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Foreword

The year 2005 was on the whole a good one for the banking sector. Banks expanded
their operations significantly and built up their capital. The number and volume of non�
cash payments continued to grow, and the payment card market developed dynamically.
The establishment of the deposit insurance system was systemically important for the
banking sector and now this system is exerting a favourable influence on soundness of
Russian banks and promotes confidence of their creditors and depositors. The positive
impact of the deposit insurance system is bound to increase as the system develops fur�
ther.

The main trend in banking sector development in 2005 was the increased competition
in virtually all areas of banking, which is undoubtedly a favourable factor of economic
development. Competition on the part of international creditors has also increased. The
Russian stock market has become more active: corporate bonds may soon become as
important a source of financing for some companies as bank loans. Non�bank financial
institutions are posting rapid growth. The increased competition is a big challenge for
credit institutions, which have to boost their efficiency and learn to operate in a tighter
market environment.

It should be noted that rapid growth of the banking sector leads to the accumulation of
risks. In this situation it is particularly important to improve the quality of risk management
and internal controls in credit institutions. The quality of banking supervision has been
subject to more demanding standards.

The Bank of Russia closely monitors the problems involved in banking sector develop�
ment. The Banking Supervision Report 2005 deals with these problems and offers their
solutions as it analyses the performance of credit institutions, the current state of bank�
ing supervision and prospects for its improvement. Also, the Report probes some new
methods of analysing banking sector stability, including the establishment of a banking
sector risk monitoring system, stress testing and the calculation of financial soundness
indicators.

I hope this Report will give the reader a better idea of patterns of banking sector and
banking supervision development in 2005, as well as of the conditions and major factors
that affected the Russian banking sector.

Sergey M. Ignatiev,
Chairman of the Bank of Russia
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I.1. General Economic Conditions

I.1.1. Macroeconomic developments

Russia’s economy saw rapid growth in major eco�
nomic activities, household real money income and fixed
asset investments in 2005. The output of goods and ser�
vices increased faster than the official forecast in budget
projections for 2005. Consumer prices rose 10.9% over
2005 as against 11.7% in 2004, representing the lowest
inflation rate since 1991. The fall in inflation was due to
the significant slowing of core inflation, which stood at
8.3% as against 10.5% in 2004. At the same time, the
prices of paid services provided to households, including
those administered at the regional and municipal levels,
and some goods with highly volatile price dynamics con�
tinued to increase at rapid rates.

The ruble appreciation against major world curren�
cies was a factor that restrained growth in consumer pric�
es. In 2005, ruble nominal effective rate gained 3.2%
against foreign currencies (December 2005 as against
December 2004), while the real effective rate rose 10.5%
over that period.

The average price of Urals crude rose 45.6% on the
world market in 2005 year on year and reached $50.4 per
barrel, natural gas prices gained almost 50% on the Eu�
ropean market; petroleum product prices were up 40%
on average; and there was a rise in the prices of metals
and other Russian export commodities. This extremely
favourable price situation on world commodity markets
for Russian exporters and increased demand for Russian
goods led to a massive inflow of foreign exchange to this
country and the accumulation of foreign currency re�
serves, which created conditions not only for the timely
servicing and redemption of the government’s foreign
debt, but also its early repayment.

The balance of payments was characterised by a rise
in the current account surplus and international reserves
to record highs and a significant inflow of foreign capital
to the private sector. The current account surplus in�
creased 40% in 2005 to $84.2 billion, or 11% of GDP
($58.6 billion, or 9.9% of GDP, in 2004). The financial
account surplus (net of the change in reserves) stood at
$1.2 billion, or 0.2% of GDP (in 2004, Russia had a finan�
cial account deficit of $5.5 billion, or 0.9% of GDP).

For the first time capital outflow from the private sec�
tor in 2005 equalled inflow (in 2004, net capital outflow
from the private sector stood at $8 billion).

The trend towards less household and enterprise
sector savings being held in foreign currency continued
and in 2005 foreign exchange held by the public on hand
decreased by $1.9 billion (in 2004, it declined by $2 bil�
lion).

Russia’s international reserves expanded almost 50%
in 2005 to $182.2 billion, ensuring medium�term finan�
cial stability.

GDP increased 6.4% in 2005 year on year as against
7.2% in 2004.

As a result of the improved finances of enterprises
and favourable external economic conditions federal bud�
get revenue increased more than expected. The ensuing
reduction in non�interest expenditures made it possible
to ease inflationary pressure. In 2005, the federal budget
surplus stood at 7.5% of GDP as against 4.3% in 2004.

Russia’s Stabilisation Fund in 2005 grew faster than
expected, allowing the Government to repay ahead of
schedule its debt to the International Monetary Fund and
a part of the debt it owes to the Paris Club of Creditor
Nations.

International rating agencies, such as Standard &
Poor’s, Fitch Ratings and Moody’s Investors Service,
raised Russia’s ratings to the investment grade in 2005
in recognition of the country’s increased solvency and
improved investment climate.

I.1.2. The non�financial sector
of the economy

The non�financial sector of the economy in 2005
demonstrated continued growth in the production of
goods and services in various economic activity catego�
ries. As Russia’s GDP increased 6.4%, the output index
for the basic economic activities registered 106.1%.

Industrial output went up 4.0% in 2005. The output in�
dex for the mining industry registered 101.3%. At the same
time, growth in the production of fuel and energy stood at
101.8%. Production growth in manufacturing stood at
105.7%. Compared to 2004, there was a fall in the output
of machinery and equipment, textile and clothing and leath�
er and leather goods and shoes, largely due to increased
competition from imports. At the same time, the output of
electrical, electronic and optical equipment rose almost
21.0%. The output index for the production and distribu�
tion of electricity, gas and water stood at 101.2%.

The economic activities in which output grew the fast�
est in 2005 were communications (115.7%), the retail
trade (112.0%) and services (107.5%).

Non�financial enterprises pursued their pricing poli�
cy in 2005 amid increased state control over prices in the
sectors where production was monopolised the most. As
a result, industrial producer prices rose 13.4% in 2005
as against 28.8% in 2004.

The development of the non�financial sector was de�
termined not only by the changes in demand and supply
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on the domestic and foreign raw material and commodity
markets, but also the investments made in this sector in
2005. An analysis of data provided by the Federal State
Statistics Service shows that until the middle of 2005
growth in fixed capital investment was considerably
slower than in the same period of 2004. This negative
trend changed in the second half of last year and as a
result investment growth in 2005 as a whole remained
virtually unchanged from 2004 (110.5% and 110.9% re�
spectively).

Despite slower growth in the output of goods and
services in the key economic activities, the overall eco�
nomic situation remained good and this is additionally
evident from the results of the monitoring of enterprises
conducted by the Bank of Russia.

According to Bank of Russia surveys of the econom�
ic situation in 2005, which covered almost 14,000 en�
terprises in all Russian regions, the economic conditions
began to improve significantly compared to 2004. At the
same time, the agricultural enterprises monitored by the
Bank of Russia indicated that the economic situation in
this activity in 2005 was worse than in 2004.

Owing to favourable economic conditions in 2005, the
performance of enterprises in the key economic activi�
ties was better last year than in 2004. The Bank of Rus�
sia’s monitoring showed that the number of enterprises
that noted significant improvements in their economic
performance increased considerably in 2005. This was
particularly applicable to companies in the communica�
tions sector, wholesale and retail trade and mining.

The improved economic situation was reflected in the
financial results of non�financial sector enterprises.

According to the Federal State Statistics Service, the
net financial result, which represents the difference be�
tween profit and loss, increased 76.0% in the mining sec�
tor in 2005 year on year, 16.2% in the manufacturing sec�
tor and 34.0% in the production and distribution of elec�
tricity, gas and water.

The net financial result in economic activities such as
wholesale and retail trade, as well as repairs, increased
43.0% in 2005 year on year, transport and communica�
tions 30.3% and construction 21.1%. At the same time,
the net financial result in agriculture, hunting and the for�
est industry contracted almost 25.0% year on year and
fishing and fish farming more than 30.0%.

The Bank of Russia’s monitoring indicated that the
improved financial position of enterprises in the period
under review were due to the improved balance sheet
ratios, considerably increased labour productivity and a
rise in earnings, which exceeded growth in costs. The
improvement of the financial position of enterprises in the
period under review was restrained by high bank lending
rates, a shortage of own funds for investment and a heavy
debt burden carried by most enterprises.

It should be noted here that the financial position of
large enterprises (with balance sheets in excess of 1 bil�
lion rubles), medium�sized enterprises (with balance
sheets in the range of 100 million to 1 billion rubles) and
small enterprises (with balance sheets less than 100 mil�

lion rubles) differed substantially. The financial position
of the largest enterprises was relatively good, but other
enterprises, especially small ones, had serious financial
problems.

The assets of large and medium�sized enterprises
increased 10% in 2005. Unlike larger enterprises, small
enterprises registered almost a 4% contraction in their
balance sheets owing to the decrease in capital assets
and net worth. The reduction in small enterprises’ capital
assets was largely due to the contraction of fixed capital.
The net worth of small enterprises, unlike that of large
enterprises, decreased by 8%.

Despite the differences in their net worth dynamics,
all categories of enterprises registered a slight fall in self�
financing. Only the largest enterprises had an adequate
level of self�financing from the standpoint of debt cov�
erage in 2005. At the end of last year it stood at 69% of
the balance sheet and their debt to net worth ratio was
0.4 rubles. The respective ratios for medium�sized en�
terprises were 41% and 1.5 rubles and small enterprises
42% and 1.4 rubles.

Enterprises had net�working capital and more oppor�
tunities for current asset financing, despite the significant
slowing of growth in enterprises’ net�working capital. In
2005, the enterprise sector’s net�working capital in�
creased 33% as against 62% in 2004.

An analysis of enterprise�sector settlements shows
that there was an increase in both the accounts payable
and receivable in 2005. At the same time, according to
the Federal State Statistics Service, the share of overdue
debt in total debt decreased from 11.5% in 2004 to 8.5%
in 2005. The share of overdue payables in total payables
narrowed to 15.0% as against 18.9% and overdue receiv�
ables was down to 13.5% as against 16.2%.

Debts of the enterprises in the mining and manufac�
turing sectors and the production and distribution of elec�
tricity, gas and water account for the largest part of over�
due debt payable.

Ninety�four percent of the enterprises monitored by
the Bank of Russia said that their demand for the banking
services was more or less met. Almost 22% of the enter�
prises said their demand was met to a great extent and
about 6% said their demand was not met. The most sig�
nificant factors affecting the use of banking services were
those connected with enterprises’ activities (86% of the
interviewed enterprises), confidence in a credit institu�
tion (78%), the range of services offered by a credit insti�
tution (72%), loan interest rates (70%), document pro�
cessing procedures (70%) and charges (69%). Fifty�three
percent of the interviewed enterprises noted that docu�
ment processing procedures were typically very compli�
cated and time�consuming.

According to a survey conducted by the Bank of Rus�
sia in the fourth quarter of 2005 that covered about 13,000
non�financial enterprises, companies mainly invested to
maintain their production capacities. The largest share
of such enterprises was in the electric power industry
(about 58%). Most of the enterprises that said they in�
vested to expand production were in the fuel sector (over
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36%). Most of the enterprises that said they invested to
intensify and modernise production were in the ferrous
metallurgy sector (57%).

The output of new products was noted as the main
purpose of investment by machine�building and metal�
working enterprises. Logistics and sales companies not�
ed income as the principal incentive for financial invest�
ment, whereas long�term borrowings were the main ob�
jective of enterprises in the glass and china enterprises.

I.1.3. Financial markets
and non�bank financial institutions1

The redistribution of investments from government
securities to private sector stocks was the principal trend
of the Russian financial market in 2005. The contraction
of government debt coincided with unprecedented stock
market growth, which was accompanied by the expan�
sion of the ruble corporate bond market. Borrowing on
financial markets continued to increase faster than bor�
rowings from banks, although the stock market was still
behind the banking sector in investment financing. Bor�
rowings on foreign markets continued to increase.

In the structure of the financial market participants,
the banking sector retained its positions of leadership,
although assets of non�bank financial institutions grew
faster in 2005. Insurance companies developed slower
than other non�bank financial institutions. The process
of penetration of non�bank financial institutions by banks
continued in 2005.

Government debt market. As Russia registered a
federal budget surplus and its Stabilisation Fund grew,
the country’s domestic and foreign debt decreased from
24% to 15% of GDP. Russia repaid ahead of schedule a
large part of its debt to the IMF and Paris Club ($18.3 bil�
lion). The conservative borrowing policy pursued by the
Finance Ministry on the domestic government debt mar�
ket, the increased demand from the Pension Fund and
the high level of excess liquidity in the banking sector led

to an excess of demand for federal loan bonds (OFZ) over
their supply and, as a consequence, a fall in the average
weighted yield.

The government securities market’s turnover con�
tracted 19%2 in 2005 year on year, largely as a result of a
significant reduction in additional government bond
placements on the secondary market. While in January—
June 2005 trade volumes were considerably smaller than
in the same period of 2004, in the second half of the year
the market turnover expanded by more than a quarter as
compared with the same period of 2004. Activity peaked
in August and September when demand for government
securities rose significantly amid expectations of an in�
crease in the price of Russian financial instruments. This
was provoked, among other things, by the raising of Rus�
sia’s sovereign rating and the ratings of some Russian
issuers by some agencies, and led to considerable ex�
pansion of market turnovers. In addition, the high level of
excess liquidity, especially the balances in correspondent
accounts with the Bank of Russia, stimulated growth in
the demand for government bonds.

There were two periods in government securities yield
dynamics in 2005: in the first half of the year interest rates
were most as high as 7.4—8.0%, whereas in the second
half rates tended to decline as demand for domestic gov�
ernment debt instruments rose. As a result, by the end of
the year the gross yield to redemption of government
securities fell to 6.6% (see Chart 1.1).

Market liquidity remains at a low level. The govern�
ment securities market could have attracted more inves�
tors if yields had been higher and the market had had
more diverse participants (passive investors predomi�
nate).

The role of the banking system in this segment of the
market is gradually declining, although it remains quite
important. By the end of 2005, the banking sector’s share
of the ruble�denominated government bond market con�
tracted to almost 50% from 55% a year earlier. At the
same time, banks became increasingly interested in su�

1 Materials provided by the Economic Research Foundation Development Centre were used in compiling this subsection.
2 Excluding operations that have non�market characteristics due to the specific accounting policy adopted by some big investors.

Government securities market turnovers and yields
in 2005
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3 It should be remembered, however, that banks also often operate on this market through affiliated management companies or
general bank management funds (OFBU).
4 Bonds issued by the most secure issuers are included in the calculation of the index. Depending on the issuer, bond yields are in the
range of from 6% to 14% p.a.

RTS Index Dynamics
in 2005

CHART 1.2

Source: RTS, Development Centre’s calculations.

per�long�dated bonds as a speculative investment. As the
funded pension system gains ground, the role of the Pen�
sion Fund is increasing on the ruble�denominated gov�
ernment bond market. The non�resident share of the OFZ
bond market was extremely small in 2005 (0.2%).

