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Evolution (1)

2013¢ CBR becomes an IAIS member as well as IOSCO member

2001¢ Law on AML/CFT . . . . .
S 2014c¢ Inflation targeting regime with 4% mediutarm target rate

Securities Depository (CSD) of Russia financial sector

Federal Financial Markets 2013¢ ggﬂgg?lcgerig?gaﬁen(tce:g;?t;ins sst;iit;s of the first qualiied  ®======omoooooss--
Service (FFMS): unterparty u

founded in 1993

2002¢ Law on the Central Bank of the Russian ¢ Introduction of a floating exchange rate regime
Federation G Approval of a new corporate governance code
Central Bank of Russia 2003¢ Russia becomes a FATF member ¢ National Card Payment System Jefitock Company
(CBR)founded in 1990 ¢ Start of the IFRS reporting project (AO NSPK) established
¢ Law on deposit insurance 2015¢ Signing of the IOSCO Multilateral Memorandum of
2005¢ Introduction of corridor for USD&EUR basket Understanding L ) )
_ o within the exchange rate policy framework GbruA2ylt LIkeyYSyu aeauSY aaiNE
1990¢ Lawon banksand bankingactivities 2009¢ CBR becomes a BCBS member card issue started
¢ Lawon Centralbankof RSFSR ¢ CBR becomes a CPMI member 2016¢ Banking regulation in Russia assessed as compliant with
1992¢ Russidbecomesan IMFmember ) i Basel Il, Basel 2.5 and Basel Ill (RCAP)
2010¢ Introduction of floating exchange rate ] ) o )
1995¢ Lawon Centralbankof RSFSRimendments corridor 2017¢ Introduction of proportional regulation in banking sector
Introduction of new financial rehabilitation mechanism
1996¢ CBRbecomesa BISmember 2011¢ Law on National Payment System ¢ S
2018¢ Bank of Russia joirdMoU IAIS
o o = & s — >
1990 1995 2000 2005 2010 .. 2015 2020
© ~ S ~ Focus on Russian financial market
1992¢ MICEX established 2002¢ First edition of the Russian corporate conduct code development
G Law on insurance busmess 2003¢ Law on mortgagéacked securities
1995¢ RTS exchang-e. established 2011c Law on insider trading
1996¢ Law on securities market ¢ MICEX and RTS merge into the Moscow Exchange oo éa_:% ------- .
i ; ¢ FISS joins FFMS and the latter becomes insurance market | 1 |
1996¢ Law on jointstock companies regulator | CBR becomes the
1999¢ Law on protection of rights of . . ) i megaregulator of |
securities market investors 2012¢ National Settlement Depository obtains status of the Central : the Russian :
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Monetary policy framework development

2006 2008 2009 2012 2013 2014

Inflation targeting Active inflation Liquidity Transition deadline Key rate introduced | Floating exchange

announced targeting management set rate introduced Dec. 2017 Dec. 2018

aa?z

Inflation targeting is
represented as a
midterm goal in the

DdzA RSt Ay Salé

communications

SGIFNE |t2fA08

Instruments are
developed, the
interest rate corridor
is narrowed

actz2riadAay3
inflation targeting by
HAMp €

NI @S

by R

Inflation below 4%

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

Inflation 4.3%

O

1998-2008

Narrow band

. Monetary policy framework development
. Exchange rate regime development

2008-2014
Flexible band

2015

Transition to the inflation
targeting regime is
completed

Medium-term inflation
target is around 4%

Since Nov. 2014
Free floating Ruble
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Evolution (3)

Bank of Russia supervises the following key segments

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

Credit rating

: Insurance sector
agencies

Microfinance
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REFORMS

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

Monetary policy

Inflation targeting regime adopted with a 4% medium
term target rate pursuedusing conventionalmonetary
policyinstruments

Banking regulation and supervision

Bankingsectorrehabilitationin progress,new bank
resolutionmechanisnintroduced

Proportional regulation introduced and an
advanced IRB approach for the largest banks
graduallyphasedin

Banking regulation compliant with the Basel ll,
Basel 25 and Basel lll standards, maintaining
AML/CFT supervision of credit and non-credit
financial institutions (accordingto the Regulatory
ConsistencyAssessmenProgram(RCAP2016)

New macroprudential regulation mechanism in
force ¢ addons to risk ratios are introduced and
setby the Bankof RussiaBoardof Directors

Introduction of PTI ratio for macroprudential
regulationpurposesstartingOctoberl, 2019

Settingup a national rating industry - only credit
ratingsof Russiamationalagenciesnaybe usedfor
regulatory purposes
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Market infrastructure

Benefits from infrastructure put in place, tax and
regulatoryreforms (T+2, CSDand accesof ICSDsyp-to-
date CCPIndividuallnvestmentAccounts)

Marketplaceproject infrastructureis developedc launch
of the platformis plannedfor 2019

Corporate governance

JS companies segregation into public and non-public,
corporate actions reform, new corporate governancecode
adopted in 2014 listing rules basedon the new corporate
governanceode,listingcommitteesestablished

Payment infrastructure

Russianpayment system infrastructure developed and
currently in use by all leading international payment
systems
Paymentinfrastructuremonitoringandsupervision
Systemfor transfer of financialmessagegSPF)asbeen
developed

TheFasterPaymentsSystemnaunchedin January2019

Pension system
Guaranteefund mechanisnintroduced
Investment horizon for non-state pension funds
extendedto 5 years
Individual pension capital (IPC)accounts legislation is
underdevelopment
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BANK OF RUSSIA: OVERVIEW

COMPLIANCE WITH INTERNATIONAL STANDARDS

Russia complies with or implements key international standards and best practices

THE WORLD
BANK

IBRD - IDA

w dza aAnti-Mbaey Launderingsystem is
compliantwith FATFRecommendations

High FSARyradesin all surveyedsegments,
including securities market, insurance and
paymentinfrastructure

Russiaadvanced ta#28in global
DOIN@BUSINES3020 rankings from
31t in the 2019 report
(#351n2018, #40 in 2017)

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

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

Bankfor International Settlements,|AISand
IOSCO Principles for financial market
infrastructures  (PFMI)  are being
implemented

Upon monitoring the implementationof the
PFMI| the CPMIgave Russiathe highest
possible\rating

National Settlement Depository is eligible
for custody arrangementsunder Rule 17f-7
of the USInvestmentCompanyActof 1940

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

i

Fin
I’gs_-f)“PS G20

INTERNATIONAL ORGANISATION
OF PENSION SUPERVISORS

FINANCIAL
STABILITY
BOARD

IBRD - IDA ORGANIZATION

& (ICHOSCO

E AEU Eurasian OF EUROPE  DE LEUROPE
Economic
Union COMMITTEE OF EXPERTS ON THE

EVALUATION OF ANTI-MONEY
*

@ THE WORLD BANK  WORLD TRADE "'%
“"-""'_y

LAUNDERING MEASURES AND THE
FINANCING OF TERRORISM
(MONEYVAL)

Monctary Authority of Singapore

* *
* *
European Securities and
B A Safe, * esm Markets Authority
"’ ' Efficient * *
» | Markets * * *

weurity Together

F¥N| INTERNATIONAL ACTUARIAL ASSCCIATION - BETTER FOLARES EOR —
1AA INTERMATIOMAL ASSOCIATION OF £ BETTE E

International Capital Market Association ASSOCIATION ACTUARIELLE INTERNATIONALE
IMSURANCE SUFERVISCIRS

%}‘ ICMA o @IAIS @)oeco
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NEWSLETTER (1)

Key news from the Russian financial market

The Bankof Russiaconsidersintroducingadd-onsto risk weightsfor mortgageloansdependingon both the PTland LTV
17 DecemberR019 | ratios effectivefrom 1 July2020 Thesuggestedscaleof add-onsis presentedin the report issuedfor public consultations
(in Russian)

1 October 2019 Starting1 October2019 banksare required to calculateO dza 2 RT§péET@ntto-income)ratio. Add-onsto the risk
weightsappliedto consumetdoansare setby the Bankof Russialependingon both the PTlandthe effectiveinterestrate.

