Bank of Russia

The Central Bank of the Russian Federation

CE

~ o
- 97 S o
FJ’/ qa ‘.W‘ .\

RUSSIAN FINANCIAL SECTOR
Investorpresentation
July 2019




Bank of Russia

The Central Bank of the Russian Federation

CONTENTS

=
Q
e
()
>
O
o
7))
0
-
ad
Y
@
X
-
M
m

Evolutiong 4
Reformsg 7

Compliance with international
standards; 8

International cooperatiorg 9

Financial market development
strategyg 10

Newsletter¢ 11

Russian Macro Update

Key indicatorg 14
Macrofinancec 15
Inflation¢ 16

Inflation expectationg 17
Economic forecasts 18
Monetary policyg 20

Russian Financial Sector

Banking sectog 22
Financial stability 34
Securities market, 35
Corporate governance44
Countering malpractice 45
Investment fund<; 46
Non-state pension fundg 47
Insuranceg 48
Commodities; 49
Microfinancec 50

Fintechg 51

Market place- 53

Payment infrastructure 54
Consumer protectiorg 57
Financial inclusiog 58
AML/CFT; 59
Cybersecurity, 60



Bank of Russia

The Central Bank of the Russian Federation

BANK OF RUSSOVERVIEW




Bank of Russia BANK OF RUSSIA: OVERVIEW 4

The Central Bank of the Russian Federation

EVOLUTION (1)

2013¢ CBR becomes an IAtf&mber as well as IOSCO member

2001¢ Law onAML/CFT . . . . .
) 2014¢ Inflation targeting regime with 4% mediutarm target rate
2002¢ Law on theCentralBank of theRussian ¢ Introduction of a floating exchange rate regime
Federation G Approval of a new corporate governance code
Central Bank of Russia 2003¢ Russia becomes FATFnember ¢ National Card Payment System Jefitock Company
(CBR)founded in 1990 ¢ Start of the IFRS reporting project (AO NSPHKgstablished
¢ Law on deposit insurance 2015¢ Signing of the IOSCO Multilateral Memorandafm
2005¢ Introduction of corridor folUSD&EUR basket Understanding o
) o within the exchange rate polidyamework ¢braAzylt LI &Y ssfablishad o R Sei a & b
1990¢ Lawon banksand bankingactivities 2009¢ CBR becomes a BCBS member cardissue started
¢ Lawon Centralbankof RSFSR ¢ CBR becomes a CPMI member 2016¢ Banking regulation in Russia assessed as compliant with
1992¢ Russidbecomesan IMFmember . . Baselll, Basel 2.5 and Basel Ill (RCAP)
2010¢ Introduction of floating exchangete ] ) 7 )
1995¢ Lawon Centralbankof RSFSRimendments corridor 2017¢ Introduction of proportional regulation in banking sector
Introduction of new financial rehabilitation mechanism
1996¢ CBFbecomesa BISmember 2011¢ Law on National Payment System ¢ e
2018¢ Bank of Russia joins MMoU IAIS
= o . < - >
1990 1995 2000 2005 2010 . 2015 2020
L g ® * ® Focus on Russian financial
1992¢ MICEX established 2002¢ First edition of the Russian corporate conduct code . market development
G Law on insurance busmess 2003¢ Law on mortgagdacked securities
1995¢ RTS exchang-e. established 2011¢ Law on insider trading
1996¢ Law on securities market ¢ MICEX and RTS merge into the Moscow Exchange poee- éE)_ ST
. ; ¢ FISS joins FFMS and the latter becomes insurance market | 1 !
1996¢ Law on jointstock companies regulator | CBR becomes the!
1999¢ Law on protection of rightsf ' i
¢ se(\;\llJritieg marklet invelsqfors 2012¢ National Settlement Depository obtains status of tBentral | met%z;r%guuslzitgg of !

Securities Depository (CSD) of Russia financial sector

2013¢ National Clearing Center obtains status of the first qualified iy

Federal Financial Markets Central CounterpartyCCP) in Russia

Service (FFMS):
founded in 1993
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EVOLUTION (2)

Monetary policy frameworklievelopment

2006 2008 2009 2012 2013 2014
Inflation targeting | Active inflation Liquidity Transition deadline | Key rate introduceq Floating exchange
announced targeting management set rate introduced | Dac. 2017 Dec. 2018

Inflation targeting is
represented as a

midterm goal in the
aazySul NE

communications

Instruments are
developed, the
interest rate corridor
is narrowed

actz2ladAay3
inflation targeting
0 HAaAMpE

N} GS |yR

Inflation below 4%

(2.5%- all-time low
in July 2018)

Inflation 4.3%

t
DdzA RSt Ay §la¢

-O0—0O

% .