The upgrading of Russia’s credit rating and the pos�
itive external economic situation reduced yields on Rus�
sian foreign currency�denominated government securi�
ties. Non�residents play a key role on the Russian foreign
currency bond market, accounting for more than two
thirds of its volume. Russian investors account for about
28% of this market, of which the share of commercial
banks stands at nearly 10%. The share of non�bank fi�
nancial institutions was 8% at the end of 2005.

Corporate securities markets. Last year was ex�
tremely successful for the Russian stock market. As a
result of high oil prices and favourable macroeconomic
dynamics, the RTS index gained 83.3% and reached
1,125.6 points (see Chart 1.2). RTS trade turnovers ex�
panded by a third.

As a result of the stock market’s expansion, the cap�
italisation of the Russian companies in the RTS increased
to $330 billion. The Russian market became the world’s
fourth most attractive market for investment (after Brazil,
India and China) and non�resident activity rose and trade
turnovers expanded as a result.

The decline of the banking sector’s share of the stock
market (to 5%)3 and growth in non�resident and non�bank
financial institution investments indicate that the struc�
ture of investors has changed.

The expansion of the corporate bond market accel�
erated in 2005. The volume of the ruble bond market ex�
panded 80% in nominal terms and reached two�thirds of
the domestic government debt market volume.

High demand for new ruble�denominated instruments
amid the decline in OFZ bond yields led to the reduction
of effective yields on the corporate bond market. The ef�

fective yield of the RUX�Cbonds index4 fell from 9.3% p.a.
to 7.0% p.a. in 2005. The declining cost of borrowing and
the appreciating ruble encouraged enterprises to place
new bond loans.

Competition continued to increase between bond
loans and bank lending. The corporate bond market grew
2.7 times faster than the loan portfolio of Russian banks,
as the average lending rates remained virtually un�
changed in 2005, while bond loan rates declined. As a
result, the volume of the ruble bond market in 2005
reached 16.5% of the volume of ruble loans extended by
banks to the enterprise sector and 11.5% of total loans
to this sector (a year earlier, the respective percentages
were 11.8% and 8.3%).

Long�term bank lending and bond borrowing contin�
ued to expand. Long�term bank loans extended to the en�
terprise sector in rubles increased 65% in 2005, and loans
with maturities over three years grew 120%, or 1.5 times
faster than market corporate borrowings. Average
weighted interest rates on ruble loans to the enterprise
sector with maturities over three years were comparable
with market rates on bond loans.

The share of the banking sector as an investor on the
corporate bond market in 2005 expanded from 49.0% to
52.2%. In addition, banks were proactive on the corpo�
rate bond market as loan arrangers.

Russian companies’ borrowings on international fi�
nancial markets continued to grow faster than domestic
bank lending in 2005. Eurobond growth twice surpassed
growth in lending volumes. The corporate eurobond mar�
ket expanded 64.5% in 2005, according to Cbonds data,
and the number of outstanding issues increased 82.0%.
The range of borrowings became considerably diversi�
fied.

In 2005, Russian banks placed more than half of all
issues and their share in the total volume of outstanding
eurobonds issued by Russian companies reached 44%.
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5 Unless stipulated otherwise, non�bank financial institutions are insurance companies, management companies (MCs) and non�
government pension funds (NPFs).

Domestic foreign exchange market. The situation
on the domestic foreign exchange market in 2005 was
affected by a massive inflow of foreign currency to the
economy as a result of unprecedented revenues from
exports due to the high prices of major export commodi�
ties and continued active borrowings by Russian compa�
nies abroad. The increased current account surplus,
which was not offset by corresponding capital outflow,
ensured that supply of foreign currency far outstripped
demand. Bank of Russia operations, conducted in line
with its monetary policy, US dollar dynamics on the world
market and credit institutions’ actions with regard to their
open positions in foreign currency played a key role in
shaping the situation on the domestic foreign exchange
market. The foreign exchange market remained the most
important and liquid segment of the financial market: con�
version operations’ volumes far outstripped turnovers on
the interbank and stock markets.

For most of 2005, the US dollar was strong against
the euro on the world foreign exchange market, causing
its rate against the ruble to rise on the domestic market.
Overall, the US dollar appreciated 3.7% against the ruble
in nominal terms.

Growth in exports and imports and capital flow dy�
namics determined the high level of market participants’
activity in buying and selling foreign exchange. As a re�
sult, the average daily turnover of interbank spot market
expanded 28% in 2005 year on year.

Ruble/US dollar transactions predominated in the
currency structure of the interbank segment of the mar�
ket, accounting for more than two�thirds of the total turn�
over. At the same time, as market participants became
increasingly interested in the single European currency,
the euro trade turnover expanded, mainly due to the
euro/US dollar transactions, which accounted on aver�
age for over 90% of the total euro transaction volume.
Overall, the volume of spot interbank operations with the
euro expanded 29% in 2005, whereas the volumes of op�
erations with other currencies remained negligent.

The Single Trading Session (STS) of interbank cur�
rency exchanges retained its role as a segment of the
domestic foreign exchange market where the rate set�
ting process is the most transparent and reflects the cur�
rent balance of foreign trade operations and capital flows.

There was a rise in exchange trade participants’ ac�
tivity in 2005: total STS ruble/US dollar trade volume grew
69% year on year and ruble/US dollar “tomorrow” trades
accounted for most of the turnover (44%). Ruble/US dol�
lar “today” trades accounted for 28% of total STS
ruble/US dollar trade volume and currency swaps 28%.
Although the aggregate STS ruble/euro trade volume ex�
panded 83% in 2005 year on year, ruble/euro transac�
tions in both the exchange and over�the�counter seg�
ments of the domestic foreign currency market account�
ed for only about 1% of the total volume of transactions
with the Russian ruble.

Overall, the exchange segment’s share in the inter�
bank market total turnover expanded to nearly 12.8% in
2005 (net of over�the�counter transactions) as against
9.1% in 2004.

Spot operations accounted for the largest part of
transactions (over 95%) in the exchange and over�the�
counter segment of the interbank foreign currency mar�
ket. The low level of activity in the derivatives segment of
the market was largely due to a lack of effective legal pro�
tection for market participants conducting operations with
its instruments.

The role of non�bank financial institutions
in the Russian financial system5

Insurance companies. The insurance sector consol�
idated and insurance companies continued to abandon
tax optimisation schemes in 2005. As a result, the num�
ber of insurance companies has fallen by 25% over the
past three years. The measures taken by the Federal In�
surance Supervision Service were the main reason for the
decrease. Some insurance companies had their licenc�
es revoked for using illegal life insurance schemes that
allowed enterprises to pay lower taxes. More stringent
minimum authorised capital requirements have been im�
posed on insurance companies and measures have been
taken to prevent the use of improper assets for capital
padding. In addition, new rules on the placement of in�
surance reserves were introduced in 2005.

As of the middle of 2005, the insurance companies’
aggregate assets accounted for 7.5% of aggregate bank�
ing sector assets and capital for nearly 17% of aggregate
banking sector capital (see Table 1.1).

The insurance market grew slower than other non�
bank financial institutions over 2005 mainly because of
the sharp reduction of life insurance premiums and the
revocation of licences from several large companies.
At the same time, premium dynamics in other categories
of voluntary insurance were positive: life and property in�
surance premiums rose 20% and liability insurance pre�
miums increased more than 30%.

In the compulsory insurance segment, insurance in�
demnities grew faster than premiums. In 2005, compul�
sory insurance indemnities rose 40.8%, whereas premi�
ums increased by just 32%. The difference was particu�
larly striking in the compulsory third party liability auto
insurance segment, where indemnities increased 43.5%
and premiums 9.1%. Overall, the share of compulsory
insurance, except life insurance, has been expanding in
insurance premiums: in 2005, it stood at 54.2% as against
46.3% in 2004.

The reduction of voluntary insurance indemnities
amid growth in compulsory insurance indemnities led to
a sharp increase in the share of compulsory insurance in
total insurance indemnities (from 38% to 60%). As a re�
sult, compulsory insurance operations became even less
profitable.
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In terms of concentration levels, the insurance sec�
tor is similar to the banking sector. The top 50 compa�
nies dominate the insurance market, controlling from 50%
to 80% of its various segments. State�owned companies
are the market leaders. The top five insurance compa�
nies account for 21.6% of total insurance premiums and
the top 50 companies about 60%.

Insurance companies invest from 40% to 50% of their
assets. Overall, the structure of insurance companies’ fi�
nancial investments is stable. Insurance companies in�
vest more than half of their funds in corporate sector fi�
nancial instruments, which make their investment port�
folios riskier than those of banks. At the same time, the
share of government securities expanded slightly in the
insurance companies’ portfolios (from 3.4% in the mid�
dle of 2004 to 7.3% in the middle of 2005). Insurance
companies keep a large part of their investments (about
17%) in bank deposits, accounting for about 6% of cor�
porate sector time deposits with banks. The insurance
companies’ share of the corporate securities market is
estimated at 5—6% (as compared with the banking sec�
tor’s share of 22%) and insurance companies account
for 1—2% of the government bond market (as compared
with the banking sector’s 30%).

Last year was good for Russia’s collective investment
institutions. The improved economic situation in the coun�
try along with growth in household income, reduced in�
terest rates on bank deposits and good performance in�
dicators of management companies for 2004 stimulated
the inflow of funds to various collective investment insti�
tutions. However, all collective investments account for
only 18% of household deposits with commercial banks
(as against 14% as of the beginning of 2005), although
deposits grew slower than the assets of collective inves�
tors.

Unit investment funds (PIFs). PIFs were the most dy�
namic institutions on the collective investment market in
2005. The number of PIFs increased 50% year on year
and management companies 30%.

Stock funds account for most of the investments
(51% of the total net asset value of all unit funds), although
in 2005 the stock funds’ share contracted 4%.

The top 10 management companies account for
about 75% of total net assets and the share of the man�

agement companies connected with commercial banks
is about 24%.

General bank management funds (OFBU). Last year
was more successful for OFBU than PIFs from the stand�
point of performance indicator dynamics, although in
absolute terms OFBU assets are considerably smaller
than those of PIFs.

The OFBU number more than doubled in 2005 and
the value of their net assets almost tripled. The rates of
return of the OFBU investing on the Russian market
ranged from 13% to 82% p.a., depending on the strategy
(stock funds were the most profitable). The rates of re�
turn of the foreign currency OFBU differed even more:
from —30% to 120% p.a. At the same time, OFBU offered
their shareholders a wider range of instruments. Howev�
er, total risk of the OFBU portfolios is higher than that of
PIFs.

The top 10 OFBU account for almost 98% of the mar�
ket. This high level of market concentration highlights the
market’s underdevelopment and inadequate diversifica�
tion.

Non�government pension funds (NPFs). Pension re�
serves increased from 170 billion rubles to 277 billion ru�
bles in 2005, while the value of the NPFs’ own property
rose from 216 billion rubles to 344 billion rubles. At the
same time, the number of NPFs declined from 271 to 261,
mostly due to mergers.

The top 10 NPFs account for 87% of pension savings.
The number of NPFs affiliated with banks is relatively small
and the ratio of the reserves they accumulated to the as�
sets of these banks is negligent.

About 10% of all pension reserves are invested in
bank deposits. In addition, NPFs buy bank securities, es�
pecially promissory notes, which account for about 4%
of NPFs’ total investments.

Banks continued to infiltrate non�bank financial in�
stitutions in 2005. Of the top 50 Russian banks, 31 were
members of various associations or had non�financial
subsidiaries at the beginning of this year. Financial groups
with a wide range of businesses are developing the most
dynamically. Banks and non�bank financial institutions
have equal shares in terms of assets and capital in some
of them. Such a group operates like a financial supermar�
ket6. However, the assets of banks and non�bank finan�

Source: Bank of Russia, Federal Insurance Supervision Service, Federal Financial Markets Service and Development Centre’s
estimates.

Banking sector assets to non�bank financial institutions’ assets
as of beginning of 2006
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TABLE 1.1

6 Selling the entire range of financial services under one roof.



14

BANK OF RUSSIA

cial institutions are still incomparable and the financial
system’s stability largely depends on the state of the
banking sector.

I.1.4. Payment system

The state of the Russian payment system in 2005
helped maintain financial stability in the country and the
Bank of Russia’s implementation of the monetary policy
and creating conditions for increased business activity.

The Russian payment system effected 1,116.8 mil�
lion payments to the amount of 293.5 trillion rubles in
2005. The value of payment rose 31.1% in 2005 as against
22.9% in 2004; the number of payments increased 12.6%,
which represents a decrease from the previous year’s
16.0%.

The Bank of Russia payment system in 2005, as in the
past, dominated the Russian payment system in terms of
both the number and value of payments. Payments effect�
ed by the Bank of Russia payment system accounted for
49.8% of total payments effected by the Russian payment
system and 66.1% of the total value of payments (the re�
spective percentages in 2004 were 47.6% and 60.5%).

The number and value of payments effected by the
Bank of Russia payment system continued to increase in
2005: 555.6 million payments to the amount of 194.0 tril�
lion rubles were effected. The number of payments in�
creased 17.7% year on year and in value they grew 43.3%
(the respective growth rates for 2004 were 14.6% and
25.1%). The average daily number of payments rose
15.8% to 2.2 million.

Growth in the number and value of payments was due
to the attractiveness of the Bank of Russia payment sys�
tem, which is the least risky for participants, and the Bank
of Russia’s constant work to upgrade its payment sys�
tem and make it efficient and fail�safe.

The Russian payment system continued to increas�
ingly use electronic payments, which accounted for
84.0% of the total number of payments and 91.9% of their
total value (77.5% and 86.8% in 2004).

The Bank of Russia monitored the payment system
and upgraded the system of indicators characterising its
state and development.

In 2005, it inspected the security of its payment sys�
tem by using a series of indicators designed for analys�
ing the accessibility of the Bank of Russia payment sys�
tem, i.e., its readiness to accept settlement documents
electronically and on paper from clients. These indica�
tors showed that the Bank of Russia payment system was
stable from the standpoint of accessibility. The average
monthly accessibility ratios were in the range of 99.79%
to 99.95% in terms of the acceptance by the Bank of Rus�
sia of electronic documents from its clients and 99.99%
to 100% in respect to settlement documents on paper.

To implement the Russian Banking Sector Develop�
ment Strategy until 2008, which sets out the establish�
ment of a real�time gross settlement system (RTGS) by
the Bank of Russia, the latter in 2005 carried out a series
of measures to accomplish this objective.

Specifically, the Bank of Russia set up the RTGS De�
velopment Committee, which drafted a document enti�
tled “Functional Requirements for the Bank of Russia
RTGS”. This document laid down the main principles of
developing and operating the RTGS, contained higher�
level description of the main elements of the system and
its structure, set requirements for the participants in the
system and the functions it should fulfil and established
the procedure for effecting payments. The working
groups formed within the framework of the Committee
analysed legal and regulatory framework with the objec�
tive of making the necessary amendments to it in line with
the RTGS and drafting new regulations. They also pre�
pared the corresponding proposals.