Dailyamountof regularforeign currencypurchasesn the domesticmarketunderthe fiscalrule is:

RUB9.3 bn from 6 Decuntil 14 Jan2020 RUBS8.9 bn from 6 Sepuntil 4 Oct2019
RUB11.4 bn from 8 Novuntil 5 Dec2019 RUBL11.2 bn from 7 Auguntil 5 Sep2019
RUB9.2 bn from 7 Octuntil 7 Nov2019 RUB10.0 bn from 5 Juluntil 6 Aug2019

New standardisedapproach to credit risk assessmenm accordance with
G . I & BimalisinpdstONA & A 4 NBF2NXAEY

At the first stagein June2019 lower risk-weightsfor sovereignexposuresn foreign currencyandfor lendingwith export
guaranteesareimplemented(from 100%to 50%).

3 July 2019 Effectivefrom Januaryl, 2020

A Corporate exposureswill receivea 100% risk weight, except (1) & A y @ S BINY RegRibrates(65%); (2) smalland
mediumentities (SMESs)i.e. corporatewhere the reported annualincomeof the consolidatedgroup of the counterparty
islessthan or equalto €50 million (85%); and (3) 6SpecialisedendingS E LJ2 & (82NB0%)E

A All bank exposureswill be classifiedinto one of three buckets(GradesA (A*), Band C definedin the BCBSlocument)
with assigningof risk-weights from 20% to 150% dependingon the 0 | Y $olvéhcylevel and meeting of minimum
regulatoryrequirementsandbuffers

31 Mav 2019 The Bankof Russiaraisedrequired reserveratios on liabilities to individuals in foreign currency for credit institutions
y by 1 percentagepoint to 8.0%, effectivefrom 1 July2019



http://www.cbr.ru/Content/Document/File/94935/Consultation_Paper_191217.pdf

@ Bank of Russia

NEWSLETTER

Key news from the Russian financial market

28 January 2019

The FasterPaymentsSystemlaunchedand is setto enableindividualsto makeinstant transfersto eachother 24/7/365
usinga mobile phonenumberq regardlesf in which banksthe senderandrecipienthavetheir accounts

25 January 2019

TheBankof Russiaccommencedrom 1 February2019deferred foreign currencypurchasesn the domesticmarketunder
the fiscalrule to compensatefor the regularpurchasessuspendedn 2018 Thesepurchasesare carried out graduallyin
the 36 monthssincethe launchdate with the dailyamountof RUB2.8 bn.

1 January2019

A Capital conservationbuffer raisedin accordancewith the scheduleapprovedby the Bankof Russia it will stand at
1.87%%from 1 January2019 2.0%from 1 April 2019 2.125%from 1 July2019 2.25%from 1 October2019 and 2.5%
from 1 Januarn2020

A TheSIFlcapital buffer (appliedto 11 systemicallymportant Russiarbanks)remainsat 0.65%throughout2019,

A Theminimum LCRequirementsfor SIFlraisedfrom 90%to 100% in accordancavith the Baselll standards

A Thedepositinsurancesystemcoverssmall S y (i S NIfoNds apR&E0o 1.4 min depositedwith Russiarbanksthat
havejoinedthe depositinsurancesystem

A Systemicallyimportant banksstart to calculatethe ratio of maximum concentration of exposure per borrower or
group of related borrowers and report it to the Bankof RussiaBasedof the resultsof monitoring this indicator, the
Bankof Russiawill makea decisionon the termsandspecificdor settingit asa requiredratio.

28 Decembel018

The Bank of Russiahas permitted Raiffeisenbankto use internal ratings-based (IRB) approach for the purpose of
calculatingegulatorycapital(effectivel Feb2019).

14 December 2018

The Bank of Russiasumed regular foreign currency purchasmsthe domestic market undehe fiscal rule thatvere
suspended in 2018, startirkp January 2019.

1 October2018

A TheBankof Russiacompletedtransition to the new macroprudentiakegulationmechanismby introducingrisk weight
add-ons for capital adequacycalculation by credit institutions while bringing standardrisk weightson assetsin line
with Basellll requirements(effective8 Oct).

A Riskweight add-ons for mortgageloans and loansfor construction co-funding with LTV> 80% are set at 100% i.e.
200% risk-weight will be appliedto suchloansextendedafter 1 January2019 Theadd-on is only effective aslong as
the loanto-valueratio exceeds80%

A Thecountercyclicakapital buffer for Russiarcreditinstitutionsis retainedat 0%of risk-weightedassets
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KEY INDICATORS

Russian economy started to recovei2016 and has moderateid the beginning 02019

Figure 1: Real GDP growtiinamics (Yq o) Figure 2Private consumption and investment dynamigsY, %)
8.0 ——Private consumption ——Investments
15
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Figure 3: Russian Ruble volatility remains low while inficeging Figure 4. Retail sales and real wages dynamics (YoY, %)
——Real wages ——Retail sales
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Source: Bank of Russkpsstat
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MACROFINANCE
Solid fiscal and external positions
Figure5: Current account surplus amounted to USI3 bnin 2018
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Figure 6: Strong fiscal position: budget consolidation and fiscal rule
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Figure 7: Significant international reserves assuring financial stability Figure 8: Sovereign debt to GDP lowest in both EM and DM spaces
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Source: Bank of Russia, Bloomberg, Ministry of Finance
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INFLATION
Mediumterm inflation target successfullypet in 2019
Figure 9: Inflation (YoY, %)

CPl ¢ «e«eNon-food products Food eeeeeServices e Key rate
20% 20%
18% 18%
16% I January 2016: Oil prices reach their lowest level in a decade 16%
14% 14%
12% \ 12%
10% N 10%
- 'oo.:.:Q..zz:o..... 8%
6% \ 6%
4% + ] e e ———-v-n--u--u—— 'L--.-,.-.-.—---.-:-,w,wm:-:-ui.'.i" —--——-—.m L%
Mediumterm inflation target B
2% 2%
0% 0%

06.15 09.15 12.15 03.16 06.16 09.16 12.16 03.17 06.17 09.17 12.17 03.18 06.18 09.18 12.18 03.19 06.19 09.19 12.19

Source: Bank of RussRpsstat Inflation is3.5% asof November 8, 2019
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INFLATION EXPECTATIONS
Households and businesses inflation expectations remain elevated
2017 2018 2019

