DI T I NS T I T UT I ONS ’ A NA L Y T I C A L A C C OUNT S ( mi l l i o n r u b l e s )

Reserves
Foreign assets
Claims on government
of which:
— claims on regional and local governments
Claims on nonfinancial publicsector enterprises
Claims on nonfinancial privatesector enterprises and households
Claims on other financial institutions
Demand deposits
Time, savings and foreign currency deposits
of which:
— foreign currency deposits
Temporarily inaccessible deposits
Money market instruments
Foreign liabilities
Government deposits
of which:
— regional and local government deposits
Debt obligations to monetary authorities
Capital accounts
Other (balance)
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1.01.2007

1.01.2008

1,339,565.10
1,643,177.90
771,773.90

1,817,635.40
2,290,409.10
859,732.70

Change over
2007
478,070.30
647,231.20
87,958.80

195,332.40
243,695.70
48,363.30
221,431.50
288,704.40
67,272.90
8,245,019.10 12,447,998.90 4,202,979.80
224,516.40
242,402.10
17,885.70
2,754,351.20 3,825,876.10 1,071,524.90
4,548,317.80 6,653,748.60 2,105,430.80
1,155,414.40
22,016.60
723,577.40
2,745,543.90
296,848.60

1,366,128.10
41,050.80
710,604.70
4,089,470.70
300,620.20

210,713.70
19,034.20
—12,972.70
1,343,926.80
3,771.60

264,101.50
44,408.00
1,690,198.50
—379,778.00

279,939.50
50,694.70
2,881,192.30
—606,375.50

15,838.00
6,286.70
1,190,993.80
—226,597.50
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Table 45
C O R R E C T I V E ME A S U R E S T A K E N A G A I N S T C R E D I T I N S T I T U T I O N S I N 2 0 0 7
No.

1
2
3

4
4.1
4.2
5
5.1
5.2
6
6.1
6.2
6.3

7
7.1
7.2
8
9
10

Description of measures
Preventive measures
Written notification of the management and/or board of directors (supervisory board)
of a credit institution about shortcomings in its work and recommended remedial action
Calling a meeting
Other (recommendations to draw up a plan of remedial actions, tighten control over reporting,
make a realistic assessment of credit risk, avoid misstatements in reports, etc.)
Forced measures
Fines*
of which:
For noncompliance with reserve requirements
For breaches of federal laws and Bank of Russia regulations issued in pursuance of these laws
and for nonreporting, underreporting or false reporting
Imposing restrictions on individual banking operations conducted by credit institutions,
such as:
Taking household savings on deposit
Effecting settlements on behalf of corporate entities to transfer funds to budgets of all levels
and government extrabudgetary funds
Prohibiting credit institutions from conducting individual banking operations*,
such as:
Taking household savings on deposit
Opening household bank accounts, including unallocated demand and time metal accounts
Other
For the record:
Prohibition to take household funds on deposit and open personal accounts imposed
in respect to a credit institution pursuant to Article 48 of Federal Law No. 177FZ,
dated December 23, 2003
Prescriptions*
of which:
Prescription to comply with Bank of Russia required ratios
Prescription to replace management
Prohibiting credit institutions from opening branches
Appointing provisional administrations to manage a credit institution without revoking its licence
Revoking banking licence