The establishment of the RTGS will help reduce set�
tlement risks that arise in the payment system in effect�
ing large payments, increase financial stability, make the
monetary policy more effective and create conditions for
integration with international payment systems.

In 2005, the Bank of Russia continued to work on a
new draft of its Regulation on Non�cash Settlements in
the Russian Federation, which systematises the rules on
non�cash settlement instruments, procedures and forms
and specifies the effectuation of non�cash settlements
within various payment systems. The draft standardises
the requirements for the non�cash settlement procedure
regardless of the processing and transmission of non�
cash settlement orders (using electronic and paper doc�
uments, payment cards and electronic means of pay�
ment). As the document avoids describing banking pro�
cedures in great detail, banks will be able to take a more
flexible approach to the development and introduction of
new payment services.

A well�considered legal and regulatory framework
pertaining to the payment system is essential for its sta�
bility. It helps increase confidence in the banking system
and, as a consequence, stimulate demand for settlement
services by corporate entities and private individuals in
the country’s regions.

The number of accounts opened to clients with the
Bank of Russia and credit institutions and their branches
for effecting payments continued to increase: the num�
ber of such accounts rose 12.2% to 353.5 million as of
January 1, 2006, of which 1.4% were accounts opened
by corporate entities other than credit institutions and
98.6% the accounts opened by private individuals.

The coming into force on April 10, 2005, of Bank of
Russia Regulation of December 24, 2004, No. 266�P “On
the Issue of Bank Cards and Payment Card Operations”,
facilitated the further expansion of the payment card
market.

The number of payment cards increased 55.5% in
2005 (46.4% in 2004). Payments effected with payment
cards continued to increase rapidly: by 41.4% in number
and 43.5% in value (48.5% and 68.3% in 2004). The range
of services provided by credit institutions and their
branches using payment cards and the infrastructure
accepting payment card continued to expand (over the
year, the number of trading and service establishments
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accepting bank cards and ATMs used for paying for ser�
vices increased 34.9% to 142,500).

The credit card market grew faster in 2005. In terms
of card numbers it increased 87.9%, in terms of credit
card operations 88.7% and in terms of the value of oper�
ations 110.9%. However, despite this rapid growth, credit
card operations accounted for a lowly 1.6% of total pay�
ment card operations.

Non�cash payments effected using payment cards
accounted for 16.7% in 2005 as against 15.6% in 2004
and, as in the previous years, cash withdrawal operations
exceeded non�cash payments (83.3% in numbers and
89.4% in value).

I.1.5. Banking sector performance
indicators relative to key macroindicators

Banking sector assets increased 36.6% in 2005 as
against 27.4% in 2004. Banking sector own funds (capi�
tal) expanded 31.2% over that period as against 16.2%
in 2004. Loans extended to non�financial corporations
and households increased 40.3% as against 44.8% in
2004, while household deposits grew 39.3% in value as
against 30.3% in 2004.

As a result, the ratio between these indicators and
GDP increased. The ratio of banking sector assets to GDP
rose by 3.1 percentage points to 45.1%; the ratio of bank�

ing sector own funds (capital) to GDP stood at 5.7%, vir�
tually unchanged from 2004 (5.6%); the ratio of house�
hold deposits to GDP increased by 1.1 percentage points
to 12.8%; the ratio of loans to non�financial corporations
and households (individuals) expanded by 2.3 percent�
age points to 25.3%.

Lending was the main source of growth in banking
sector assets in 2005, as was the case a year earlier.
Loans to the real sector of the national economy (resi�
dent non�financial corporations) increased 30.5% as
against 39.0% in 2004 and its ratio to GDP expanded by
half a percentage point to 19.0%, whereas its share in
aggregate banking sector assets stood at 42.2% as
against 44.1% in 2004. Loans to households (individu�
als) increased 90.6% as against 106.5% in 2004 and its
ratio to GDP grew by 1.8 percentage points to 5.5% and
its share in aggregate banking sector assets expanded
by 3.4 percentage points to 12.1%.

The main source of resources for credit institutions in
2005 was corporate funds, which increased 48.7% as
against 43.4% in 2004. Their ratio to GDP expanded by
2.0 percentage points to 13.7% and their share in banking
sector liabilities rose by 2.5 percentage points to 30.3%.

The positive dynamics of the key banking sector per�
formance indicators amid their increased ratio to GDP
show that the banking sector is continuing to play a great�
er role in the Russian economy.
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I.2. Institutional Aspect of Banking Sector Development

Number of credit institutions
and their branches

CHART 1.3

I.2.1. Banking sector quantitative
characteristics

The number of credit institutions decreased from
1,299 to 1,253 in 2005 (see Chart 1.3). Forty credit insti�
tutions, including two in the top 200 in terms of assets,
had their licences revoked last year; 14 credit institutions
were struck off the State Register of Credit Institutions as
a result of mergers and acquisitions and eight new ones
came into operation. The number of credit institutions
declined for the straight second year: while in 2001—2003
the number of operating credit institutions rose slightly,
in 2004—2005 their number fell by 76.

The establishment of the deposit insurance system
was a major contributing factor. The selection of banks
for participation in the deposit insurance system had been
largely completed in 2005, as required by law. As of Jan�
uary 1, 2006, 931 banks were registered as members of
the system, which represents 74% of the total number of
credit institutions operating in Russia, and these banks
account for almost 99% of all household accounts.

As of January 1, 2006:
— 1,045 credit institutions, or 83.4% of the total number

of operating credit institutions have the right to take
household funds on deposit (as against 1,165 credit
institutions, or 89.7% of the total, as of January 1,
2005, and 89.5% as of January 1, 2004);

— 827 credit institutions, or 66% of the total, have the
right to conduct banking operations in rubles and for�
eign currency (as against 839 credit institutions, or
64.6% of the total, as of January 1, 2005, and 63.6%
as of the beginning of 2004);

— 301 banks, or 24% of the total, have a general licence
to conduct banking operations (as against 311 banks,
or 23.9% of the total, as of January 1, 2005, and
23.3% as of January 1, 2004);

— 184 credit institutions, or 14.7% of the total, have the
right to conduct operations with precious metals un�
der licence to take precious metals on deposit and to
invest them as well as permits to conduct operations
with precious metals (as against 182 credit institu�
tions, or 14% of the total, as of January 1, 2005, and
13.6% as of January 1, 2004).
The number of credit institutions declined almost in

all federal districts, including Moscow and the Moscow
Region, where the number of credit institutions fell by
25 over the year. The only exception was the Far Eastern
Federal District, where the number of local credit institu�
tions remained unchanged during the year and was small�
er than in any other federal district (43).

Credit institutions continued to reorganise their branch
network during the year under review. Over the year, the
number of branches of credit institutions increased slight�
ly and as of January 1, 2006, stood at 3,295 as against
3,238 as of January 1, 2005, an increase of 1.76% or
2.36% as compared with January 1, 2004. Of the total
number of credit institutions’ branches in Russia, 1,009
were Sberbank branches as of January 1, 2006. As com�
pared with January 1, 2005, their number fell by two.

In 2005, credit institutions and their branches con�
tinued to increase the number of internal divisions, such
as additional offices and cash credit offices. At the same
time, there was a fall (from 18,491 to 17,662) in the total
number of cash points. The total number of internal divi�
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Number of banks with own funds (capital) in excess of €5m and their share
in aggregate banking sector capital

CHART 1.4

sions of credit institutions and their branches increased
by 1,964 over the year and stood at 29,634 as of January
1, 2006, as against 27,670 as of January 1, 2005.

In all federal districts, except the Central Federal Dis�
trict, the number of branches of banks based in other re�
gions exceeded the number of local credit institutions and
their branches as of January 1, 2006. A year earlier, local
credit institutions and their branches also predominated
in the Ural Federal District.

I.2.2. Banking sector development
at the regional level7

The number of regional banks8 fell slightly in 2005:
from 628 as of January 1, 2005, to 607 as of January 1,
2006. Growth in the regional banks’ assets in 2005 (by
32.2%) was slower than that in aggregate banking sector
assets (by 36.6%). As a result, the share of the regional
banks in aggregate banking sector assets contracted
slightly and as of January 1, 2006, it stood at 15.0% as
against 15.5% as of January 1, 2005.

The aggregate own funds (capital) of the regional
banks increased by 30.2 billion rubles, or 18.7%, in 2005,
but its share in aggregate banking sector own funds (cap�
ital) contracted to 15.4% from 17.0% as of January 1,
2005.

Regional banks remained profitable in 2005. They
posted a profit of 34.1 billion rubles, an increase of 29.0%
on 2004. The share of profit�making regional banks in total
regional banks expanded by one percentage point over
the year to 99.3% as of January 1, 2006, and the share of
profit�making regional banks in regional banks’ total as�
sets stood at 99.9%.

The region with the best supply of banking services9

in 2005 was the North�Western Federal District, which
improved its leading position over the year due to the most
rapid rates of growth in assets and household deposits.
The aggregate level of supply with banking services in the
Volga Federal District and Central Federal District was
also above the national average.

The Ural Federal District had the worst supply of bank�
ing services in 2005, replacing the traditionally far behind
Siberian Federal District because it had the smallest ratios
of assets and loans to regional GDP. The supply of bank�
ing services in the Southern Federal District and Far East�
ern Federal District was also below the national average.

The worst supply of banking services among the con�
stituent members of the Russian Federation was regis�
tered, as in the past, in the Republics of Ingushetia and
Daghestan; the best was in St Petersburg, the Magadan
and Kaliningrad Regions.

As of the beginning of 2006, there were not more than
two operating local credit institutions in 14 constituent
members10 (the Bryansk, Kursk, Lipetsk, Novgorod, Orel,
Penza, Tambov and Chita Regions and the Republics of
Buryatia, Ingushetia, Kalmykia, Karelia, Tyva and Marii
El)11. In three constituent members of the Russian Fed�
eration (the Jewish Autonomous Region, Chukchee Au�
tonomous Area and Chechen Republic) there were no
operating credit institutions as of January 1, 2006, as was
the case in previous years.

I.2.3. Banking sector concentration levels

The share of the 200 largest credit institutions in
terms of assets in aggregate banking sector assets re�
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7 Regional banks are those registered outside Moscow and the Moscow Region.
8 Data on the number of regional banks are cited regardless of their assets. In 1.2.4 Banking sector clustering these banks are clus�
tered, including by assets.
9 The level of supply with banking services was calculated without taking into account credit institutions based in Moscow and the
Moscow Region.
10 Not counting the autonomous areas within other constituent members of the Russian Federation.
11 As of January 1, 2006, this group of constituent members included the Republic of Tyva, where the number of operating local credit
institutions declined from three to two in 2005.



18

BANK OF RUSSIA

Russian banking sector concentration levels
(HHI)

CHART 1.5

Asset concentration
by federal district

CHART 1.6

mained virtually unchanged in 2005 and as of January 1,
2006, it stood at 89.6% as against 89.0% as of January
1, 2005, but the share of the top five banks contracted
from 45.1% to 43.8%.

The 200 largest credit institutions in terms of own
funds (capital) accounted for 85.1% of aggregate bank�
ing sector own funds (capital) as of January 1, 2006, as
against 82.9% as of January 1, 2005, of which the top
five banks accounted for 36.0% as against 34.0% as of
January 1, 2005.

The number of credit institutions with own funds (cap�
ital) in excess of €5 million increased from 501 to 602, or
by 20.2%, in 2005 (the aggregate own funds (capital) of
this group of banks grew 34.5%) and their share in ag�
gregate banking sector own funds (capital) expanded
from 94.0% to 97.0% (see Chart 1.4). The number of
credit institutions with own funds (capital) of more than
€5 million reached almost 50.0% of the total number of
credit institutions (48.0% as of the beginning of 2006 as
against 38.6% a year earlier) and this year the number of

credit institutions with own funds (capital) of over €5 mil�
lion will exceed, by estimates, the number of institutions
that do not meet this criterion.

At the same time, the Russian banking sector has a
low level of asset, loan and capital concentration because
it comprises a considerable number of medium�sized and
small credit institutions (with own funds (capital) of less
than €5 million). The dynamics of the internationally�ac�
cepted Herfindahl�Hirschman Index (HHI)12 bear this out
(see Chart 1.5). After a slight rise in 2004, the index of
concentration of assets returned to the low level regis�
tered in early 2004. Similar dynamics were observed in
the level of concentration of loans to the sector of non�
financial corporations: after a minor increase in 2004, it
fell to 0.118 in 2005. Thus, the concentration level of loans
to the sector of non�financial corporations in 2005 may
be described as medium.

Only the household deposit market had a high con�
centration level, despite sustained downward dynamics.
As of January 1, 2006, the HHI of this market segment
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registered 0.30 as against 0.46 three years earlier. The
significant decline of the index over the past few years
was largely due to the contraction of Sberbank’s share of
the household deposit market. This was because of tough
competition for household savings, which had increased
after the enactment of Federal Law of December 23,
2003, No. 177�FZ “On Insurance of Household Deposits
with Banks of the Russian Federation” and the establish�
ment of the deposit insurance system.

The capital concentration level is the lowest bank�
ing sector performance indicator (0.052), although in
2005 it rose slightly after several years of continuous
decline.

Significant regional differences in concentration lev�
els remained on the banking services market in 2005 (see
Chart 1.6).

The highest bank asset concentration level (HHI stood
at 0.13) was registered in the North�Western Federal Dis�
trict, which for the first time took the lead over the Central
Federal District in this respect. The concentration levels
in these two federal districts are regarded as medium.
The other federal districts have low concentration levels.
It should be noted that while in 2004 the lowest asset con�
centration level was registered in the Siberian federal dis�
trict, subsequently the asset concentration level in this
federal district almost doubled (higher growth than in any
other federal district) and it rose to the third place after
the North�Western and Central Federal Districts. Apart
from the North�Western and Siberian Federal Districts, a
slight rise in the asset concentration level was registered

in the Southern Federal District, whereas all other feder�
al districts posted a fall in these levels in 2005.

I.2.4. Banking sector clustering

There are various groups of banks in the Russian
banking sector, which differ by development strategy, risk
profile, clientele and sources of funds. To analyse the
banking sector, the Bank of Russia has clustered credit
institutions on the basis of a combination of several char�
acteristics.

The clustering of the banking sector, conducted as
of January 1, 2006 (see Table 1.2), showed that state�
controlled banks accounted for the largest share in as�
sets (40.7%) and own funds (capital) (33.8%). The third
and second largest groups comprised “intra�group” and
“diversified” banks13, whose aggregate share in assets
and own funds (capital) is comparable with that of the
state�controlled banks.

Banks controlled by foreign capital accounted for
8.3% of banking sector assets and 9.2% of banking sec�
tor own funds (capital). The rise in the activity of this group
of banks in 2005 provides grounds to believe that their
share in aggregate banking sector assets and own funds
(capital) will continue to expand.