Expecthorizor] Il \Y I Il llI* | Oct Nov Dec| Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov
Inflation expectations (absolute numbersyo
Households
FOM(median,expected inflation) [Next 122monthy 9.6 8.7 | 85 9.8 10.1| 9.3 9.8 10.2(104 101 91 94 93 94 94 91 89 86 83
FOM(subgroup with savings  [Next12monthy 94 83| 80 90 92|87 91 91|85 91 80 86 86 83 86 89 84 76 7.3
FOM(subgroup without savingsNext 12 monthy 9.8 9.0 | 8.8 10.3 10.5| 9.8 10.3 10.8(11.2 108 98 99 99 100 9.7 93 92 95 89
FOM (median, observed inflationPasti2 months| 11.2 10.0| 9.2 10.6 10.2|10.1 10.1 10.2|10.1 10.6 100 10.5 104 102 99 100 99 94 8.7
FOM(subgroup with savings |Past12monthy 10.3 9.8 | 8.4 9.7 10.01 9.2 93 92|91 94 92 99 97 90 95 92 94 82 7.6
FOM(subgroup without savingsPast 122monthg 11.7 10.2| 9.6 11.2 10.4|10.6 10.6 10.8|10.6 11.4 10.8 10.9 10.8 11.1 10.2 10.3 10.4 10.2 9.2
Professional analysts
Bloomberg 2019 40 47 |45 46 45|47 46 47 45 45 45 42 42 38 36 36
Bloomberg 2020 40 40 40 40 40 40 39 39 40 38 38
Bloomberg 2021 40 40 4.0 40
Financial markets
OFZN (option not subtractedl 2023 42 39139 47 55|53 51 5149 47 46 46 43 39 37 35 32 30 28
OFZN (option not subtractedl 2028 47 55|53 53 52|50 49 49 48 45 41 39 38 35 32 32
Inflation expectations (balanced index)
Households
FOM Next12monthy -3.6 05 |-3.2 9.1 98| 79 143 206|186 115 80 56 65 54 11.2 84 59 83 69
FOM Nextmonth [-16.3 -17.1|-161 0.2 -40|-63 -69 -34| 20 -83 -100 -80 -108 -146 -122 -153 -15.3 -124 -13.8
Businesses
Bank of Russia monitoring Next3months | 76 7.4 | 6.8 10.1 12.6|13.2 139 16.6|18.7 128 106 96 9.3 99 90 88 83 82 83
PMI manufacturing input prices |Currentmonth | 14.6 14.2| 16.4 40.6 38.2|25.6 26.2 25.0/36.6 28.0 324 186 124 92 7.2 104 86 10.2 6.4
PMI manufacturing output prices|Currentmonth | 8.2 3.0 | 3.0 13.2 13.6| 74 110 5.0 |17.0 204 122 74 38 30 10 48 08 26 14

*As of the quarter end

**Balanced index is the difference between the shares of those who expect pritssaad to fall

SourceFOM,Rosstaf BloombergBank of Russia
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ECONOMIC FORECASTS (1)

Medium-term outlook for the Russian economy

YSea LI N}YSGSNBR 2F GKS . Fy{ 2018 BASELINE
(growth as % of previous year, if not indicated otherwise) = (actual) 2019 2020 2021 2022
Urals price, average for the year, US dollars per barrel 698 64 55 50 50
Inflation, as % in December yeamn-year 4.3 2.9¢3.2 3.54.0 4.0 4.0
Inflation, average for the year, as % yearyear 2.9 45 3.03.4 4.0 4.0
Gross domestic product 2.3 0.81.3 1.5¢2.0 1.5¢2.5 2.0¢3.0
Final consumption expenditure 1.8 1.3¢1.8 1.5¢2.0 1.5¢2.0 1.8¢2.3

¢ households 2.3 15¢2.0 2.0¢2.5 2.0c2.5 2.0¢2.5
Gross capital formation 0.8 0.5¢1.5 3.5¢4.5 3.5¢4.5 2.5¢3.5

¢ gross fixed capital formation 2.9 0.0¢1.0 3.5¢4.5 3.5¢4.5 2.5¢3.5
Exports 5.5 b(1.3¢1.8) 2.0¢2.5 2.0c2.5 2.5¢3.0
Imports 2.7 0.0c05 3.0¢3.5 3.5¢4.0 2.5¢3.0
Money supply in national definition 11.0 8cl11 7¢12 7¢12 7¢12
Banking fystem claims on the economyrimblesand foreign 115 8c11 7c12 7c12 7c12
currency

¢ claims on organisations in rubles and foreign currency; 8.4 58 6c10 6c10 6c10

growth as % over year

¢ claims on households miblesand foreign currency; 290 17620 MA b M MAb Mp MAb Mp

growth as % over year
* Banking sector claims arganisationd Y R K2 dza SK2f Ra YSFkya |t f 2-finanti& &d finanyidl iksiit@iona shdhoasttiblds inthe | A Ya 2
currency of the Russian Federation, a foreign currency and precious metals, including loans issued (including overover do@nisterest on loans, credit
AyailAabdziazyaQ Ay@SaaySyid Ay RSod FyR Sldzaideé asS O dzNRMinanGakand figaRcialidstBuNoRsian@other y 2 (1 ¢
accounts receivable from settlement operations involving-ireemncial and financial institutions and households.

Source: Bank of Russia
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ECONOMIC FORECASTS (2)

Medium-term outlook for the Russian economy

wdzaaAl Qa ol fFyOS 2F LI &YS 2018 BASELINE
(billions of US dollars) (actual) 2019 2020 2021 2022
Current account 113 79 52 34 23
Balance of trade 194 164 138 122 116
Exports 443 414 392 385 392
Imports 249 250 254 263 277
Balance of services -30 b33 b35 b37 b40
Exports 65 63 63 65 67
Imports 95 97 98 101 107
Balance of primary and secondary income -51 b52 bpwm bpH bpo
Current and capital account balance 112 78 52 34 23
Financial account (excluding reserve assets) 77 17 14 9 9
Government and the central bank 9 L4 bc L c L c
Private sector 68 40 20 15 15
Net errors and omissions 2 3 0 0 0
Change in reserve assets (&Hncrease,-' ¢ decrease) 38 64 38 25 14

"TaAy3d GKS YSiKz2R2t238 2F (KS cliK SRAGAZ2Y 2F 4.1t yOS FRFYOREYSY DO®2dyyR K@ S
f Sy R« gfa et hinrrowing. Due to rounding total results may differ from the sum of respective values.

Source: Bank of Russia
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MONETARY POLICY

C Inflation slowdownis overshootinghe forecast

C | 2 dz& S KnflatioR éxgectationscontinueto decreasePriceexpectationsof businessesemain
overallunchanged

C The growth rate of the Russianeconomyincreasedin Q3; however, its stability has yet to be
assessed

C Risksof a substantialglobaleconomicslowdownpersist
C Disinflationaryrisksstill exceedpro-inflationaryrisksoverthe short-term horizon

C In these circumstancesthe Bankof Russiahas lowered its annual inflation forecastfor 2019
from 3.2-3.7%to 2.9-3.2%

C Giventhe monetary policy stance,annual inflation will come in at 3.5-4.0% in 2020 and will
remain closeto 4%further on.

—Key rate, % per annum = |nflation, % YoY
12

10
8 _\_\_\_\_‘_\_h

—\—|_\_6!.25
6

. \\ /\35

2

0
Jan-17 Apr-17 Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Oct-18 Jan-19 Apr-19 Jul-19 Oct-19

Decision
as of Decembed.3, 2019

The Bank of Russia
cutsthe key rate by 25p
to 6.25% p.a.

Signal

GXLT GKS aAddz GA2y
line with the baseline forecast
the Bank of Russia will
consider the necessity of
further key rate reductiorin
the first half of 2020.

In its key rate decisiemaking,
the Bank of Russia will take
into account actual and
expected inflation dynamics
relative to the target and
economic developments over
the forecast horizon, as well a
risks posed by domestic and
external conditions and the
reaction of financial markets.

X¢€
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INTERNATIONAL RESERVES

Foreign exchange and gold assets by asset class

As of 31 March 2018 As of 31 March 2019 Change in
Assets billions of share of billions of share of April 2018 i March 2019
US dollars assets, % US dollars assets, % billions of US dollars

Government securities of foreign issuers* 230.3 50.1 193.7 39.7 -36.6
Deposits and account balances with foreign counterparties 93.6 20.3 140.3 28.8 46.7

Gold 79.2 17.2 88.6 18.2 9.4
Non-government securities of foreign issuers** 36.9 8 42.1 8.6 5.2
International organisations securities 12.6 2.7 12 25 -0.6
Reverse repo operations with foreign counterparties 2.5 0.6 5.9 1.2 34

Claims in foreign currency on Russian counterparties and issuers*** 3.6 0.8 2.4 0.5 11

Net position with the IMF 15 0.3 2.2 0.5 0.7

Claims on foreign counterparties on foreign currency supply 0 0 0 0 0

Total**** 460.2 100 487.4 100 27.2

* Securities issued by a foreign government or foreign issuers with explicit government guarantee.