2015

Transition to the
inflation targeting
regime iscompleted

2008-2014
Flexible band

1998-2008

Narrow band

Medium-term inflation
target is around 4%

Since Nov. 2014

Monetary policy framework development )
Free floating Ruble

Exchange rate regime development
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EVOLUTION (3)

Bank of Russia supervises the following key segments

: Payment Non-state pension
Banking sector :
infrastructure funds
Market Securities market,
infrastructure, Asset managers including securities
including fair pricing market professionals

Credit rating

: Insurance sector
agencies

Microfinance




Bank of Russia

The Central Bank of the Russian Federation

REFORMS

Promoting price and financial stability, fair competition, newest technologies and best practices

/ . Monetary policy / \ Market infrastructure
‘5 P | Inflation targeting regime adopted with a 4% / \‘ Benefits from infrastructure put in place, tax and
| mediumterm target rate pursuedusingconventional ' l ) regulatoryreforms (T+2, CSDand accesof ICSDsyp-

X / monetarypolicyinstruments \8 0/ to-date CCPIndividualinvestmentAccounts)

o Marketplace project infrastructure is developed ¢
launchof the platformis plannedfor 2019

Banking regulation and supervision

/ \\\ Bankingsector rehabilitation in progress,new f,// — \ Corporategovernance

D | ‘ bankresolutionmechanisnintroduced ‘1\ _I JS companies segregation into public and non-public,

\ / Proportional regulation introduced and an \ / corporateactionsreform, new corporategovernancecode

~— advanced|IRB approach for the largest banks adoptedin 2014 listing rulesbasedon the new corporate

graduallyphasedin governanceode,listingcommitteesestablished
ok ol e Sesell . Paymentnfrastructure
AML/CFTsupervisionof credit and non-credit | E \3 Russiarpaymentsysteminfrastructure developedand
financial institutions (according to the \\\ / currently in use by all leading international payment
Regulatory Consistency Assessment Program systems
(RCAP2016 o Paymentinfrastructuremonitoringandsupervision

Systemfor transfer of financial messageqSPFShas
beendeveloped
TheFasterPaymentsSystemaunchedin January2019

New macroprudentialregulation mechanismin
force ¢ add-onsto risk ratios are introducedand
setby the Bankof Russid@Boardof Directors

Settingup anationalratingindustry- only credit / \ Pension system
ratingsof Russiamationalagenciesnay be used — Guarantegund mechanisnintroduced
for regulatory purposes \ / Investment horizon for non-state pension funds
\\ / extendedto 5 years
o Individualpensioncapital (IPClaccountslegislationis
underdevelopment

\
|
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The Central Bank of the Russian Federation

COMPLIANCE WITH INTERNATIGINMNNDARDS

Russia complies with or implements key international standards and best practices

Banking regulation is compliant with
Baselll, 2.5 and Basellll (RCAR016

w dza a Anti-NIbaey Launderingsystem is
compliantwith FATFRecommendations

Bankfor International Settlements,|AlSand
IOSCO Principles for financial market

High FSARyradesin all surveyedsegments, @ infrastructures  (PFMI)  are  being
including securities market, insurance and implemented
paymentinfrastructure OICU-OSCO Upon monitoring the implementation of
the PFM| the CPMI gave Russiathe
highestpossiblerating
)
& Russiaanks National Settlement Depository is eligible
THE WORLD #31 in DOINGBUSINES3019 for custody arrangementsunder Rule 17f-7
N Ratings(#35 in 2018) of the USInvestmentCompanyActof 1940

Russiais a party to the Articles of
Agreementof the IMF and upholds free
movementof capital

Insurancesector has started implementing
Solvencyll Europearprinciples
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INTERNATIONAL COOPERATION

Bank of Russia cooperates with international financial institutions, regulators and associations

’\ BANK FOR
INTERNATIONAL
" SETTLEMENTS

E N
I&QPS G20

INTERNATIONAL ORGANISATION
OF PENSION SUPERVISORS

@ THE WORLD BANK ~ WORLD TRADE ‘__"_:'.4/
IBRD « DA RGANIZATION /

% (ICHOSCO

E AEU Eurasian OF EUROPE  DE LEUROPE
Economic
Union COMMITTEE OF EXPERTS ON THE
EVALUATION OF ANTI-MONEY
LAUNDERING MEASURES AND THE

(MONEYVAL)

FINANCIAL
F B STABILITY FINANCING OF TERRORISM
o B R I CS

Safe,
Efficient
Markets

EAC ISDA
\\\ ICMA o @IAIS @)oecD

V]| INTERNATIONAL ACTUARIAL ASSOCIATION -
I1AA INTERMATIONAL ASSOCIATION OF BETTER POLICIES FOR BETTER LIVEE

International Capital Market Association ASSCCIATION ACTUARIELLE INTERNATIONALE
IMSLURAMCE SUFERVISCIRS