The largest groups comprise regional medium�sized
and small banks and medium�sized and small banks
based in the Moscow Region, but their share in aggre�
gate banking sector assets is small (4.2% and 5.1% re�
spectively).

Performance indicators
of credit institutions’ groups*

TABLE 1.2

* Clustering criteria and performance indicators of above credit institutions’ groups are used solely for analysis in this work.

13 “Intra�group” banks are those controlled by one or several related owners and determined as such by expert judgement, which is
passed if a person or a group of related persons has a 50%�plus stake in a credit institution or if there is a persistently high level of
large credit claims per borrower or if there is evidence of preferential lending to related borrowers. “Diversified” banks are the largest
banks other than those controlled by the state or foreign capital and not intra�group. The principles of clustering the banking sector
are set out in detail in Annex IV.4.

spuorg’snoitutitsnitiderC rebmuN
etagergganierahs%
stessarotcesgniknab

etagergganierahs%
sdnufnworotcesgniknab

)latipac(

sknabdellortnoc�etatS 23 7.04 8.33

latipacngierofybdellortnocsknaB 15 3.8 2.9

sknab”puorg�artnI“ 901 2.61 4.91

sknab”deifisreviD“ 47 1.52 4.32

noigeRwocsoMehtnidesabsknabllamsdnadezis�muideM 554 1.5 6.8

sknabllamsdnadezis�muidemlanoigeR 484 2.4 4.5

snoitutitsnitidercknab�noN 84 5.0 2.0

:LATOT 352,1 001 001



20

BANK OF RUSSIA

I.3. Banking Operations

14 Balances in organisations’ accounts, including all�level budgetary funds and extra�budgetary funds, household funds, float, factor�
ing and forfeiting balances and funds written down from customers’ accounts but not entered in a credit institution’s correspondent
account.
15 Except resident credit institutions and non�resident banks.

The main trend in banking sector development in
2005 was the increased competition in all banking activ�
ities. The intense competition from international creditors
on the Russian money and capital market could be seen,
among other things, by the increased number of poten�
tial sources for financing the non�financial sector of the
economy. These are larger borrowings from foreign
banks, eurobond placements by companies and the is�
sue of depository receipts. Mention should also be made
of the rapid expansion of the ruble bond market.

Foreign capital is rapidly building up its presence in
Russia. The number of foreign�controlled credit institu�
tions in the Russian banking sector reached 52 as of Jan�
uary 1, 2006, as against 42 as of January 1, 2004, of which
nine are among the top 50 banks by assets operating in
Russia. The assets of the foreign�controlled banks in�
creased 49.3% in 2005 and their own funds (capital) ex�
panded 56.4%. As a result, the share of the foreign�con�
trolled banks in aggregate banking sector assets expand�
ed from 7.6% as of January 1, 2005, to 8.3% as of Janu�
ary 1, 2006 and in own funds (capital) from 7.8% to 9.3%.

I.3.1. The dynamics and structure
of borrowed funds

The resource base of credit institutions continued to
expand in 2005 amid structural changes in banking sec�
tor liabilities (see Chart 1.7).

The balances in customers’ accounts14 increased
40.2% in 2005 to 5,818.9 billion rubles and their share in
banking sector liabilities expanded from 58.2% to 59.7%.

Against the backdrop of the Russian economy’s rap�
id growth funds raised from corporations15 became the
main source of the expansion of the resource base of
credit institutions in 2005. These funds increased 48.7%
as against 43.4% in 2004 (see Chart 1.8). The share of
this source in banking sector liabilities expanded from
27.8% to 30.3% and these funds accounted for 37.0% of
overall growth in banking sector liabilities. Funds raised
from resident organisations predominated in total funds
raised from the enterprise sector: over the year they in�
creased 41.7% and as of January 1, 2006, reached
2,527.7 billion rubles.

The balances in settlement and current accounts,
i.e., short�term resources, rose 31.5% and accounted
for almost 57.0% of the total funds raised from organi�
sations.

Growth in corporate deposits stood at 66.0% as
against 80.5% in 2004 and their share in aggregate
banking sector liabilities expanded from 7.9% to 9.6%.
Demand deposits and deposits with a maturity of up to
30 days increased 140% to 17.5% to total deposits. De�
posits with maturities from 31 days to one year grew
64.7% to 53.8% of total deposits as of January 1, 2006,
and deposits with maturities longer than one year in�
creased 42.1% to 28.7% of total deposits.

Structure of banking sector liabilities
(%)

CHART 1.7

Banks’ funds and profits
Bank accounts
Loans, deposits and other funds received from resident credit institutions
Loans, deposits and other funds received from non�resident banks
Resident and non�resident household deposits
Funds raised from resident organisations
Funds raised from non�resident organisations
Debt obligations issued
Other liabilities

As of January 1, 2005 As of January 1, 2006
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Raising corporate funds
by credit institutions

CHART 1.8

Household
deposits

CHART 1.9
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The biggest growth in corporate deposits was
demonstrated by diversified banks (by 110% to
11.8% of liabilities) and state�controlled banks (by
60% to 7.3% of liabilities). The main factors of growth
were a high level of customer confidence in large
banks and a wider range of services provided by
them. These groups of banks account for almost
62.0% of the banking sector corporate deposits.

The same factors were also behind rapid growth
(by 72.7%) in corporate deposits with banks con�
trolled by foreign capital. The share of these depos�
its in the foreign�controlled banks’ liabilities expand�
ed from 13.5% to 16.0%, whereas the banking sec�
tor average stood at 9.6%.
Other funds raised almost tripled in the period under

review, mainly due to growth in non�resident corporate
funds with maturities longer than one year, which in�
creased from 38.5 billion rubles to 221.1 billion rubles,
i.e., by 5.7 times.

Almost 80% of these funds were raised by state�
controlled and diversified banks. The main source of
these funds are loans on the international market by
subsidiaries of large Russian banks.
At the same time, the share of other funds raised in

banking sector liabilities is still small: as of January 1,
2006, it stood at 2.9% as against 1.3% as of the begin�
ning of last year.

Household deposits were a major source of growth
in credit institutions’ resources. In 2005, they grew faster
than in 2004 and increased over the year by 39.3% as
against 30.3% in 2004, to 2,754.6 billion rubles. The share
of this source of funds in aggregate banking sector liabil�
ities also expanded, from 27.7% to 28.3%. At the same
time, these funds accounted for almost 30% of growth in
banking sector liabilities. Growth in household deposits
with banks was down to factors both unrelated to the
banking sector (growth in real income) and factors that
were directly connected with banking. The latter includ�
ed the establishment of the deposit insurance system,
which was designed to boost public confidence in banks,
the expansion of the bank network, greater availability and

broader range of banking products and the improved
quality of the services provided to households.

In the past three years, ruble�denominated house�
hold deposits have been growing considerably faster than
deposits denominated in foreign currency. This trend
continued in 2005 when ruble�denominated deposits in�
creased 42.7% and deposits in foreign currency grew
29.8% (in ruble terms) (see Chart 1.9). As a result, the
share of ruble�denominated deposits with banks in total
household deposits expanded from 73.8% to 75.6%. In
2005, household deposits with maturities longer than one
year rose 45.0% and their share of total deposits from
57.2% to 59.5%.

Competition continued to increase on the household
deposit market. Household deposits with banks, exclud�
ing Sberbank, expanded 58.4%, whereas household de�
posits with Sberbank grew 26.5%. As a result, Sberbank’s
share of the market, which stood at almost 60.0% at the
beginning of last year, contracted to 54.4% at the end
(see Chart 1.10).
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Household deposits
with credit institutions

CHART 1.10
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16 Of total small and medium�sized banks based in the Moscow Region, 59% have been admitted to the deposit insurance system,
29% have not and 12% had no licence to conduct operations with household funds.
17 Obligations on loans, deposits and other funds raised on the interbank market.

The highest rates of growth in household depos�
its were registered by the diversified banks (75.4%),
intra�group banks (61.2%) and banks controlled by
foreign capital (52.4%). The value of household de�
posits taken by medium�sized and small regional
banks in 2005 increased almost 50% in 2005.

Household deposits with small and medium�sized
banks based in the Moscow Region and admitted to
the deposit insurance system16 increased 47.5%.
Their share in these banks’ liabilities stood at 14.7%
and was considerably smaller than the banking sec�
tor average.
Funds raised by credit institutions by issuing debt

obligations increased 16.3% in 2005 as against 1.5% in
2004 and aggregated 749.2 billion rubles. As of January
1, 2006, the debt obligations issued by banks accounted
for 7.7% of banking sector liabilities as against 9.0% as
of January 1, 2005.

As before, promissory notes accounted for most of
the debt obligations issued by banks (82.0% as of Janu�
ary 1, 2006, as against 78.6% as of January 1, 2005) and
their value rose 21.4% during that period, to 614.5 billion
rubles. At the same time, their share in banking sector
liabilities contracted from 7.1% as of January 1, 2005, to
6.3% as of January 1, 2006.

The biggest growth (35.8%) was registered in
promissory notes issued by medium�sized and small
banks based in the Moscow Region. They accounted
for 9.4% of these banks’ liabilities, but their share in
total bank notes was quite small (7.7%).
The value of bonds issued by banks increased 120%

and savings certificates 80%, but their share in total bank�
ing sector liabilities remained small at 0.8% (it was 0.5%
as of January 1, 2005). One reason for slow growth in the
issue of bank bonds on the domestic market is the high
cost of organising their issue and placing. In addition,
competition has been building up from international fi�

nancial markets, where credit institutions can raise funds
at lower interest rates than on the domestic market.

Interbank liabilities17 increased 47.4% in 2005 as
against 40.3% in 2004 and totalled 1,086.4 billion rubles
and their share in aggregate banking sector liabilities ex�
panded from 10.3% to 11.1%.

Russian credit institutions continued actively to raise
funds on the international interbank market (see also
Subsection II.3). The value of liabilities to non�resident
banks grew 52.4% as against 36.6% in 2004 and as a
result, the share of loans received from non�resident
banks expanded from 69.8% to 72.2% of total interbank
loans (see Chart 1.11). This source of funds accounted
for 8.0% of banking sector liabilities as of January 1,
2006, as against 7.2% as of January 1, 2005. More than
two�thirds of the value of loans on the international in�
terbank market were received for a term of one year and
more (68.9% as of January 1, 2006, as against 57.5%
as of January 1, 2005).

As state�controlled and diversified banks had
high international credit ratings, the value of loans
they received increased 100.0% and 45.8% respec�
tively and these banks accounted for 65.4% of total
loans received on the international interbank market.
The balances of funds raised on the domestic inter�

bank market increased 35.7% in 2005, but their share in
banking sector liabilities remained virtually unchanged at
3.1%.

I.3.2. Asset dynamics and structure

The Russian banking sector managed on the whole
to maintain positive development dynamics and strength�
en its positions in the system of financial intermediation
in 2005.

The structure of banking sector assets is shown in
Chart 1.12.
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Loans, deposits and other funds raised on interbank markets
(% share in total value)

CHART 1.11

Banking sector asset structure
(%)

CHART 1.12
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Diversified banks and banks controlled by foreign
capital registered the highest rate of growth in as�
sets (53.6% and 46.4% respectively), far surpassing
the banking sector average. State�controlled banks
increased assets by 36.8%. The assets of medium�
sized and small regional banks expanded at rates that
were slightly slower than the banking sector average.

The primary orientation of intra�group banks to
the provision of services to affiliated structures is a
factor containing the development of this group of
banks, whose assets increased 28.9% in 2005.
The expansion of lending was the main factor of

growth in banking sector assets in 2005. Sectoral distri�
bution of loans is shown in Chart 1.13.

Loans extended by Russian banks to non�financial
corporations increased 30.5% in 2005 as against 39.0%
in 2004 and totalled 4,110.6 billion rubles as of January
1, 2006, whereas its share in aggregate banking sector
assets contracted from 44.1% to 42.2% over the year.
Almost 69% of operating credit institutions expanded

loans to non�financial corporations. Although foreign cur�
rency loans grew faster than ruble�denominated loans
(38.7% as against 27.4%), 70.7% of total corporate loans
were extended in the national currency.

Loans with maturities longer than one year accounted
for 43.5% of total corporate loans (as against 39.5% as of
the beginning of 2005) and their rates of growth (43.7%)
exceeded by far overall growth in loans. This process points
to the economy’s unabated demand for investment.

State�controlled and diversified banks are the
principal creditors of the non�financial sector of the
economy, accounting for 46.7% and 22.4% of total
corporate loans respectively. Loans extended to the
non�financial sector by these banks account for
48.4% and 37.6% of their assets respectively. The
highest rates of growth in corporate loans, exceed�
ing the banking sector average, were demonstrated
by banks controlled by foreign capital (55.1%), state�
controlled banks (33.9%) and regional small and
medium�sized banks (38.9%).
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Sectoral distribution of loans
(as % of total credit)

CHART 1.13
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The manufacturing sector accounted for 20.2% of
total credit institutions’ outstanding loans as of January
1, 2006, the construction sector 5.7%, the mining sector
4.3%, and agriculture, hunting and forestry 3.7%. Whole�
sale and retail trade establishments and car, motorcycle,
household appliances and personal goods repair firms
accounted for the largest part of total debt (29.8%).

It should be emphasised that the slowdown of lend�
ing to the non�financial sector in 2005 was the result of
banks’ increased consumer lending and investment in
corporate securities amid intense competition from in�
ternational creditors of Russian non�financial corpora�
tions. The assigning to Russia of the investment grade
rating by leading world rating agencies in 2005 gave a
fresh impetus to eurobond placements, which became a
major source for financing the long�term borrowings of
Russia’s big business. First of all this applies to industrial
corporations, which have a high credit rating on the world
financial market.

Loans and other funds placed with non�resident le�
gal entities in 2005 increased 38.1% to 164.1 billion ru�
bles, of which 88.8% of placements were in foreign cur�
rency. The share of loans to non�resident legal entities in
banking sector assets was small (1.7% as of January 1,
2006).

Lending to households continued to expand rapidly
in 2005. Loans to resident individuals18 increased 90.0%,
from 616.5 billion rubles as of January 1, 2005, to 1,174.9
billion rubles as of January 1, 2006. Loans to households
are largely extended in rubles (85.2% of their total vol�
ume). The share of loans to households in aggregate
banking sector assets expanded from 8.6% as of Janu�
ary 1, 2005, to 12.1% as of January 1, 2006, and in total
banking sector loans from 13.8% to 18.4%.

Most of banking sector loans to resident individ�
uals were extended by state�controlled banks

(48.8%), diversified banks (24.5%), intra�group
banks (9.4%) and banks controlled by foreign capi�
tal (8.4%). At the same time, lending to households
was expanded at the most rapid rates in 2005 by di�
versified banks, which increased loans 180% in vol�
ume, banks controlled by foreign capital, which al�
most doubled loans, and state�controlled banks,
which registered an 80% increase in loan volume.
Large banks have a competitive edge on the retail
services market due to their extensive branch net�
work, diversified resource base and highly�qualified
management, and advanced banking technologies
including in the risk control field.
Total loans extended to the non�financial and house�

hold sector increased 40.3% to 5,454.0 billion rubles in
2005. Its share in aggregate banking sector assets ex�
panded from 54.5% to 55.9% and relative to GDP from
22.9% to 25.3%.