** Securities of foreign issuers that are expected to almost certainly receive government support due to the special role or importance of their organisations in the economy of the country
or region (implied guarantee).

*** Claims on Russian credit institutions, Eurobonds of the Russian Federation and other Russian issuers.

**** The total value may differ from the sum of asset classes values due to rounding.

FigurelO: Bank of Russia foreign exchange and gold assetarbgncy  Figurell: Bank of Russia foreign exchange and gold assets by agdg, %
(%of market value)

*
mEuro mUSdollar mGold © Yuan mPounds sterling mOthers MAAA EAA EA - Gold mOther

0,
100% “ 100% (R § R s
_ 80% 17.2 18.2
80% ——
° 17.2 _— 13.7
60% e 18.2 60% \ 31.6
20% 20%
0% 0%
31 March 2018 31 March 2019 31 March 2018 31 March 2019
* The distribution takes into account unsettled conversion transactions as of 31 March 2018 and 31 March 2019. * Mainly claims on Russian counterparties and issuers

Source: Bank dRussia
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FINANCIAL MARKET DEVELOPMENT STRATEGY

Guidelines for the Development of the Russian Financial Market in-Z2021

The Bank of Russia Guidelines for the Development of the Russian Financial Marketqr2@R19
cover the following key areas and activities:

Building reliable Improving financial Developing market L .
@ financial @ inclusion and competitiveness @ Etnsl,)l.JI.r::ng financial
environment availability of capital 5 stability

A Involvement of financial A Introduction of individual A Implementation of integrated A Control for the population
consumer ombudsmen in pension capital accounts road map for developing indebtedness and prevention
disputes resolution ALYGNRRAZOGAZY 27F &oNREtiOn/ivarigus gepiers excessive risk accumulation in

A Increase of personal A Crowdfunding of Russian economy approved the segment

responsibility of management  z |niroduction of new rules for by the Government A Riskbased approach to

A Limited employment crediting privatepublic A Building biometric database insurance market participants
opportunities in financial sector  partnerships A Credit history bureau reform A Widening the list of financial
for malicious (unscrupulous) & Development of concession A Marketplace project launch non-credit institutions subject
people 3 projects A Faster payment system in force  tostresstesting

A Development of qualified A Marketplace project launch A Testing of digital identification A Improving the toolkit for
investor institute . : . latform macroprudentiaktress testing

A - A Introduction of financial platfol ] 3 N S
Increase of responsibility for - o jces access pointsmap A awS3dzt F i2NE Al yRo2EE LINR2$§O0
substandard sale of financial development

roducts A Development of remote p L

A P e e . . identification and unified A Lyl 2F wdzAaaiAl Qad gAGKRNI g1 €
Unified financial transactions biometric system from the capital of banks
register A Development of electronic undergoing resolution after

insurance services distribution their financial rehabilitation
channels

A Improving insurance services
inclusion in Russian regions
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® Bank of Russia

BANKING SECTOR: CURRENT AGENDA

Shaping davourableoperating environment and supporting market competition

Proportional banking regulation:differentiating
regulatory burden for banks based on their size
and simplifying requirements for smaller banks

focused on retail and SME lending

J7

New resolution mechanismreducing financial
costs and execution period of the resolution
procedure

Introduction of PTI ratioin order toregulatethe
consumer lending market more efficiently

Development of banking supervision:
introduction of the Basel Committee on Banking
Supervision (BCBS) standard on capital
requirements for banks™ equity investment in
funds (since December 16, 2017)

Riskoriented supervisionaiming to remedy
problematic situations in banks at an early stag

je

Development of macroprudential regulation:
streamlining the regulation, introducing
countercyclical approach

New regulations to the credit bureaus:
authorisingseveral strategic credit bureaus with
the function of aggregating information on deb

payments

I
[

Basel Il and Il in forcd:everage ratio (except fo
banks with basic license), NSERr Domestie
SIBs

-
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BANKING SECTOR: PROPORTIONAL REGULATION

Differentiating regulatory burden for banks depending on their size

Regulatory burden depends on license type

A Minimum size of capital (own funds)
RUB300mIn

A Only 5 mandatory requirements, A Minimum size of capital (own funds)

including H1.0, H1.2, H3, H6, H25 ratios ¢ RUB bin

A Limitations on international operations A May carry out all banking

A Simplified disclosure rulesiot required operations set forth by the law
to disclose information on accepted risks,
their assessment or management
procedures, or any information on

A" All mandatory requirements set b
the Bank of Russia must be met

N33

Systemically important
financial institutions (SIFI)
are subject to:

financial instruments included in the A Must be compliant with all
calculation of their own funds (capital) international standards A Higher capital adequacy requirements
A Technically complicated international A Financial reporting fully compliant -
standards are non applicable with RAS and IFRS _A Advanced risk management approach
BASIC LICENSE UNIVERSAL LICENSE

On 1 June 2017, Federal Law NoFZ2dated 1 May 2017 came into force. It envisages the introduction of proportional regdisgigned to set
up a regulatory balance for banks differing in scale and in the nature of operations. 138 banks hold basic licenseigastatdl8.
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BANKING SECTOR: NEW RESOLUTION MECHANISM

Under new mechanism both costs of resolution and time required have been reduced significantly

RUB 758.®n List of banksunder financialrehabilitation procedure
RUB 2.6 trhavebeen for additional capitalizatior 1 Bank FOtkritie (merged with B&N Bank)
provided to three banking 2 Promsvyazbank
groups Qtkritie, B&N, 3 NationalBankTRUST (with ROST Bank and AVB Bank)
Promsvyazbank RUB 1.86n 4 AsianPacific BankAPB)
for liquidity (deposits)* 5 Moscow Industrial Banfmergedwith VolgaOkaBank,
VOCBANK November2019)
RUB 156.1 bifor the On July 2, 2019 the Bankof w dza aBoarddfDirectorshas decidedto
establishment of BNA** complete the implementation of bankruptcy prevention measuresfor

Bank FCOtkritie. Currently,the Bankcomplieswith all Bankof wdza a A I Qa
statutory requirementsfor financialresilienceand creditworthiness

RUB 42.7 bifor additional

capitalization of Otkritie Bank Promsvyazbank complies with all capital adequacy and liquidity

requirementsand operatesits businessin its usualway. The bank fully
repaidCBRiepositsplacedin the bankduringresolutionprocess

Additional RUB 9.0 brfor additional ¢ As a result of the financial resolution measuresand implementation
RUB 379.1 br apitalizationof APB of a new businessmodel in the AsianPacificBank its financialstanding
has been stabilised new capital has been formed, outflow of its Of A Sy 0 a Q
funds has been stopped, its solvencyhas beenrestoredandthe . I y1 Qa

RUB 128.Dn for additional
capitalizationfor MIB andRUB 39.%n
for liquidity (deposits)

profitability hasbecomestable The Bankis supposedto be soldin 2020
after it disclosesinformation about its 2019 performanceto the public,
includingpotentialinvestors

On12 July2019 the Bankof Russiaapprovedamendmentsto the plan of

RUB 2.7bn for additional capitalizatior

- for VOCBANK its participation in bankruptcy prevention measuresfor the Moscow
Industrial bank (MIB). Theseamendmentsprovide for the Bankof Russia
* Have been fully repaid by the end of 2018 to allocate128.7 billion rublesfor recapitalisatiorpurposes