Number
of banks

1,109
464
149
448
97
390
75
12
36
63
18
17
61

7
698
14
5
54
—
49

* The number of credit institutions in points 4 and 6 differs from the number of credit institutions in the respective
subpoints because several corrective measures have been used against banks.
As of January 1, 2008, the restriction on settlements on behalf of legal entities, such as the transfer of funds to
budgets of all levels and government extrabudgetary funds was in effect with regard to one credit institution.
As of January 1, 2008, none of the operating credit institutions had a backlog of nonexecuted settlement docu
ments on payments to budgets of all levels.
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Table 46
R U S S I A N P A Y ME N T S Y S T E M K E Y I N D I C A T O R S
2006
Institutional structure of Bank of Russia payment system*
Number of payment system participants:
5,393
— Bank of Russia institutions
923
— credit institutions
1,189
of which:
— nonbank settlement credit institutions
43
— branches of credit institutions
3,281
For the record:
Number of additional offices of credit institutions and branches of credit institutions
15,007
Other internal divisions of credit institutions or branches of credit institutions**
16,881
Total number of accounts opened by payment system participants for customers***,
million
369.1
of which:
— household accounts
363.8
— corporate accounts
5.3
Payments effected by individual payment systems
Number of payments, thousand
of which:
— payments effected by Bank of Russia payment system
696,259.5
— payments effected by interbank private payment systems
57,139.5
— payments effected by intrabank payment systems between divisions of one bank
266,613.4
Value of payments, billion rubles
of which:
— payments effected by Bank of Russia payment system
267,308.0
— payments effected by interbank private payment systems
18,707.2
— payments effected by intrabank payment systems between divisions of one bank
56,488.7
Noncash payment instruments in Bank of Russia payment system
Number of payments effected using various instruments of payment, thousand
of which:
— payment orders
1,006,182.9
— payment requests and collection orders
43,371.6
— letters of credit
372.8
— cheques
624.8
— other instruments of payment
457,075.8
Value of payments effected using various instruments of payment, billion rubles
of which:
— payment orders
351,279.9
— payment requests and collection orders
2,644.0
— letters of credit
101.7
— cheques
87.6
— other instruments of payment
8,449.8
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2007
5,373
782
1,136
42
3,455
18,979
16,729
421.7
415.9
5.8

833,867.6
83,652.0
386,750.8

445,753.2
35,057.4
102,153.8

1,114,584.5
80,506.8
29.1
263.5
792,841.2

510,874.7
6,630.3
138.4
57.6
4,859.2

IV.3. STATISTICAL TABLES

End
2006
2007
Noncash payments in Bank of Russia payment system by technology used
Number of payments (thousand) effected
— electronically
1,294,772.7 1,718,440.8
— on paper
377,848.8
737,227.6
Value of payments (billion rubles) effected
— electronically
404,634.6
691,061.3
— on paper
41,376.3
55,014.9
Payment card market key indicators
Number of payment cards issued by Russian credit institutions*,
thousand
74,762.2
103,496.6
of which:
— credit cards, thousand
5,659.6
8,944.3
Total number of operations conducted in Russia using payment cards****,
thousand
1,198,520.0 1,624,697.2
of which:
— operations conducted using credit cards issued by Russian credit institutions,
thousand
17,833.0
32,231.4
Total value of operations conducted in Russia using payment cards****,
billion rubles
4,396.7
6,449.7
of which:
— operations conducted using credit cards issued by Russian credit institutions,
thousand
88.3
133.7

* As of end of year.
** Operations offices, cash and credit offices, cash departments outside cash settlement centres.
*** Accounts which can be used to effect payments.
**** Payment cards issued by Russian credit institutions and payment cards issued outside Russia.
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Table 47
B A N K O F R U S S I A P A Y ME N T S Y S T E M

Number of customers served*,
of which:
— credit institutions
— branches of credit institutions
— customers other than credit institutions
Number of payments effected, thousand
of which:
— by credit institutions and their branches
— by customers other than credit institutions
— by Bank of Russia divisions
Value of payments effected, billion rubles
of which:
— by credit institutions and their branches
— by customers other than credit institutions
— by Bank of Russia divisions
Number of electronic payments, thousand
Value of electronic payments, billion rubles
Number of Bank of Russia institutions participating
in intraregional electronic settlements*
Number of Bank of Russia institutions participating
in interregional electronic settlements*
Total number of customers exchanging electronic documents*
of which:
— credit institutions and their branches
— customers other than credit institutions
Number of payments received through communication channels, thousand**
Number of payments effected on paper, thousand
Value of payments effected on paper, billion rubles