Credit institutions continued to be proactive on the
securities market in 2005. Their investments in securities
increased 41.6% over the year (as against 8.4% in 2004)
to stand at 1,539.4 billion rubles as of January 1, 2006,
and their share in banking sector assets expanded slightly
(from 15.2% to 15.8%).

The share of investments in debt obligations contract�
ed in 2005 from 69.2% to 67.3% of credit institutions’
securities portfolios and the share of discounted promis�
sory notes shrank from 17.8% to 13.6%; the share of in�
vestments in stocks and shares expanded from 13.0% to
19.0% (see Chart 1.14).

The structure of credit institutions’ investments in
debt obligations changed significantly. While the value of
bank investments in federal government debt instruments
increased 13.0% to 492.0 billion rubles, their share con�
tracted from 6.1% to 5.0% of aggregate banking sector
assets and from 57.9% to 47.5% of total bank investments

18 Including loans to private entrepreneurs.
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Structure of investments in securities
(including discounted promissory notes), %

CHART 1.14
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19 Here and below, investments in stocks and shares include majority shareholding.
20 Under Bank of Russia Regulation of March 26, 2004, No. 254�P “On the Procedure for Making by Credit Institutions Loan Loss
Provisions, Provisions for Loan Debts and Similar Debts”, the promissory notes of legal entities (except credit institutions) are classi�
fied in Loan Quality Category III (doubtful) and lower.

in debt obligations. Investments in corporate bonds en�
sured almost 40% of growth in bank investments in debt
obligations. Against the backdrop of upward price dynam�
ics, investments in corporate bonds increased almost
110% as against 80% in 2004, to 221.5 billion rubles, and
their share in aggregate banking sector assets expand�
ed from 1.5% to 2.3%.

As the RTS index rose, investments in stocks and
shares19 increased 110% as against 21.7% in 2004, to
292.8 billion rubles, but their share in banking sector as�
sets remained small (3.0% as of January 1, 2006, as
against 2.0% as of January 1, 2005). Investments in the
shares of Russian non�financial corporations accounted
for 41.3% of total investment, 12.2% in the shares of res�
ident credit institutions and 9.0% in the shares of non�
resident banks. Placements for investment purposes
(controlling shareholding) were largely made in the shares
of resident credit institutions and non�resident banks,
whereas investments for subsequent resale were made
in the shares of Russian non�financial corporations, es�
pecially blue chips.

Growth in banks’ investments in discounted promisso�
ry notes (8.6%) was considerably smaller than in other ac�
tive operations in 2005. The share of discounted notes in
banking sector assets contracted from 2.7% to 2.2% over
the year. Discounted notes of Russian banks accounted for
67.9% of the discounted note portfolio (as against 49.2% in
2004) and their value increased 50% to 142.6 billion rubles.
At the same time, investments in discounted notes of other
Russian enterprises decreased almost 29.0% and their
share in total discounted notes contracted from 46.8% to
30.6% over the year. Credit institutions reduce investments

in discounted notes of non�financial corporations to improve
the quality of their credit portfolios20.

Having reduced their investments in Russian non�
financial corporation notes by more than a half (55%),
the state�controlled banks increased investments in
Russian banks’ notes by 14.7%. Intra�group banks
increased investments in Russian banks’ notes by
81.0%, diversified banks by 49.3% and medium�sized
and small banks based in the Moscow Region by
58.0%.
Claims on interbank loans rose 56.9% in the banking

sector as a whole in 2005 (as against 61.5% in 2004) and
amounted to 668.0 billion rubles and their share in bank�
ing sector assets expanded from 6.0% to 6.9%. This
growth was largely due to a 79.5% increase in the funds
placed with non�resident banks, whose share in banking
sector assets expanded from 2.7% to 3.6%. It should be
noted that mostly short�term funds are placed with non�
resident banks: only 14% of total loans to non�resident
banks were placed for a maturity longer than one year as
of January 1, 2006.

Diversified banks were particularly proactive on
international financial markets: the value of funds they
placed with non�resident banks in 2005 increased
120%. This group of banks placed 37.7% of total
loans extended to non�resident banks. Banks con�
trolled by foreign capital increased their placements
with non�resident banks by 94.0% and state�con�
trolled banks by 66.3%.
The value of loans placed on the domestic interbank

market grew 37.6% and their share in banking sector as�
sets was virtually unchanged at 3.2%.
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I.4. Financial Performance of Credit Institutions

Banking sector
financial result

CHART 1.15

I.4.1. Financial results

In 2005, growth in banking sector profits was the big�
gest over the past three years (47.3% as against 38.6%
in 2004).

Rapid rates of profit growth were typical of all
groups of banks, but intra�group banks’ profits in�
creased 2.1 times faster the banking sector average
and diversified banks’ profits grew 1.6 times faster.
The profits of operating credit institutions stood at

262.1 billion rubles in 2005 (see Chart 1.15) and taking
into account the financial result of the previous years, it
amounted to 304.5 billion rubles (as against 177.9 billion
rubles and 199.4 billion rubles in 2004 respectively).

The share of profit�making credit institutions expand�
ed from 98.2% to 98.9% of total credit institutions in 2005,
whereas the number of loss�making credit institutions fell
from 22 to 14 and their share contracted from 1.7% to
1.1% of total credit institutions. However, the total losses
of operating credit institutions increased from 600 mil�
lion rubles in 2004 to 7.9 billion rubles in 2005. Most of
the losses (about 95.0%) were incurred by a large bank
in the process of reorganisation and expansion.

The distribution of the various groups of banks
from the standpoint of the financial result corre�
sponds on the whole to their position in the banking
sector in terms of assets. The biggest contribution to
the financial result (39.4%) was made by the state�
controlled banks, which accounted for 40.7% of
banking sector assets; diversified banks contributed

27.1% and their share in banking sector assets stood
at 25.1%; intra�group banks contributed 18.5% (their
share in banking sector assets was 16.2%).
Banking sector efficiency indicators continued to

improve due to high rates of growth in profits. The return
on credit institutions’ assets increased from 2.9% in 2004
to 3.2% in 2005 and the return on equity grew from 20.3%
to 24.2%21, which shows that the banking sector is be�
coming increasingly attractive to investors. In the year
under review, 562 banks, or 44.9% of the total, increased
their return on assets and 671 banks, or 53.6% of the to�
tal, increased their return on equity.

Intra�group and diversified banks improved their
profitability indicators significantly. The return on as�
sets in these two groups of banks in 2005 reached
3.6% and 3.7% respectively, the highest levels in the
banking sector (2.3% and 3.6% in 2004 respective�
ly). The return on equity increased from 13.1% to
22.2% in intra�group banks and from 22.3% to 30.8%
in diversified banks in 2005.

Banks controlled by foreign capital ceased to be
the most profitable banks in 2005. Compared to 2004,
the return on assets in this group of banks decreased
from 3.7% to 2.9% and the return on equity from
28.7% to 20.8%, because growth in their financial
result (10.0% over 2005) was 4.7 times smaller than
the banking sector average. This was due, to some
extent, to significant growth in their expenditures on
the development of retail and other service infrastruc�
tures.

The profitability indicators of state�controlled
banks were close to the banking sector average: their
return on assets was 3.1% and on equity 28.4%.

Medium�sized and small regional banks remain
far more profitable than medium�sized and small
banks based in the Moscow Region. The return on
equity of the medium�sized and small regional banks
was 16.7% in 2005 and the return on assets 3.0%
(15.8% and 3.0% in 2004 respectively). The return
on assets of the Moscow�based medium�sized and
small banks fell slightly (from 2.3% in 2004 to 2.1%
in 2005) and the return on equity was down from 9.0%
to 8.7%. The Moscow�based medium�sized and small
banks are the least profitable banks in Russia.

I.4.2. Income and expense structure

Income from foreign exchange dealing continued to
account for the largest part of credit institutions’ gross
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Structure
of current financial result
(net income and profits)
of credit institutions

CHART 1.16

income (45.1% in 2005 as against 37.3% in 2004). This
was the result of the favourable situation on the domestic
foreign exchange market, brought about by a massive
inflow of exporters’ foreign currency earnings, and the
world currency market, which led to growth in credit in�
stitutions’ operations with foreign exchange and foreign
currency values and a corresponding increase in income
from these operations. However, the share of net income
(income less expense) from foreign exchange operations
in banking sector net current income was small (see more
below).

The recovery of sums from fund and reserve accounts
continued to account for a large part of gross income in
2005 (27.0% as against 34.0% in 2004).

Expenses on foreign exchange operations, whose
share expanded from 38.7% to 46.9%, and expenses on
deductions to funds and reserves, whose share contract�
ed from 37.7% to 30.8%, accounted for the largest part
of expenses in 2005. There was a significant contraction
in the share of expenses on securities trading (from 5.4%
to 3.9%). Expenses on interest payments on borrowings
(their share stood at 5.6% in 2005 as against 5.9% in
2004) and administrative expenses, whose share con�
tracted from 4.5% in 2004 to 4.2%, decreased slightly
over the year in relative terms.

Net current income of credit institutions22 is a more
revealing indicator for analysis. In 2005 it increased 42.4%
year on year, to 665 billion rubles. Its structure was largely
determined by the further expansion of lending, growth
in banks’ investments in securities and increase in bank�
ing commissions (see Chart 1.16).

Net interest income is the main element of net cur�
rent income of credit institutions and its share in net in�
come expanded slightly in 2005 (from 62.3% in 2004 to
63.0%). The slowing of growth in interest expenses on
household deposits, caused by a drop in interest rates23,
seriously affected growth in net interest income.

State�controlled banks significantly expanded
the share of net interest income (from 66.4% to
73.7%). In banks controlled by foreign capital the
share of this income increased from 51.0% to 53.5%.
Other groups of banks reduced slightly the share of
interest income in total net income.
Net commission income and its share in net income

of credit institutions continued to increase (one reason
for this is the expansion of retail services). Net commis�
sion income is second to interest income, exceeding net
income from investments in securities and operations with
foreign exchange. The share of net commission income
in net income expanded from 22.6% as of January 1,
2005, to 23.2% as of January 1, 2006.

All groups of banks, except intra�group banks,
registered growth in net commission income. This
kind of income is particularly important for banks con�
trolled by foreign capital due to the significant expan�
sion of retail services provided by this group of banks.

As a result, their share increased from 22.6% to
26.0%.
As a result of growth in operations with foreign ex�

change and securities, net income from these operations
increased, but its share in net current income remained
virtually unchanged.

It appears that a decline in net income from the pur�
chase and sale and revaluation of securities came to an
end in 2005. The share of this income in total net current
income contracted from 12.5% in 2004 to 12.4%. This
was largely due to the restructuring of investments in se�
curities: the share of investments in government securi�
ties contracted, whereas the share of investments in high�
er�yield shares and corporate bonds expanded.

Intra�group banks and diversified banks posted
the biggest growth in the share of this income in total
net current income in 2005 (from 14.0% to 17.3% and
from 17.2% to 23.0% respectively). State�controlled
banks continued to reduce the share of income from
securities trading in net current income (in 2005, it
stood at 7.2% as against 13.0% in 2004).
The share of credit institutions’ net income from op�

erations with foreign exchange and foreign currency val�
ues, including the exchange rate differences, remained
stable at 5.1% in 2005 (it was 4.9% in 2004).

This income is most important for the banks con�
trolled by foreign capital, although the share of in�
come derived by these banks from foreign exchange
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22 Net income is the financial result before making (recovering) provisions net of maintenance and administrative expenses. Calculat�
ed in accordance with the Profit and Loss Statement of Credit Institutions (form code 0409102).
23 An average weighted interest rate on ruble�denominated household deposits with all maturities, except demand deposits, decreased
from 9.2% p.a. in January 2005 to 7.4% p.a. in December 2005.
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dealing contracted from 21.5% to 19.1% in 2005. At
the same time, the role played by income from for�
eign exchange dealing in net current income changed
dramatically in the medium�sized and small banks of
the Moscow Region: its share in net income of this
group of banks expanded from 6.4% in 2004 to
19.1%24. The intra�group banks’ income from foreign
exchange operations accounted for 2.1% of the
groups’ net current income, whereas in 2004 intra�
group banks registered a 1.3% loss of net current
income on these operations.
The maintenance and administrative expenses of

credit institutions increased 31.9% in 2005 as against
24.1% in 2004, but relative to net current income they
declined from 49.2% in 2004 to 45.5%.

Maintenance and administrative expenses were
cut by all groups of banks in 2005, except intra�group
banks and banks controlled by foreign capital, in
which these expenses remained virtually unchanged.
Medium�sized and small regional banks have the
highest maintenance and administrative expenses
(62.4% of net current income).
In 2005, the value of provisions made by credit insti�

tutions (net of recovered ones) increased 72.2% to 100.0
billion rubles and the ratio of provisions to net income
expanded from 12.4% to 15.0%. Last year’s growth in
provisions indicates, to some extent, that credit risk had
increased and that banks had taken a more conservative
approach to the evaluation of the quality of their loan port�

folios to qualify for admission to the deposit insurance
system25.

This is particularly obvious in the group of banks
controlled by foreign capital and state�controlled
banks, which registered slower growth in profits due
to the significant increase in provisions previously
maintained at a low level. The ratio of provisions to
net income in the banks controlled by foreign capital
stood at 15.4% in 2005, whereas in 2004 the recov�
ered provisions of these banks exceeded the provi�
sions they made. The ratio of provisions to net income
in the state�controlled banks grew from 6.7% to
15.2%.
The grouping of credit institutions by financial sound�

ness changed in 2005 owing to the measures taken to
assess the financial soundness of credit institutions for
admission to the deposit insurance system. The number
of credit institutions without any shortcomings (Group 1)
decreased from 352 to 218, whereas the number of credit
institutions with few shortcomings (Group 2) rose from
904 to 986. Overall, financially sound credit institutions
(Group 1 and Group 2) accounted for 96.1% of the total
number of operating banks in 2005 as against 96.7% a
year earlier. The share of problem banks (Group 3 and
Group 4) expanded slightly over the year (from 3.2% in
2004 to 3.9%).

Overall, the share of financially sound credit institu�
tions in aggregate banking sector assets remained large
(99.6%) in 2005.

24 As Moscow�based medium�sized and small banks stagnate as far as lending, securities trading and settlements are concerned, the
role of foreign exchange dealing inevitably increases. This applies, in particular, to the currency exchange operations (a list of the
banks that are the principal players on the Moscow spot currency market bears this out).
25 The share of loan loss provisions expanded significantly in total provisions (net of recovered ones) in 2005 (from 93.2% to 98%). In
2004, growth in lending activity was not accompanied by corresponding growth in provisions, which remained unchanged on the
previous year.