*BNA ¢ Bank of norcore assets based on NB TRUST, ROST BANK and Bank AVB
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BANKING SECTOR: KEY FIGURES
Active supervision and tighter regulation allowed to strengthen the health of the banking sector
Figurel2: In 20132018 more thar50licenses were revoked causing Flgure13 Banking sector profitability restored to record high levels

Ffy2ad y2 AYLIOG 2y GKS oFylAy3a asSodz2Nna G2dFt Faasdda
mmmm Number of credit institutions, lhs Banking sector assets, RUB tn, rhs mmmm Profit, bln RUB, Ihs  ——ROA, rhs ROE, rhs
M HAAN 112 M Yy A 1696 ~ 18
978 923
M N 96 M pAan 15
800 p= 80 M H 1 fggy 12
600 454+ 64 900 9
400 48 600 6
200 I l 32 300 3
0 16 0 0
2011 2012 2013 2014 2015 2016 2017 2018 10m19 2013 2014 2015 2016 2017 2018 10m2019
*414 banks andi0 non-banking credibrganisations
Figureld: Loans and deposits volume (Rt and growth rates Figurel5: Banks hold an acceptable level of capital under Basel |
mmmm Corporate and retail loans, lhs Corporate and retail deposits, lhs _ _
Loans YoY growth*, % rhs Deposits YoY growth*, % rhs Capital adequacy ratio, N1.0, %
60 10.6 7.64 14 15 14. 2* 14.5* 142*
SN 1 14 Q N
50 8 13
451 5] 5
‘ 12
40 ""L‘ 2
51.3
30 -4 10
D W© © WO OO OMNNMNNNNNOGDODNONIWOMWOMO DO DO
dFd A A A A AAAAAAAAAAAAA A A A A A 2012 2013 2014 2015 2016 2017 2018 10ml9
NaoooanNnagTooonNaNSTOwmoaNNI G 0 S
A0 0 00110000 dd10000AdAAd0O0DOHA

*YoY ceyad;. by credit institutions operating as of the reporting date *excluding credit institutions under financial rehabilitation procedure
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BANKING SECTOR: FUNDING
The funding of the banking sector mostly comes from corporate and retail deposits
Figurel6: In October 2013orporate deposits grew by.7%YoY to RUB Figurel?: In Septembei2019 retail deposits demonstrated growth of

9.5%Y0Y, reaching RUB.4tn

mmm Retail deposits, RUB tn, lhs
YoY (ccy adj., by credit institutions operating as of the reporting date), rhs

27tn

mmmm Corporate deposits, RUB tn, lhs

——YoY (ccy adj., by credit institutions operating as of the reporting date), rhs
30 20%
28 27.1 27.0 159
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22 [3.8% 5.7%)09%
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Figurel8: Operations with the Bank of Russia,RUB
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Figurel9: Sources of funding, % of total liabilities

= Retail deposits
Central bank funding

= Corporate deposits
= Other sources

30.68%

28.15%

1.01.2015 1.11.2019
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BANKING SECTOR: LENDING

Retail loans remain the key driver of cregipansion although the pace of growth has started to moderate

Figure20: Corporate lendingncreased 4.2% YoY in October 2019

= Corporate loans, RUB tn, Ihs
——YO0Y (ccy adj., by credit institutions operating as of the reporting date), rhs
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34.0338 20%
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Figure21: Retail lending increaset®.8%YoY irOctober2019

mmm Retail loans, RUB tn, lhs
——YoY (ccy adj., by credit institutions operating as of the reporting date), rhs
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Figure22: Share of bad corporate loans* reach&dl.8% in October 2019, Figure23: Retail loans portfolio demonstrates improved quality: the

while the loan loss reserves to bad loans raoezounted for 86.2%

mmm Share of bad loans, lhs=——Loan loss reserves to bad loans ratio, rhs

14% 95%
11.8%
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* Loansclassifiednto quality categoryof IVandV accordingto the requirementsof RegulationNo.590-P2.

share of bad loans* reacheti0% in October 2019

= Share of bad loans, lhns =——Loan loss reserves to bad loans ratio, rhs
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Quiality categorylV ¢ high credit risk (probability of financiallossesdue to non-performanceor improper performanceof obligationsby the borrower requiresits depreciationby 51to 100 per cent),
Quality categoryV ¢ no possibilityof loanrepaymentdue to the 6 2 NN.2 igaSilyi@rrefusalto meet loan commitments,which requirescomplete (100 per cent) depreciationof the loan
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BANKING SECTOR: MORTGAGE SEGMENT

Mortgage lending isharacterisedy high (although fallingyrowth rates and decent asset quality

Figure24: Mortgage lending increaseti7.5%YoY irOctober 2019

mmm Mortgage loans, RUB tn, |hs
——YoY (ccy adj., by credit institutions operating as of the reporting date), rhs
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Figure26: Distribution of mortgage borrowers by LTV
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Figure25: Share of NPLs remains at historically low levels

Loan loss reserves to bad loans ratio, rhs

mmm \PL ratio, lhs

Figure27: Risk weights applied to mortgage loans

mend 2017 wmJanuary 1,2018 mJanuary 1, 2019 300%

300%
250% 200% 200%
200%
150% +50 +50
0
100% +50 +50
0
50% 100 100
0%
Loans for financing under Mortgages with Mortgages with
equity construction LTV>80% LTV>90%

agreements with
down payment <20%

Source: Bank of Russia
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BANKING SECTOR: UNSECURED CONSUMER LENDING

Unsecuredending markegrowth rate has somewhat moderated following mevacroprudentiakregulations
Figure28: Unsecured consuméending increase@2.6%yYoY irOctober 2019 Figure29: Risk weights applied to unsecured consumer loans, %

mmmm Unsecured consumer loans, RUB tn, |hs
—YoY (by credit institutions operating as of the reporting date), rhs

Figure30: Share of NPLs decreasedt0% in October 2019

mmm N\PL ratio, lhs
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Against the background of advancing growth in unsecured
consumerlending relative to K 2 dza S KredmR,d e Bank of
Russiarevisedthe scaleof risk weights for suchloansin 2017-
2018in orderto preventexcessiveisk-takingin this segment
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BANKING SECTOR: INTRODUCTION OF PTI

The Bank of Russia introduces a payment to income ratiefpdatorypurposes

Effective from 1 October 2019, the Bankrafssiaset addons to the risk coefficients depending on the payment to
income ratio (PTI) and the effective interest rate (EIR).

Valuesof add-onsto the risk coefficients
applied to unsecured consumer loans

PTlinterval, %
0-30 3040 4050 5060 6070 7080 80+ | subjectto calculationof PTI

0-10 0.3 0.3 0.3 0.6 0.7 0.9 1.1 . :
Higherlevelof add-onsare appliedto loans
10-15 0.5 0.5 0.5 0.7 0.8 1.0 1.2 with PTlexceeding0%

1520 0.7 0.7 0.7 11 1.3 1.4 1.6 Banks calculate PTI in accordance with
Appendix 1 to Bank of RussiaOrdinance
20-25 10 10 10 = Lolf = 20 No.4892 U when making a decision on

25-30 1.3 1.3 1.3 1.8 1.9 2.0 2.2 grantinga loan in the amount (total credit

amount)of 10,000 0r more or anincrease
30-35 2.0 2.0 2.0 21 2.2 2.3 2.5 in the total creditamounton abankcard

35+ 5.0 5.0 5.0 5.0 5.0 5.0 5.0

EIR interval, %

) Valuesof add-onsto the risk coefficients

Value of adebns 0.6 0.7 1.1 15 1.8 21 5o | for which PTI calculation is not
. : : : : : : obligatory
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BANKING SECTOR: INTEREST RATES

Interest ratesrending down again after a temporary pickup over 2019

Figure33: Max interest rate on retail
deposits in rubles of tofi0 banks and Bank )
2T wdzaaAl Qa L2t A0e NI