2006
39,652

2007
32,745

1,189
2,062
36,401
696,259.5

1,136
2,285
29,324
833,867.6

570,949.4
124,479.2
830.9
267,308.0

697,944.2
135,062.6
860.9
445,753.2

225,944.8
34,338.7
7,024.4
692,679.5
266,234.1

358,178.2
38,660.9
48,914.1
831,019.7
444,622.2

892

757

892
3,651

757
3,809

3,257
394
690,986.9
3,579.9
1,073.9

3,324
485
812,872.4
2,847.9
1,131.0

* As of end of year.
** Based on the reporting form compiled according to a methodology different from the methodology for calculat
ing other Bank of Russia payment system indicators.
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Table 48
NOTE S TRUC TURE OF BA NK OF RUSS I A BA NKNOTES I N C I RCULA TI ON
Denomination,
rubles
5,000
1,000
500
100
50
10
5
Total balance sheet number
of banknotes of 1997 issue

Total in circulation,
million rubles
as of
as of
1.01.2007
1.01.2008
143,203.1
859,776.9
2,117,774.5 2,471,069.2
641,023.7
619,066.7
108,105.7
112,369.3
30,004.4
30,430.0
9,661.9
11,038.3
37.6
36.8
3,049,810.9

4,103,787.2

As % of
1.01.2007

% share

600.4
116.7
96.6
103.9
101.4
114.2
97.9

as of
1.01.2007
4.7
69.5
21.0
3.5
1.0
0.3
0.0

as of
1.01.2008
21.0
60.2
15.1
2.7
0.7
0.3
0.0

134.6

100.0

100.0

Table 49
S TRUC TURE OF BA NK OF RUS S I A C OI NS I N C I RC ULA TI ON*

Denomination
1 kopeck
5 kopecks
10 kopecks
50 kopecks
1 ruble
2 rubles
5 rubles
10 rubles
Total balance sheet number
of coins of 1997 issue

Total in circulation,
million rubles
as of
as of
1.01.2007
1.01.2008
59.3
64.7
215.6
241.7
1,157.8
1,357.2
1,318.7
1,594.6
3,248.0
3,966.8
2,403.0
2,985.6
5,476.2
6,753.1
2,621.3
3,485.3
16,499.9

20,449.0

* Excluding coins made of precious metals.
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As % of
1.01.2007

% share

109.1
112.1
117.2
120.9
122.1
124.2
123.3
133.0

as of
1.01.2007
0.4
1.3
7.0
8.0
19.7
14.5
33.2
15.9

as of
1.01.2008
0.3
1.2
6.7
7.8
19.4
14.6
33.0
17.0

123.9

100.0

100.0

Table 50

BA NK OF RUS S I A S T A KE HOL DI NGS I N RUS S I A N A ND F ORE I GN C RE DI T I NS T I T UT I ONS A ND OT HE R ORGA NI S A T I ONS

as of 1.01.2007

thousand rubles

39,019,407

36,341,604

57.58

60.25

thousand rubles

331,940

331,940

29.79

29.79

thousand rubles

302

302

8.90

8.90

thousand rubles

24,500

24,500

49.00

42.30

SDR

16,055,000

16,055,000

0.59

0.55

euro

875

875

0.006

—

thousand rubles

10,000

10,000

50.00

50.00

* The nominal value of Bank of Russia shares in Sberbank has increased (according to the decision by the Sberbank shareholders’ meeting to place an additional share issue)
as a result of the purchase of 892,601 ordinary shares of the additional issue.
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as of 1.01.2008
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Sberbank,
Moscow*
Moscow Interbank Currency Exchange (MICEX),
Moscow
St Petersburg Currency Exchange (SPCEX),
St Petersburg
National Depository Centre,
Moscow
Bank for International Settlements,
Basel
Society for Worldwide Interbank Financial Telecommunications (S.W.I.F.T.),
Belgium
Interstate Bank,
Moscow

Currency

Bank of Russia % share
as of 1.01.2008
in authorised
in voting
capital
capital
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