IIBanking
Sector

Risks



30

BANK OF RUSSIA

II.1. Credit Risk

II.1.1. Overdue loan debts

The credit risk of Russia’s banks remains moderate.
While loans and other placements increased 42.7%, over�
due loan debt expanded 23.4% in 2005 and as of Janu�
ary 1, 2006, it stood at 76.4 billion rubles. At the same
time, its share in total loan debt contracted from 1.4% to
1.2%.

Banks that have prime borrowers have more
chance of getting their credit back. Intra�group banks
saw the share of overdue debt contract in their credit
portfolios in 2005 from 1.5% to 1.3% and this share
narrowed even more in state�controlled banks (from
1.7% to 1.1%). The share of overdue debt in other
groups of banks expanded in the year. Medium�sized
and small banks based in the Moscow Region and
other regions had the largest share of overdue debt
(1.6% as of January 1, 2006, as against 1.3% as of
January 1, 2005, and 1.7% as of January 1, 2006, as
against 1.5% as of January 1, 2005 respectively). The
most rapid growth in the share of overdue debt was
registered in the banks controlled by foreign capital
(from 0.7% as of January 1, 2005, to 1.1% as of Jan�
uary 1, 2006), largely because total loan debt in�
creased significantly in this group. In addition, most
of the banks controlled by foreign capital have high�
er accounting standards.
The number of credit institutions with overdue debt

accounting for less than 4%26 of their credit portfolio de�
clined slightly (from 753 as of January 1, 2005, to 741 as
of January 1, 2006) and the share of these banks in bank�
ing sector assets remained virtually unchanged at 91.2%
as against 91.6% as of January 1, 2005.

There was also a slight fall (from 56 to 54) in the num�
ber of credit institutions with an overdue debt of more
than 8% in their credit portfolios. These banks account�
ed for 1.2% of banking sector assets as of January 1,
2006. At the same time, in most of them real loan loss
provisions and the value of collateral almost equalled
overdue debt.

The level of credit risk of Russia’s banks is still pri�
marily affected by the quality of loans extended to the
sector of non�financial corporations, which accounted for

43.8% of aggregated banking sector assets as of Janu�
ary 1, 2006, or more than two�thirds of the total value of
the loans extended. Overdue debt accounted for 1.3% of
loans to the sector of non�financial corporations as of
January 1, 2006, as against 1.5% at the beginning of last
year. As regards ruble�denominated loans, this indicator
remained virtually unchanged (1.5% as of January 1,
2006, and 1.6% as of January 1, 2005), whereas the share
of overdue debt in foreign currency�denominated loans
contracted from 1.4% to 0.8%. In terms of the borrow�
ers’ activity category (see Chart 2.1), the largest share
of overdue debt was registered in 2005, as in the previ�
ous years, on ruble loans to agriculture27 (2.2% in 2005
as against 2.9% in 2004), construction (1.8% in 2005 as
against 1.5% in 2004) and trade and public catering28

(1.7% in 2005 as against 2.3% in 2004). The share of
overdue debt on loans extended in foreign currency to
agriculture29 expanded significantly in 2005 (from 0.5%
as of January 1, 2005, to 2.3% as of January 1, 2006).
At the same time, the share of overdue debt in foreign
currency loans to the construction sector contracted
from 6.5% as of January 1, 2005, to 1.1% as of January
1, 2006.

Overdue debt on loans to households increased rap�
idly in 2005 and its share in total loans expanded from
1.4% as of January 1, 2005, to 1.9% as of January 1, 2006.
The share of overdue debt on ruble credit to households
expanded from 1.3% as of January 1, 2005, to 2.0% as of
January 1, 2006, and on foreign currency loans contract�
ed from 1.6% to 1.3%.

The risk monitoring of lending to the sector of
non�financial corporations by the 200 largest banks
in terms of assets revealed 41 banks with a poten�
tially high level of credit risk30 as of January 1, 2006.
These banks accounted for 17.7% of aggregate
banking sector assets. An analysis of the credit risk
concentrations showed that in 29 of these 41 banks
the share of loans to financially unsound borrowers
in total classified loans exceeded the average for the
200 largest banks.

The risk monitoring of lending to individuals also
put in the risk group31 41 banks of the 200 largest
banks by assets32. These banks accounted for 16.1%

26 Threshold values 4% and 8% were established by monitoring the bank exposure in lending to non�financial enterprises.
27 From January 1, 2005, agriculture, hunting and forestry.
28 From January 1, 2005, wholesale and retail trade and car, motorcycle, household appliances and personal goods repairs.
29 From January 1, 2005, agriculture, hunting and forestry.
30 Banks whose failure to recover overdue debt may lead to the reduction of capital adequacy to dangerously low levels (less than
12%).
31 As in the case of risk monitoring of lending to the sector of non�financial corporations, the risk group comprises banks in whose
failure to recover overdue debt may lead to the reduction of capital adequacy to levels lower than 12%.
32 These are not the same banks as indicated above.
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Overdue debt in debt on loans by borrowers’ activity category
as of January 1, 2006 (%)

CHART 2.1

Quality of banking sector
credit portfolio
as of January 1, 2006 (%)

CHART 2.2

of aggregate banking sector assets. In 10 out of these
41 banks the share of loans to households exceeded
10% and the ratio of overdue debt to own funds (cap�
ital) was more than 5%. These 10 banks accounted
for 2.35% of aggregate banking sector assets.

II.1.2. Credit portfolio quality

As of January 1, 2006, standard loans accounted for
48.2% of banking sector loan debt and non�performing
loans (problem and bad loans) 3.2% (46.9% and 3.8% as
of January 1, 2005 respectively). This level is consider�
ably lower than the credit risk level that may provoke a
bad debt crisis33 (see Chart 2.2). When evaluating the sit�
uation, allowances should be made for the quality of credit
institutions reporting. Nevertheless, even in that case the
risk of a bad debt crisis is now low.

As of January 1, 2006, the largest share of non�
performing loans was in the credit portfolios of intra�
group banks (4.4% of total loans). In the banks con�
trolled by foreign capital, non�performing loans ac�
counted for 0.8% of their credit portfolio and these
banks also had the largest share of standard loans
(62.5%).
There were 480 credit institutions with standard loans

comprising more than half of their credit portfolios. These
banks accounted for 33.6% of aggregate banking sector
assets. In comparison, there were 460 such credit insti�
tutions in 2004 and they accounted for 55.8% of aggre�
gate banking sector assets.

The number of credit institutions with a share of
standard loans exceeding 50% increased mostly due
to the Moscow�based and regional medium�sized
and small banks. This was, to some extent, the result
of tightened requirements for the quality of credit in�
stitutions’ credit portfolios in connection with their
admission to the deposit insurance system.

II.1.3. Credit risk concentration

None of the credit institutions violated the maximum
major credit risk ratio34 (N7) in 2005 (there was one as of
the beginning of last year).

Over the year, major credit exposures (credit risks)
of the banking sector increased by 29.6% from 2,298.2
billion rubles to 2,978.1 billion rubles and overall loan debt
grew 42.7%. As a result, major credit in aggregate bank�
ing sector assets contracted from 32.2% as of January
1, 2005, to 30.5% as of January 1, 2006.

Large credit exposures accounted for the larg�
est part of bank assets in the medium�sized and small
banks of the Moscow Region (45.6%) and the small�
est in the state�controlled banks (20.8%).
According to reported data, the number of credit in�

stitutions that violated the N6 ratio (maximum risk per
borrower or group of connected borrowers) declined from
23 to 13 and their share in aggregate banking sector as�
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33 In international banking supervision practice non�performing loans exceeding 10% of the total loan portfolio denote a high credit
risk.
34 Under Article 65 of the Federal Law “On the Central Bank of the Russian Federation (Bank of Russia)”, a major credit risk is the sum
of loans, guarantees and sureties provided to one client in excess of 5% of a bank’s regulatory capital.
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sets contracted from 5.9% at the beginning of last year
to 5.3%.

II.1.4. Shareholder� and insider�related
credit risks

As of January 1, 2006, the N9.1 ratio (maximum loans,
bank guarantees and sureties provided by a credit insti�
tution or banking group to its members or shareholders)
was calculated by 479 credit institutions (500 credit in�
stitutions as of January 1, 2005). None of the credit insti�
tutions as of the beginning or the end of 2005 was found
guilty of failing to comply with this ratio (its threshold lev�
el is set at 50%).

The N10.1 ratio, which sets a limit on total loans ex�
tended by a credit institution to insiders and guarantees
and sureties issued to them, was calculated by 936 cred�
it institutions as of January 1, 2006 (932 credit institu�
tions as of January 1, 2005). As of the end of 2005, none
of the banks failed to comply with this ratio, whereas at
the beginning of last year two credit institutions were
found guilty of violating it.

II.1.5. Loan loss provision

Loan loss provision levels remained high through�
out 2005. The loan loss provisioning levels of most of
the credit institutions virtually on all reporting dates
matched the minimum required level35. As of January 1,
2006, the number of banks that had made a loan loss
provision of at least 100% of the estimated provision
adjusted to the collateral factor stood at 1,186 and
they accounted for 98.4% of banking sector assets
(1,203 banks and 95.4% of banking sector assets as
of January 1, 2005).

Total loan loss provisions accounted for 5% of ac�
tual loan debt and 64% of non�performing (problem and
bad) loans as of January 1, 2006 (68% as of January 1,
2005)36.

According to expert judgement, some credit in�
stitutions continued to understate their balance
sheet profits (possibly to have their profit tax re�
duced) by increasing provisions for possible losses
on loans and similar debts as of the quarterly dates.
In 2005, the number of credit institutions suspected
of using this tax evasion scheme increased from 22
to 26 and the average understated profits increased
from 368 million rubles to 447.0 million rubles. Only
three of these banks are among the 200 largest in
terms of assets.

II.1.6. Risks connected
with corporate finance

The financial position of the corporate borrowers
monitored by the Bank of Russia were generally better
than in 2004. The overall conclusion is that their finan�
cial position improved last year. Industrial and commu�
nications enterprises had the best position at the end
of last year, whereas enterprises in other sectors, not�
withstanding improved finances, faced serious prob�
lems.

The total assets of enterprises increased in 2005 and
the capital assets were covered by investment resourc�
es37. Only construction and communications enterprises
did not have enough investment resources at the end of
2005.

The actual level of self�financing of enterprises38,
which is reflected by the net worth to assets ratio, was
reasonably high, but it fell slightly in 2005 and at the end
of the period stood at 69%. Only industrial and agricul�
tural enterprises had sufficient net worth to the capital
assets ratio.

The debt to net worth ratio of enterprises increased
slightly in 2005 but remained moderate at 0.5 rubles. Only
construction enterprises and trade and catering estab�
lishments registered a significant increase in the debt
burden. At the end of the year, a moderate debt burden
was typical mostly of industrial enterprises, but other en�
terprises carried a heavy debt burden. Transport and
communications enterprises had a debt burden of 0.9
rubles. As of the end of 2005, liabilities exceeded the net
worth of construction enterprises by 60% and trade and
catering establishments by 200%.

The raising of mostly long�term funds, including bank
credit, allowed enterprises to finance not only current
operations, but also investment assets. The working cap�
ital increased by 25% in 2005 and as a result, the floating
capital increased from 45.2% to 50.2%. Only construc�
tion, transport and communications enterprises had no
working capital.

Enterprises’ settlements improved to some extent
in 2005 due to a significant reduction in overdue accounts
receivable. Only trade and catering establishments reg�
istered an increase in overdue accounts receivable. De�
spite growth in short�term accounts receivable, overdue
receivables to total receivables ratio decreased from 16%
to 13%.

The short�term net�debtor position39 in settlements
increased in the period under review, a process typical of
industrial enterprises, above all.

35 Beginning from reporting as of September 1, 2004, the minimum loan loss provision has been determined by adjusting the estimat�
ed provision taking into account the collateral factor in compliance with Bank of Russia Regulation No. 254�P, dated March 26, 2004,
“On the Procedure for Making by Credit Institutions Loan Loss Provisions, Provisions for Loan Debts and Similar Debts”.
36 Allowing for the collateral factor and imputed problem loan provision, which accounts for 51% to 100% of the principal amount of
debt, depending on the extent of loan depreciation.
37 The sum of net worth and long�term liabilities.
38 The share of net assets in the enterprise balance sheet total.
39 The excess of accounts receivable over accounts payable.
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Enterprises’ earnings from the sale of goods, works
and services increased 21% in 2005 year on year as
against 25% in 2004. The slowing of growth in earnings
amid growth in expenses led to the net outflow of funds in
2005.

Net cash outflow of enterprises accounted for 0.1%
of earnings and led to the reduction of cash assets by al�
most 3%. Net cash outflow was registered mainly in in�
dustry, whereas in other sectors net cash inflow led to an
increase in enterprises’ cash assets.

The current assets to current (short�term) liabil�
ities ratio (net of overdue accounts receivable) improved
and rose to 211% in 2005, whereas at the end of 2004 it
stood at 204%. Only construction, transport and commu�

Indicators of corporate borrowers’ finances
(%)

TABLE 2.1

* Net worth to assets.
** Liabilities to net worth.
*** Over year.

rotacidnI
5002
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seitilibaillatot’sesirpretnenisknabotseitilibaiL 9.53 4.83

seitilibailtnerrucothsaC 8 6
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***latipacytiuqenonruteR 51

nications enterprises did not have enough current assets
(net of overdue receivables) to cover their current (short�
term) liabilities. The communications enterprises had the
lowest ratio (74%).

The cash assets to current (short�term) liabilities ra�
tio (or current liquidity ratio) decreased from 8% to 6% in
2005 as a result of net cash outflow.

Profits were the financial result of enterprises’ ac�
tivity before tax and in 2005 it increased 24% year on year
(in 2004, profits rose 50% year on year). Only agricultur�
al enterprises registered a fall in profits.

Enterprises’ return on assets40 stood at 10% in
2005 as against 12% in 2004 and the return on equity
capital fell from 17% in 2004 to 15%.

40 Pre�tax profits to the year’s average value of assets.
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II.2. Market Risk

Foreign currency assets
and liabilities in aggregate
banking sector assets and liabilities (%)

CHART 2.4

Market risk and its share
in aggregate banking sector risk

CHART 2.3
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II.2.1. General characteristics
of market risk

The number of credit institutions calculating market
risk41 decreased from 790 to 772 in 2005, but their share
in banking sector assets expanded from 90.2% to 91.6%.

Banking sector market risk increased 41.5% in the
period under review and stood at 371.2 billion rubles as
of January 1, 2006. This was mainly due to credit institu�
tions’ increased activity on the securities market, reflect�
ed in the enlargement of their trade portfolios, and the
expansion of credit institutions’ operations on derivatives
markets. The ratio of market risk to own funds (capital) of
banks calculating market risk also increased, from 31.7%
to 33.6%. However, the share of market risk in aggregate
banking sector risk remained low at less than 5% as of
January 1, 2006 (see Chart 2.3).