Retail loan rates = Corporate deposit rateg====Retail deposit rates Key rate

Figure31: Weighted average interest rates on  Figure32: Weighted average interest rates
loans in rubles, % on deposits in rubles, %

— Corporate loan rates
= Max retail deposit rate of top-10 banks
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BANKING SECTOR: DEDOLLARISATION

Dollarization of the banking sector has notably reduced over the last years

Figure34: Corporate FX lending declined significantly over the past fewFigure35: Retail FX loan portfolio is insignificant in size

years
mmmm Corporate loans, USD bn, lIhs—— Share of FX loans in total amount of loans, rt
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Figure36: Share of corporate and retail FX deposits in total amount of Figure37: Risk weights applied to the FX assets, %

deposits has fallen
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BANKING SECTOR: CAPITAL ADEQUACY

High quality capital base and solid capital adequacy levels under Basel Ill standards

Figure38: Capital adequacy ratio for the banking sector decreased
over from12.7%(1.01.16) t012.3%(1.11.19 mostly due to the
procedures of financial rehabilitation of the large credit institutions

18 MM n

16 M N
9009
14 nn
12 i y nn
10 ||| T na
o5 2
-
- 8 c nH
s
6 p nn
4 n nan
2 o nn
0 H nn
DO OWOOOOMNMNMNMNMNMNMNMNOOOOOWLWOGKLWOKWOWO O O O O
dAd A A A AAAAAAAAAAAAA A A A A A A
NN OOOANANATSOOOANANTOOOANNT OO
T O OO0 A 100001 dHO0O00O0OA1d1HO0O00O0O

mmm Ratio of own funds (capital) to risk-weighted assets (Basel Il N1.0 ratio)
mmmm Tier | capital ratio (N1.2)

Common equity Tier | capital ratio (N1.1)
—— Own funds (Basel Il capital), RUB bn, rhs

Figure39: Creditorganizations with capital exceeding RUB0R5
have lower buffer vs N1.0 minimum requirement due to the
economies of scale
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BANKING SECTOR: SYSTEMICALLY IMPORTANT FINANCIAL INSTITUTIONS

The Bank oRussia has approved the listSif~l1 and buffers for capital adequacy ratios

List of systemically important financial institutions Capital adequacy requirements
for capital adequacy ratios
1 Sberbank 29.1 Common equity Tier 1 capital ratio
2 VTB Bank 145 (N1.1) 4.50%
3 Gazprombank 64 Tier 1 capital (N1.2) 6.00%
4 Alfa-Bank 36 Total capital adequacy ratio (N1.0) 8.00%
2 RUESIEN Agr_lt_:ultural EFELTLT e Values of capital buffers 2017 2018 2019 2020
6 Bank FOtkritie 25 Capitalconcervatiorbuffer 1.25% 1.875% 250%  2.50%
7 Credit Bank of Moscow 2.3 SIFI buffer 0.35% 0.65% 0.6%% 1.0%
8 UniCredit Bank 14 Countercyclical buffer 0% 0% 0%
9 Raiffeisenbank 1.3 - . .
Minimum capital adequacy ratios for
10 Rosbank 1.2 SIFI 2017 2018 2019 2020
11 Promsvyazbank n/a N1.1 6.1% 7.0% 7.65% 8.0%
Assets as dflovembe019 N1.2 7.6% 85% 9.15% 9.5%
N1.0 9.6% 105% 1115% 11.5%

Systemically important financial institutions account f@#6 oftotal

assets othe Russian banking sector *Capital conservation buffer will be raised in accordancewith the

scheduleapprovedby the Bankof Russiahroughout2019¢ it will standat
1.875%from 1 January2019, 2.0%from 1 April 2019 2.125%from 1 July
2019 2.25%from 1 October2019, and 2.5%from 1 January2020
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MICROFINANCE

Microfinanceis a vital part of financial system complementing banks to provide better financial inclusion

MFIs

Microfinanceorganizations
(MFOs)

Consumer creditooperatives

<

Credit Housingommunities
Pawnbrokers

< < < <

Agricultural credit
cooperatives

Microfinanceinstitutions (MFIs)provide financialservicesor customers
with no accesgo bankingproducts,serviceregionswith an insufficient
bankpresence pffer financialproductsmissingfrom bankproductlines,
boostfinancialawarenessandhelp clientsbuild their credit histories

CBRkeepsa state register of MFIsand supervisedMFIsdirectly and via
SROsCurrentlythere areabout 15600 MFIcompanies

Roughly25% of the entire MFO microloan portfolio are microloansto
smallto medium enterprises(bearing8% interest rate thanksto state
supportviaMFOSs)

PaydaylLoansj.e. small,short-term unsecuredoans(up to RUB30k for
30 days)at high rates, are not a developmentpriority and accountfor
some20%of the entire MFOmicroloanportfolio.

extendingloanof 10,0000r more.

startingfrom 1 January2020).

Startingfrom 1 October 2019 microfinanceorganisationshave to calculatethe PTlratio when taking a decisionon

Forthe loanswith PTlof the borrower in excessof 50%, the level of add-on to the risk coefficientsis set at 50% (65%
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FINANCIAL STABILITY

Macroprudentialpolicy aimed at identifying and preventing potential systemic risks

Credit activity o
CKS LINAGIFGS aSOi2NRa R Sta-GDPdataNgnGins relaiélyssemiER® antodg Decision
other things, debts of nofinancialorganisationson external liabilities and internal FX loans remain stable. as of December 16, 2019

Nonfinancialorganisationgotal debt on external liabilities, internal loans and debt securities increased by
2.9% over the past 12 months as of 1 October 2019.

G¢KS .yl 27
The household debt burden is ristngluring the firstd months of the year, the debt service to income ratio Directors has decided to keep
increased from 9.9% to 1% driven, primarily, by unsecured consumer loans. The debt service to income the countercyclical capital
ratio on retail loans grew from 8.3% to 8.9% over the same period and came close to the peak values buffer (CCB) rate for Russian
(9.3%). In order to limprocyclicaN&A a1 a4 +F&d&a420AF GSR 6AGK G(KS AyONSB credit institutions at 0% of risk
Russia applies risk ratio buffers. o SAIKUSR aasdoa

Retail lending risks

The annual growth rates afnsecured consumer lendingecreased to 22.6%as of 1 November 2019 (from
25.3% as of 1 May 2019), but remains high. Increased risk ratio buffers to new unsecured consumer ¢
issued from 1 October 2019 are applied depending not only on the weighted average effective interesi
(EIR), but also on the debt burden ratio of an individual.

GXLYy GKS O2yi:
growing general credit to the
economy and considering tha

To mitigate systemic risks associated withrtgage loanswith a 1620% down payment, the Bank of Russia increased risk ratios are

raised risk ratio buffers for newly issued mortgage loans effective from 1 January 2019. This measure applied in several lending
resulted in the decrease in the share of loans with down payments ranging from 10 to 20% issued in 2 segments, it has been deeme
Q3. Such loans accounted for 354 all mortgage loans (40.9% in 2019 Q1, and 43.2% in 2018 Q4). unreasonable to set the
ital ad countercyclical capital buffer
CERIEY ERTLEY I 6235 1 SNR OO DE

Thecapitaladequacy (Baselll N1.0 ratio) for the bankingsectorremainsat an acceptabldevelof 14.29% as
of 1 November,2019 Theeffective macroprudentialmeasuresorm additional capital stockwhich accounts
for 0.8 pp of the bankingd S O (c@phalREequacy.

1 Adjusted for FX revaluation (exchange rate as of 1 October 2019).

21tis calculated as the ratio of regular household loan repayments to household disposable income. This indicator includes disposable income of all Russian households, including individuals without any loans. Therefore, this indicator is undervalued.