Stock market risk accounted for the largest part of
market risk (42.9% as of January 1, 2006), whereas in�
terest rate risk accounted for 39.8% as against 39.8% and
41.8% respectively as of January 1, 2005. At the same
time, interest rate risk accounted for the largest part of
market risk on some reporting dates during the year due
to considerable growth in positions in corporate debt in�
struments. Overall, the value of corporate debt instru�
ments in the trading book increased 120% in 2005. For�
eign exchange risk remained the least important risk (it
accounted for 17.4% of aggregate risk as of January 1,
2006 as against 18.3% as of January 1, 2005).

Foreign exchange risk was taken into account in cal�
culating capital adequacy by 677 banks as of January 1,

2006, which accounted for 84.5% of banking sector as�
sets (716 banks accounting for 84.8% of banking sec�
tor assets as of January 1, 2005). In comparison, equity
position risk was calculated by 138 banks as of January
1, 2006, which accounted for 26% of banking sector as�
sets and interest rate risk was calculated by 252 banks,
which accounted for 36% of banking sector assets. The
number of banks whose operations are important for all
segments of the financial market and which, conse�
quently, must include all the three market risks in the
calculation was small at 83 as against 72 as of January
1, 2005. These banks accounted for 21.2% of banking
sector assets as of January 1, 2006 (21.9% as of Janu�
ary 1, 2005).

The foreign currency component of banking sector
assets and liabilities expanded in 2005 as the nominal rate
of the US dollar rose against the ruble on the domestic
foreign exchange market (see Chart 2.4).

Foreign currency assets accounted for 27.7% of
aggregate assets as of January 1, 2006, and foreign cur�
rency liabilities accounted for 28.2% of aggregate lia�
bilities (26.5% and 27.3% as of January 1, 2005 respec�
tively). The difference between the ratios of the foreign
currency components of assets and liabilities stood at
0.4 percentage points.

The limits set on the open currency positions in 2005
were violated by 13 credit institutions on average per
quarter in 2005 (18 credit institutions in 2004). As of Jan�

41 In compliance with the requirements of Bank of Russia Regulation of September 24, 1999, No. 89�P “On the Procedure for Calcu�
lating Market Risks by Credit Institutions”.
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uary 1, 2006, banks that violated the limits set on the open
currency positions accounted for 14.3% of the assets of
the banks holding foreign currency licences (6.6% as of
January 1, 2005).

Credit institutions continued to step up their activity
on derivative markets in 2005 and this contributed to
market risk growth. Claims for the delivery of securities
under forward transactions42 almost doubled in 2005 and
obligations increased 60%. The net position (the differ�
ence between claims and obligations) on the delivery of
securities under forward transactions was negative as of
January 1, 2006, at —45.7 billion rubles (in comparison,
it was —31.7 billion rubles as of January 1, 2005). Growth
in market risk was partly offset by increase in banking
sector capital: the net position43 on the delivery of securi�
ties under forward transactions contracts relative to bank�
ing sector own funds (capital) remained virtually un�
changed in 2005 (3.7% as of January 1, 2006, as against
3.3% as of January 1, 2005).

Credit institutions’ currency forward transactions had
the following characteristics. The net forward position in
US dollars44 was long as of December 30, 2005, and stood
at 6.7 billion rubles as against the net short position of
16.2 billion rubles as of December 31, 2004. The net long
forward position in euros stood at 41.3 billion rubles as of
December 30, 2005, down 27.6% on the corresponding
long position as of December 31, 2004 (57.0 billion ru�
bles). The net option positions in these currencies were
considerably smaller: as of December 30, 2005, they
stood at 448.0 million rubles in US dollars and 4.9 million
rubles in euros.

In 2005, off�balance�sheet foreign currency claims
and obligations45 increased 62.9% and 73.6% respective�
ly. There was also a rise in the ratio between off�balance
sheet and balance sheet foreign currency positions. While
at the beginning of 2005 the ratio between off�balance
sheet claims and balance sheet assets stood at 47.6%, as
of January 1, 2006, it was 54.0%. Similar dynamics were
registered in the ratio between off�balance sheet claims
and balance sheet liabilities in foreign currency, which in�
creased from 40.0% to 49.3% in the period under review.

II.2.2. Evaluation of banking sector
vulnerability to foreign exchange risk

To evaluate the Russian banking sector vulnerability
to foreign exchange risk, the Bank of Russia stress test�
ed the ruble appreciation against the US dollar and the
euro separately. The initial events in the stress situation
were one�time sharp rise by 30% in the nominal exchange
rates of the ruble against the US dollar and the same rise

against euro. To determine the effect of foreign exchange
risk on the financial state of the Russian banking sector,
it analysed data provided by credit institutions that are
required to calculate foreign exchange risk46 and have net
long open positions in the US dollar and the euro.

The number of credit institutions which had net long
open positions in the US dollar stood at 402 as of January 1,
2006 as against 326 as of January 1, 2005 and they account�
ed for 46.0% of aggregate banking sector assets and 44.3%
of aggregate banking sector capital (48.5% and 41.4% as
of January 1, 2005). The number of credit institutions which
had net long open positions in the euro stood at 396 as of
January 1, 2006 as against 375 as of January 1, 2005, and
their share in aggregate banking sector assets and capital
remained virtually unchanged at 25.4% and 30.2% respec�
tively (25.7% and 30.3% as of January 1, 2005).

An analysis shows that by the end of 2005 the long open
US dollar positions of the sampled credit institutions had
contracted by a third year on year (to $342.1 million) and
their share in the long open positions for all foreign curren�
cies and precious metals47 averaged 71.5% as of January
1, 2006, as against 68.1% as of January 1, 2005. The long
open positions in the euro of the sampled credit institutions
had increased by a third to $126.2 million and their share in
the long open positions for all foreign currencies and pre�
cious metals48 stood at 30.0% on average as of January 1,
2006, as against 26.4% as of January 1, 2005.

The stress test showed that the ruble 30%�apprecia�
tion against the US dollar or euro would not cause any
significant loss of capital: most banks would lose no more
than 3% of their capital.

The stress test also showed that the banking sector
vulnerability to a possible sharp rise of the ruble against
the US dollar has declined and is low: had the entire sce�
nario materialised, the sampled banks would have lost
0.5% of their capital as of January 1, 2006, as against
1.1% as of January 1, 2005. The banking sector vulnera�
bility to a possible sharp rise of the ruble against the euro
is also low: had the entire scenario materialised, the sam�
pled banks would have lost 0.3% of their capital as of Jan�
uary 1, 2006, as against 0.4% as of January 1, 2005.

II.2.3. Evaluation of banking sector
vulnerability to interest rate risk

(trading book)

To evaluate the banking sector vulnerability to inter�
est rate risk of the trading book, the Bank of Russia con�
ducted a stress test to determine the effect of growth in
interest rates on the financial state of the banking sector.
It was assumed that as a result of growth in the required

42 Forward transactions in Section G of the Chart of Accounts.
43 Regardless of the position sign.
44 Net forward and option positions in foreign currencies have been calculated according to data in Form 040934 “Open Currency
Positions Statement” on all credit institutions presenting this form in ruble terms at the Bank of Russia official exchange rates as of the
corresponding dates.
45 Forward transactions in Section G of the Chart of Accounts.
46 Foreign exchange risk is taken into account when calculating market risks when as of the reporting date the percent ratio between
total open currency positions and own funds (capital) equals or exceeds 2%.
47 In ruble terms.
48 In ruble terms.
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49 Depreciation of investments in government securities was not evaluated due to, first, the raising of Russia’s sovereign credit rating
to the investment grade by leading international rating agencies and, second, the high concentration of the federal loan bond (OFZ)
market, on which the principal players are, as before, Sberbank and the Pension Fund of the Russian Federation (as of January 1,
2006, Sberbank accounted for 62.3% of aggregate banking sector investments in government debt instruments).
50 Bank of Russia Regulation of September 24, 1999, No. 89�P “On the Procedure for Calculating Market Risks by Credit Institutions”,
requires interest rate and stock market risks to be also calculated when the total balance sheet value of the trade portfolio equals or
exceeds 5% of the credit institution’s balance sheet assets as of the reporting date. The total balance sheet value of the trade portfolio
is determined as the sum of the balance sheet values of the financial instruments that have market value and have been acquired by
the credit institution for subsequent resale, repo�type instruments included.
51 It was assumed that the RTS index’s fall by 30% would lead to the same decrease in shares’ prices in trade portfolios.

yield on corporate debt instruments, their price would fall
by 30%49.

To determine the effect of interest rate risk of the trad�
ing book on the financial state of the Russian banking
sector, the Bank of Russia analysed data reported by
credit institutions with positions in resident corporate list�
ed debt instruments in their trading books. For the pur�
poses of the analysis, these credit institutions were di�
vided into two groups: the first group comprised banks
required to calculate interest rate risk and, consequent�
ly, include market risk in the capital adequacy ratio cal�
culation, the second comprised credit institutions that did
not calculate interest rate risk50.

The number of credit institutions in the first sample
increased 43% to 172 as of January 1, 2006, as against
120 as of January 1, 2005. These banks accounted for
54.7% of the value of resident corporate debt instru�
ments in the trading books at the banking sector level.
This group of credit institutions accounted for 32.8% of
banking sector assets and 32.7% of banking sector cap�
ital as of January 1, 2006 (27.5% and 26.6% as of Janu�
ary 1, 2005).

The number of credit institutions in the second sam�
ple increased from 76 to 93 in 2005 and accounted for
the remaining 45.3% of the value of resident corporate
debt instruments in the trading books at the banking sec�
tor level. This group of credit institutions accounted for
46.4% of banking sector assets and 39.1% of banking
sector capital as of January 1, 2006 as against 46.0% and
35.9% as of January 1, 2005.

The stress testing of the credit institutions required
to calculate interest rate risk showed that overall in�
terest rate risk vulnerability of the tested credit institu�
tions increased in 2005: as of the beginning of this year,
their potential loss of capital could be 5.5% as against
4.8% a year earlier.

Interest rate risk vulnerability of credit institutions
that have resident corporate listed debt instruments in
their trading books but do not calculate interest rate
risk also increased in 2005: had the situation changed
for the worse, these credit institutions would have lost
3.8% of their capital (18.5 billion rubles) as of the be�
ginning of this year as against 2.0% (6.8 billion rubles) a
year earlier.

Therefore, the expansion of the credit institutions’
trading books led to the banking sector becoming more
vulnerable to interest rate risk. It should be noted that if
the proposed scenario had materialised, some banks
would have incurred heavy losses.

II.2.4. Evaluation of banking sector
vulnerability to equity position risk

To assess the financial stability of the Russian bank�
ing sector against equity position risk by stress testing,
the Bank of Russia evaluated the possible negative con�
sequences of a fall in the RTS index. It assumed as the
initial event in the stress situation the decline of the RTS
index by 30%51.

To determine the effect of equity position risk on the
banking sector capitalisation, the Bank of Russia analy�
sed data reported by credit institutions that had listed
stocks in their trading books. As was the case with the
analysis of interest rate risk, credit institutions were di�
vided into two groups: the first included banks that were
required to calculate equity position risk and, conse�
quently, include it in the capital adequacy ratio calcula�
tion, and the second comprised credit institutions that did
not calculate equity position risk.

The number of credit institutions in the first group in�
creased from 111 to 134 and as of January 1, 2006, they
accounted for 75.9% of the value of listed stocks in the
trading books at the banking sector level. This group of credit
institutions accounted for 26.0% of banking sector assets
and 27.6% of banking sector capital as of January 1, 2006
as against 24.9% and 24.7% as of January 1, 2005.

The number of credit institutions in the second group
fell from 156 to 125 and as of January 1, 2006, they ac�
counted for the remaining 24.1% of the value of listed
stocks in the trading books at the banking sector level.
This group of credit institutions accounted for 45.8% of
banking sector assets and 38.7% of banking sector cap�
ital as of January 1, 2006 as against 47.8% and 39.2% as
of January 1, 2005.

An analysis showed that in the group of credit institu�
tions calculating equity position risk a 30% fall in the
RTS index would not cause serious losses: as of the be�
ginning of this year they would have accounted for 4.3%
of capital as against 3.8% a year earlier.

In the group of credit institutions that have listed
stocks in their trading books but do not calculate equi�
ty position risk, vulnerability to equity position risk re�
mained virtually unchanged: had the situation taken a bad
turn, their losses would have accounted for 1.0% of cap�
ital as of the beginning of 2006 as against 1.1% a year
earlier.

Overall, the stress test showed that the banking sec�
tor vulnerability to equity position risk, evaluated as a pos�
sible sharp fall in the RTS index, is relatively low.
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II.3. Liquidity Risk

Balances in credit institutions’ correspondent and deposit accounts
with Bank of Russia

CHART 2.6

Banking sector
most liquid assets

II.3.1. Dynamics of most liquid assets

The banking sector most liquid assets (money, pre�
cious metals and gemstones, balances in correspondent
nostro accounts and balances in correspondent and de�
posit accounts with the Bank of Russia) increased slightly
in 2005 (by 3.8%) and totalled 1,015.7 billion rubles as of
January 1, 2006. However, there was marked contraction
in the share of the most liquid assets in aggregate banking

sector assets, from 13.7% to 10.4% (see Chart 2.5). These
dynamics of the most liquid assets were due to the expan�
sion of the share of higher�yielding assets in banks’ bal�
ance sheets, which slightly increased liquidity risk.

The value of funds in correspondent nostro accounts
increased 13.0% in 2005, of which the balances in corre�
spondent nostro accounts in resident credit institutions
rose 2.3% and the balances in correspondent nostro ac�
counts in non�resident banks grew 19.6%.

CHART 2.5
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Banking sector liquidity ratios
(chronological annual averages)

CHART 2.7

The balances of credit institutions’ correspondent
and deposit accounts with the Bank of Russia had de�
clined throughout 2005 and as of January 1, 2006, they
accounted for 5.1% of aggregate banking sector assets
as against 7.8% as of the beginning of last year (see
Chart 2.6).

Most of the groups of banks registered a con�
traction in the share of the most liquid items in ag�
gregate assets. The only exception was the medium�
sized and small banks based in the Moscow Region,
which registered an increase in the share of the most
liquid assets in the group’s aggregate assets. These
banks also registered an increase in the share of
funds in their correspondent and deposit accounts
with the Bank of Russia.

II.3.2. Compliance with required
liquidity ratios

There were few cases in 2005 when some credit in�
stitutions failed to comply with required liquidity ratios52

and the number of credit institutions failing to comply with
the instant liquidity ratio declined (four credit institutions
as of January 1, 2005, three as of April 1, 2005, three as
of July 1, 2005, and one as of October 1, 2005). The same
was true of the current liquidity ratio (four credit institu�
tions as of January 1, 2005, three as of April 1, 2005, one
as of July 1, 2005, and one as of October 1, 2005), and
the long�term liquidity ratio (two credit institutions as of
April 1, 2005, and one as of July 1, 2005). As of January
1, 2006, all credit institutions complied with the required
liquidity ratios.