3Credit institutionso6 financial statements as per For m 040 aHombgenede loaniPortfolioB For cditéndtitutions Bpemiing as ofe¢he lasOreporéng da@ anelsdingnemnmks thab ans, Gr oup e
underwent restructuring.

4 According to the quarterly survey of banks (PIJSC Sberbank, VTB Bank (PJSC), GAZPROMBANK (JSC), PJSC ROSBANK, JSC UniCredit Bank, JSC Raiffeisenbank).

5 Except for banks undergoing resolution, including with the involvement of the Banking Sector Consolidation Fund.

6 If the buffers to risk weights were reduced to zero, the capital adequacy of the banking sector would be higher by 0.7 pp.
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SECURITIES MARKET (1)
wdza A F Qa FAYFYOAFE YIFENL SO Kra o088y FfA3AySR gAGK

Crisisproven market infrastructure

(-
000 A MICEXandRTSnergedinto the MoscowExchange

A Establishmenbf a CentralSecuritieDepositoryand
unificationof CCRacrossall assetclasses

A T+ settlement on equities, T+l on OFZs,T40 on
corporatebonds

Upgraded corporate governance

Creation of a twetier Quotation List within the stock
exchange listing

Strong criteria for inclusion in the tefeer Quotation
list

Streamlined dividend rules for SOEs

Corporate standards aligned with best international

practices

o oo Do Do

Establishing of a Listing Committee at MOEX

Regulatorychangedo promote investments

A Capital gains on securities held for more than 3
years ardax-exempt

A Taxdeductions forindividual Investment Accounts
(NA)type A¢ maxRUB52 000; for IIA type B at the
rate of investmenincome,;

A Corporate bonds with yield of under the key rate +
5pp became tavexempt on January 1, 2018

Simplified market access

Euroclear and Clearstream settlement for equities and
bonds

Unified collateral pool for equities, bonds and FX
markets

International clearing system membership; Direct
access to FX trading for large corporates

Local investor base development (individual investment
account system, tax incentives, gtc

Unifiedlicense covering both depository and registrar
operations

Retailinvestors allowed t@pen brokerage and
management accounts online

Do Po o o To >

Increased transparency

Mandatory audited IFRS for all public companies
Strengthened regulation to prevent market
manipulation and insider trading

Improved disclosure practices

Report on Corporate Governance Code compliance in
the annual report

Requirement to have a written description of dividend
policy for the toptier Quotation list

Development of basic standards for professional
market participants activities

o B»  DeDe  IoDe
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SECURITIES MARKXET (

Growing a deeper Russian bond market with strong potential

Figure40: Volume of the Russian local bond market, RUB Figure41: Volume of the Russian corporate bond market, RuUB
mOFZ m Corporate Bonds B RUB bonds m Eurobonds
24 24
, > > 195
20 183 28 20 Y
6 (CAGR 14.7 16/ CAGR 16.0
+20% 13.1 +16% :
12 11.3 12 11.1
.g 92 9.2
4.7 : 430 53 5.4 . -
4 pra BY B : 4 Pyy EX > 5.9
0 ] E B EE 55 o P E¥ KR
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Figure42: Bondizatiod 2 F GKS wdzaaAiAl y FAY Il yFiguked3t Corgdraie]odns vs corporate bonds in Russia, fRUB

m Equity market trading volume, RUB tn

X m Loans (incl. foreign debt) m Corporate bonds (incl. eurobonds)
m Bond market trading volume*, RUB tn

68 68
70
25 21.2 oo
60 0
20 165 48 27%
15.3 ' 50
15 10.6 11.2 13.2
10 29
30
19%
0 10
2013 2014 2015 2016 2017 2018 2009 2011 2013 2015 2017 2018

Source: Moscow Exchang&honds
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SECURITIES MARKET (

Russian OFZ marketovides relatively high yields amid investment grade reliability

Figured44: Russian OFZ market volume keeps growing Figure45: Zerocoupon OFZ yield curve, %
mmm OFZ outstanding market volume, RUB tn, lhs .
) ) April -18 ——March-19 ——September -19
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SECURITIES MARKET (5)

Russian equitynarket: key trends
Figure49: Russian Equity market capn RUB &ln USD

O Market cap, bin RUB, lhs m Market cap, bln USD, rhs
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Figure51: Russian equities market trading volumes proves stable

mmm Trading volumes, RUB tn, lhs ===MOEX Index, rhs
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Figureb0: Marketcapitalization to GDRatio, %
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SECURITIES MARKET (6)

Russian equity markgterformance vs EM peers

Figureb3: Russian MSCI index vs EM pe@is@{1.15= 100%) Figureb4: Forward P/E ratio (12m), MSCI Russia vs MSCI EM
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CORPORATE GOVERNANCE

New corporate governance standards reflect best international practices

Corporate governance Corporate actions reform

JSQ@ awamendedluly2018 V Information on corporate actions cascaded to

V  Strengtheninghe role of the Boardof Directorsin JSC shareholdergrom issuerthroughCSDandnominees

V  Mandatory riskmanagement, internal control in V  Eproxy voting and Evoting platform for shareholders
publiccompanies hasbeendeveloped

V Mandatory audit committees and internal audit V A number of Russian companies have already
functionsin publiccompaniegqstartingJuly2020) implementedan onlinevoting systemin 2017

V  Disclosurgeform V  Evoting for bondholdershas beenimplemented and

successfullyested
Listing reform on Moscow Exchange -
Securities
V  Simplifiedlistingstructure 2 quotation listsand 1 non-

quotationlist insteadof a 6-tier system New types of securities ¢ structured bonds, perpetual
V  Stricter corporate governancecriteria for inclusionin bonds,priority dividendsnon-voting preferredshares
the top-tier list :
V  Stricter requirementsfor Directorsto be considered
independent

V  NSDused a blockchainbasedsettlement platform to

Next stage 209 complete an inaugural placement  of
aRUB500mIn bondissuein 2017

Only ratings by approved Russianrating agencieswill be V  In 2018 first Russiarbonds via smart contractswere
considered valid for listing requirements for Russian issuedfor atotal sumof RUB750min
issuersbonds

CBR corporate governance reporannual monitoring of corporate governance practice and

publication of the report on the CBR official sii ( )



http://cbr.ru/analytics/?PrtId=overview_practices
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COUNTERING MALPRACTICE

Bank of Russia supervises conduct of financial market participants to promote fair competition

W

win 2015 Bank of Russia became\a
signatory to the IOSCO MMoU

wintense cooperation with foreign
financial market regulators in term§
of information exchange, including
confidential information

uElaboration on international

(wBank of Russia has implemented an
effective system for

countering malpracticeincluding
market manipulation and insider
trading, aimed at ensurin
AYy@Saia2NBRQ Sljdz f A4

Insider trading

and market | Qct)%m eart;%r; ?‘| Initiatives
\_ manipulation P
J
Unlicensed Enhanced
firms and consolidated
p Pyramid market N

Scheme analysis

wBank of Russia successfully
eliminates competitive advantages
of unlicensed firms by decreasing
their number. Since 2015 detriment
caused by financial pyramids
decreased by more than 5x times

oBank of Russia improves continuous
monitoring of orexchange trading
for the purpose of maintaining
financial stability and preventing
system shocks caused by miscondj ct
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INVESTMENT FUNDS
Local institutional investor base: the potential of investment funds

Figureb5: Majority of savings in Russia is held on bank deposits and inFigure56: Assets of investments funds in Russia (Ry)B
cash*

mBank deposits mCash = Insurance and pension assets '~ Securities ® Other mmm Assets, RUB tn, Ihs Assets to GDP, %, rhs
— — — — 4.0
12% 13%  12%
23% % 3.6
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Figure57: Number of investments funds in Russia by the type Figure58:. NBI {R2¢6y 2F Ay@SadaySyl
(as ofJune 30, 2019)
m Closed-end Open-end u |nterval mETF
1534 1553 1402 1500 1504 1497 1485 1464 1456 1440 1445 1456 « Cash
pacy e merm meiem e e _‘1,_ _“.1__ I 12 = Equities
Bonds

Government bonds
= Foreign securities

= Real estate

1134 11371130113 111 111 1124
* As of the end of 2017

Source: World Bank, IMF, Bank of Russia, Moscow Exchange

= Authorized capital
= Other
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NONSTATE PENSION FUNDS

Local institutional investor base: the potential of rstiate pension funds

Figureb59: Pension assets in Russia (Ru)B
H Non-state pension funds. Reserves
Non-state pension funds. Mandatory savings
B State pension fund. Mandatory savings

e 5.98 559 5.67 5.89
382 397 m
0.83 0.9

2013 2014 2015 2016 2017 2018 1H19

Figure60: Pension system asset allocation
(as ofJune 30, 2019%0)

m Cash m Equities m Corporate bonds = Government bonds m Other

3% 4%

B

State pension fund  NPFs Mandatory savings NPFs Reserves

Bankof Russidbecamea regulatorof the pension
systemin 2013 Sincethen a number of changes
has been adopted to strengthen the non-state
pensionsystem

VW2 yeGrnont 2 duke @asextendedto WF-A @S
yearnon{ 2 &l Q

V stresstestingmechanismntroduced

V customersare now encouragedo staywith the
samefund for not lessthan5 years

V since2014the DepositinsuranceAgency(DIA)
guaranteesthe nominal value of mandatory
savings

V non-state pensionfunds are to bear fiduciary
responsibility(sinceMarch 18, 2018

V non-state pension funds are to disclosetheir
investmentportfolios

V corporatisation of non-governmental pension
funds(NPFsgompleted

V work on individual pensionaccountsreform is
In progress
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INSURANCE

Local institutional investor base: the potential of insurance market

Figure61: Premium volume is gradually growing

I Premiums, RUB bn, lhs
mmm Payment of claims, RUB bn, lhs
Premiums as % of GDP, rhs
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Figure63: Premium structure iiH19shows high level of market
diversification

m Life insurance

m Corporate property
insurance
Private medical
insurance
Motor car insurance

m Compulsory motor TPL
insurance
m Other

Source: Bank of Russia

Figure62: Assets hiR.9%of GDP

mm Assets, RUB bn, |hs
I Reserves, RUB bn, Ihs
Assets as % of GDP, rhs

Figure64: In 1H19 market remained highly competitive with the
HerfindahtHirschman Index equal ©43.3
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PAYMENT INFRASTRUCTURE (1)

Bank of Russia Payment System

V' Moneytransferservicesare providedto:

< <

V all creditinstitutions (financialmarketinfrastructureincluded)
V w dza aaderéllaeasuryandits agencies
V' other Bankof Russialients

Averagedailyfigures 6.4 min payments,RUB6.9 tn

84% of funds aretransferredviathe reaktime service

New liquidity managementtools, future value date settlement functionality, cash
poolingservicedor FederalTreasuryand multibranchbanksintroduced

Transfertimeframeis adaptedto w dza alAtim@zZones- systemoperatesfrom 1 a.m.
to 9 p.m., Moscowtime.

The Faster PaymentsSystem(FPS)Jaunchedon 28 January2019 is set to enable
instant C2C interbank transfers 24/7/365 using mobile phone number At the next
stage¢ (2B (customerto-businessiand QG (customerto-government)paymentsto
beincluded
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PAYMENT INFRASTRUCTURE (2)

Advancing supervision and oversight to ensure stable development of the payment infrastructure

.. Figures for early 2019 :
V Supervision  of the payment

infrastructure monitoring2 NH | Y A a | 36 payment systemandmore than 400 institutions
compliancaNith the Russianaw. Applies supervised within the National Payment System (NPS)
both to banking and non-banking

Institutions providing payment

) ) NPS supervision is riskiented. Proportionate remote
infrastructureand paymentserwces supervision approach is being introduced to the NPS

V Oversightof the paymentinfrastructure
improving A Yy a A d@e”kaﬂoﬁsé Q Objects supervised for compliance with CPMI/IOSCO
: . Principles for Financial Market Infrastructure (PF&I):
foIIowmg th_e Bank of Russia systemically important payment systengssocially
recommendations based upon important payment systems

internationalbestpractices

V' Bankof Russianternational cooperation High PFMI compliance ratings. NPS operators I
. . . . impl t d acti I based on the B
in supervision and oversight of the e e acamm ondatons oo
paymentinfrastructure
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NATIONAL PAYMENT CARDS SYSTEM

Setting the standards for the payment industry to provide convenient and stable services

< < << << <K<

B . NSPK B
o NS MI“
[" et } [ }

555555

Russiamational paymentsystema a Awa&createdon 23 July2014

Operator of Mir Card PaymentSystemis National Card Payment SystemJointStock
Company 100%of its sharesbelongto the Bankof Russia

More than 53 min & a ApbBlnentcardswere issuedby yearend 2018in Russia
Cobadging projects with international payment systems Maestro, JCB,AmEx and
UnionPay

Supportof mobile paymentserviceSamsundPay

Mobile paymentsserviceMirPayis launched
PayPassystemhasbeensuccessfullymplemented

Paymentsystema a AldiBcheda loyalty programwhich allows card holdersto receive
cashback

G a Apdyimentcardsare acceptedin the Republicof Armenia,KyrgyzRepublic,aswell
asin the infrastructure of VTBBankin the Republicof Kazakhstarand the Republicof
Belarus
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FINTECH (1)

Russia provides a favorable environmentRFanTecldevelopment

Goals of the Bank of Russia as a higlkh regulator
Facilitate thecompetition in the financial market
Enhanceaccessibility quality andrangeof financial services

Lowerrisks and costin the financial market
Advance the level afompetitivenessof Russian technologies

Key areas of development

1. Legal regulatiorof FinTech, including protection of consumer rights and security of personal data
2. Development of digital technologiem the financial market and development of digital infrastructure

3. Transition toelectronic interactionbetween the Bank of Russia, government, market participants and
their clients

4. wS 3 dzf | (i 2 NG expetimeftaiich with innovative financial technologies, products and services

5. Cooperation within thézurasian Economic Uniand development of single payment area for member
states

6. Ensuringechnological safety and sustainabiliim FinTech implementation
7. Development of human resourcdan the financial market
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FINTECH (2)

Russia provides a favorable environmentFarTecldevelopment

c]> FINTECH

ASSOCIATION

Main goals

M Implementation of new technological
solutions for the developmentof the
Russiarfinancialmarket

M Promotion of digitalization of the
Russiareconomy

Established on 28 December 20b@
the Bank of Russia
with participation of the largest
financial institutions

Main activities 017-2018)

[M Digital identification

M Distributed ledger technology
M Faster payment system

[M Open API

M Big Data
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MARKETPLACE

Shaping future of financial services experience in Russia

V

V

New system for online sales of financial

products

. . Equal access to
Aimedto complementtraditional sales financial market
channels with websites and smartphone apps
which will enable customers to compare

Open API, digital profile,
biometric identification,
faster payment system

multiple financial product offers Development of competitive
. Competition  environment and financial
CBRcreatesthe regulatory environment g services optimization

necessary for the project

Unified financial

transactionsregister(NSD Products Marketplace 1.0
12:50 B
OSAGO
Producer 1 ) Bonds
of financial product
Banks securities p 3 Consumers
issuers insurance @ AggregatorN

companiesasset

managersand other The Unified Biometric System

and other databases