In 2005, all credit institutions, which were among the
top 20 banks in terms of assets, complied with the instant
(N2), current (N3) and long�term liquidity (N3) ratios. The
banking sector’s average annual chronological liquidity
ratios decreased slightly: the instant liquidity ratio fell from
56.9% in 2004 to 52.6% in 2005 and the current liquidity
ratio was down from 81.3% to 76.6% (see Chart 2.7).

As of January 1, 2006, the banking sector instant and
current liquidity ratios stood at 54.7% and 73.8% respec�
tively.

The smallest instant liquidity ratio (51.9%) at the
end of 2005 was registered in the group of diversi�
fied banks. State�controlled banks and intra�group
banks had smaller instant liquidity ratios than the
banking sector average (53.1% and 53.9% respec�
tively).

The smallest current liquidity ratio (66.5%) was
registered in the banks controlled by foreign capital.
State�controlled banks also had a smaller current li�
quidity ratio than the banking sector average (67.0%).
The average long�term liquidity ratio53 rose slightly

(from 62.6% as of January 1, 2005, to 66.1% as of Janu�
ary 1, 2006). The relatively small increase resulted from
the fact that though growth in banking sector liabilities
with maturities longer than one year (by 63.2%) exceed�
ed growth in long�term lending (by 1.9 percentage
points), the expansion of long�term (longer than one year)
lending operations (by 61.4%) exceeded growth in bank�
ing sector capitalisation by two times (aggregate bank�
ing sector capital increased 31.2%).

Despite a slight contraction in the share of the most
liquid assets in aggregate banking sector assets and the
reduction of the banking sector instant and current liquid�
ity ratios, overall banking sector liquidity was at an ac�
ceptable level in 2005. The dynamics of the following in�
dicators bear this out: the structure of banking sector
assets and liabilities by maturity, the cover ratio, inter�
bank market rates and the ratio reflecting credit institu�
tions’ dependence on the interbank market.

II.3.3. Structure of banking sector assets
and liabilities by maturity54

The maturity period of the aggregate banking sector
loan portfolio increased in 2005. The value of loans with
original maturities longer than one year continued to grow
faster than total loan debt55 (60.4% as against 40.0%).
(In 2004, funds provided for terms longer than one year
increased 53.8% and total loan debt grew 44.6%).

As a result, the share of medium� and long�term (over
one year) component of the loan portfolio continued to
expand: as of January 1, 2006, it stood at 49.7% of total
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52 Bank of Russia Instruction of January 16, 2004, No. 110�I “On Banks Prudential Ratios” defines a failure to comply with the required
liquidity ratio as the violation of its numerical value for a total of six business days or more within any 30 consecutive business days.
53 Bank of Russia Instruction of January 16, 2004, No. 110�I “On Banks Prudential Ratios” sets the maximum long�term liquidity ratio
at 120%.
54 Banking sector assets and liabilities by maturity were analysed on the basis of data on the distribution of balance sheet assets and
liabilities by term.
55 Loan debt includes loans extended by credit institutions to legal entities and households, except resident banks and financial insti�
tutions, and other funds provided to these categories of resident and non�resident debtors.
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Structure of loan debt
and borrowed funds by maturity

CHART 2.8

Loan debt to main sources
of banking sector financing

CHART 2.9

loan debt as against 43.4% as of January 1, 2005. At the
same time, the share of short�term loan debt contracted,
of which the loan debt of up to 30 days decreased from
7.8% as of January 1, 2005, to 6.4% as of January 1, 2006
(see Chart 2.8).

Similar changes were registered in the structure of
deposits56 taken by credit institutions. In 2005, deposits
with original maturities longer than one year grew faster
(by 57.2%) than total deposits (by 50.7%). Deposits with
original maturities longer than one year accounted for
54.9% of total deposits as of January 1, 2006, as against
52.7% as of January 1, 2005. At the same time, there was
a slight increase in the share of deposits with original
maturities shorter than 30 days (from 14.5% as of Janu�
ary 1, 2005, to 15.6% as of January 1, 2006).

All groups of credit institutions registered an increase
in the share of the medium� and long�term components
of credit investments and deposits taken.

State�controlled banks had the longest�term
structure of deposits taken and loan debt: the share
of customer deposits with original maturities longer
than one year stood at 69.3% of total deposits taken
and the share of loans extended for the same term
was 60.0%.

In all other groups of credit institutions the long�
term component of customer deposits and loans ex�

tended to clients was smaller than the banking sec�
tor average.

Banks with foreign interest had the smallest share
of customer deposits with original maturities longer
than one year: about a half of customer deposits were
taken for less than 30 days.

The smallest share of loans with original maturi�
ties longer than one year was registered in the group
of medium�sized and small banks based in the Mos�
cow Region (31.0%). Nearly half of all loans were ex�
tended by banks in this group for a term of 30 days to
one year.

Customer deposits to total loans (the cover ratio)57

The 2004 trend towards reducing the cover ratio
changed in 2005 and as of January 1, 2006, customer
deposits covered 70.2% of loans extended to custom�
ers, which represents a slight increase on the cover ratio
registered as of January 1, 2005 (65.2% as against 68.0%
as of January 1, 2004 (see Chart 2.9).

Ninety�five credit institutions had no corporate or
household deposits as sources of their resources, but
these credit institutions accounted for a meagre 1.0% of
aggregate banking sector assets.

The highest cover ratio (82.2%) was registered
in state�controlled banks as of January 1, 2006.

The lowest (43.8%) was in the group of medium�
sized and small banks based in the Moscow Region.
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56 These include deposits taken by credit institutions from legal entities and households, except resident banks and financial institu�
tions, and other funds raised from these categories of resident and non�resident creditors, excluding balances in current and settle�
ment accounts of these categories of clients.
57 The cover ratio is calculated as the ratio of loans extended by credit institutions to legal entities and households, except resident
banks and financial organisations, and other funds provided to these categories of resident and non�resident debtors to deposits
taken by credit institutions from resident and non�resident legal entities and households, except resident banks and financial institu�
tions, and other funds raised from these categories of resident and non�resident creditors, excluding the balances of current and
settlement accounts of these categories of customers.

Calculation of this indicator (“Customer deposits to total (non�interbank) loans”) is recommended by the IMF for the analysis of
financial stability in the “Compilation Guide on Financial Soundness Indicators”. This indicator allows one to evaluate banking sector
liquidity, as it compares the most “traditional” and stable sources of resources with their principal investments. The reduction of the
cover ratio is indicative of the increased dependence of the fulfilment of credit institutions’ obligations on their ability to access the
money or stock market quickly and, consequently, the increased liquidity risk.
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II.3.4. Fulfilment of obligations

There were few cases in 2005 when credit institutions
failed to meet their obligations to creditors and deposi�
tors (one credit institution as of January 1, 2005, three
credit institutions as of April 1, 2005, one credit institu�
tion as of July 1, 2005, and two credit institutions as of
October 1, 2005). These credit institutions accounted for
a small part of aggregate banking sector assets (no more
than 0.5%).

The ratio of credit institutions’ unsatisfied claims and
compulsory payments to their total liabilities had contract�
ed from 0.4% as of January 1, 2005, to nought by the end
of last year.

There were no cases of non�fulfilment by credit insti�
tutions of their obligations to creditors and depositors as
of January 1, 2006.

II.3.5. Dependence on interbank market58

Credit institutions’ dependence on the interbank
market decreased slightly in 2005. The following data bear
this out.

Credit institutions with a PL5 ratio of not more than
8% accounted for the largest part of aggregate banking
sector assets and in 2005 their share expanded from
65.5% to 71.2%. The share of credit institutions with a
PL5 ratio from 8% to 18% contracted from 19.0% to
12.4% of banking sector assets. The share of credit insti�
tutions with a PL5 ratio of 18% to 27% stood at 10.6% as
of January 1, 2006 (as against 9.7% as of January 1, 2005)
and the share of credit institutions with a PL5 ratio in ex�
cess of 27% remained unchanged at 5.8%.

Banks with foreign interest registered the high�
est interbank market dependence ratio (19.9%) as

of January 1, 2006, which is attributable to their ac�
tive co�operation with their foreign�based parent
banking structures. Banks from this group with a PL5
ratio in excess of 18% accounted for 52.5% of this
group’s assets.

Medium�sized and small banks based in the Mos�
cow Region were the least dependent on the inter�
bank market (—2.3%).
The interbank lending market has a major role to play

from the standpoint of liquidity management. Non�resi�
dent banks exert a significant influence on Russia’s in�
terbank lending market. In the past few years, Russian
banks have raised more funds on the interbank market
(784.0 billion rubles as of January 1, 2006, as against
514.2 billion rubles a year earlier) than they have placed
on it (351.7 billion rubles as against 196.0 billion rubles
respectively).

However, the following tendency seems important
from the standpoint of the Russian banking sector long�
term development: the share of non�resident banks has
been gradually expanding in interbank loans, both tak�
en and placed. In 2005, the share of loans received
from non�resident banks in total interbank loans re�
ceived increased by 2.4 percentage points to 72.2%,
whereas the share of loans extended to non�resident
banks in total interbank loans expanded by 6.6 percent�
age points to 52.7%.

The excess of interbank loans received from non�res�
ident banks over loans extended to these banks in Rus�
sian banking sector liabilities remained virtually un�
changed at 4.4% in 2005.

Nearly 200 Russian banks, accounting for about
83.8% of aggregate banking sector assets, conduct�
ed operations on the international interbank market
in 2005. Six banks from the group of the largest 20

Ruble interbank credit rates
(MIACR)

CHART 2.10
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58 The ratio of credit institutions’ dependence on the interbank market (PL5 ratio) is calculated in compliance with Bank of Russia
Ordinance of January 16, 2004, No. 1379�U “On the Evaluation of Financial Soundness of a Bank for the Purpose of Ascertaining its
Sufficiency for Participation in the Deposit Insurance System”, as a percent difference between the interbank loans (deposits) taken
and placed and the funds raised. The Ordinance sets the threshold ratios from 8% to 27% and more. The higher the ratio, the more the
credit institution depends on the interbank market.
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banks in terms of assets (most of them were the top
Russian banks from the group of state�controlled and
diversified banks and banks controlled by foreign
capital) accounted for a half of the value of interbank
loans received from non�resident banks and placed
with these banks.

As of January 1, 2006, 20 banks (18 banks as of
January 1, 2005), most of which were among the top
largest banks by assets, accounted for almost 80%
of total loans received from non�resident banks.

As of January 1, 2006, 22 banks (20 banks as of
January 1, 2005), most of which were among the 50
largest banks by assets and half of which were among
the top 20 banks, accounted for 80% of total loans
placed with non�resident banks.

II.3.6. Interbank market interest rates

The Moscow Interbank Actual Credit Rate (MIACR)
on ruble�denominated overnight loans, the best indica�
tor of the current price of the ruble resources on the in�
terbank market, was lower in 2005 than in 2004.

The MIACR dynamics of interbank loans with maturi�
ties from two to seven days and from eight to 30 days fol�
lowed the MIACR dynamics of overnight loans. The oc�
casional surges of interest rates on the ruble interbank
market in 2005 occurred mostly when tax payments were
made to the budgets of all levels (see Chart 2.10).

The annual average weighted interest rate on inter�
bank loans with all maturities stood at 3.1% in 2005, down
by 0.9 percentage points on 2004.
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II.4. Capital Adequacy

Banking sector
own funds (capital)

CHART 2.11

Structure of aggregate
banking sector own funds (capital)

CHART 2.12

II.4.1. Banking sector own funds (capital)
dynamics and structure

Banking sector own funds (capital) amounted to
1,241.8 billion rubles as of January 1, 2006. In 2005, it
grew almost twice as fast as in 2004 (by 31.2% as against
16.2%). As a result, the ratio of banking sector capital to
GDP rose slightly (from 5.6% as of January 1, 2005, to
5.7% as of January 1, 2006). At the same time, banking
sector capital to assets contracted to 12.7%, whereas in
the previous years it had varied between 14.6% and
13.3% (see Chart 2.11).

Growth in regulatory capital was registered in 2005
by 1,110 credit institutions, or 88.6% of the total number
of operating credit institutions, an increase of 66, or by
8.2 percentage points, on the previous year.

Credit institutions’ profits remain a major source of
banking sector capitalisation. Overall, growth in banking
sector regulatory capital in 2005 was due to an increase of
147.2 billion rubles in profits and funds created from them
(this accounts for a half of total regulatory capital growth).

The second most important factor of growth in bank�
ing sector capital last year was a year�on�year increase
of 101.0 billion rubles in subordinated loans taken, which
accounted for 34.2% of total regulatory capital growth.
A year earlier subordinated loans were the third most im�
portant factor of growth in aggregate banking sector cap�
ital. This source of capitalisation was mostly used by large
Russian banks with high international ratings, which en�
abled them to raise credit on international financial mar�

kets (it should be noted that the procedure for raising
subordinated debt is less regulated organisationally and
legally than an IPO, for example).

The paid�up authorised capital of operating credit
institutions as a factor of growth in aggregate banking
sector capital in 2005 moved from the second to the third
place, increasing by 67.3 billion rubles and accounting
for 22.8% of total regulatory capital growth.

At the same time, the share of authorised capital in
regulatory capital continues to contract: it decreased from
42.2% in 2004 to 37.6% in 2005 as against 53.5% in 2002
and 44.0% in 2003. The share of subordinated loans ex�
panded by 90% to 13.7%, because several large banks
gained access to the subordinated loan market in 2005
(see Chart 2.12).

Profits and the funds created from them accounted
for 39.6% of aggregate banking sector capital in 2005 as
against 36.4% in 2004. Subordinated loans taken by
banks in compliance with the capital requirements59 en�
able them to increase their regulatory capital and meet
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59 In accordance with point 3.11.1 of Bank of Russia Regulation of February 10, 2003, No. 215�P “On the Methodology for Determin�
ing Own Funds (Capital) of Credit Institutions”, the value of a subordinated loan, included in the sources of supplementary (Tier II)
capital, must not exceed 50% of main (Tier I) capital.
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the capital adequacy requirements. In addition, subordi�
nated loans allow banks to expand the range of investors
without reducing the share of the bank’s present owners
in capital.

The importance of regulatory capital growth fac�
tors differs significantly for different groups of credit
institutions.

In the group of state�controlled banks, for exam�
ple, the increase in own funds (capital) was largely
due to the taking of subordinated loans, which ac�
counted for 36.3% of the capital growth factors and
the capitalisation of profits and the funds created from
them (35.6%). The high level of efficiency of the state�
controlled banks and low level of risk inherent in their
business make the extension of subordinated loans
to them an attractive instrument for foreign investors.

The intra�group banks built up their regulatory
capital mainly by capitalising profits (71.7% of total
growth).

As for the diversified banks, the capitalisation of
profits accounted for 39.8% of total growth in their
regulatory capital, the increase in authorised capital
accounted for 30.1% and the taking of subordinated
loans 20.3%.

The main factor of growth in regulatory capital in
the banks controlled by foreign capital (53.2% of to�
tal growth) was the increase in authorised capital. The
second most important factor of growth in regulatory
capital in this group of banks was the capitalisation
of profits and the funds created from them (30.7%).
The same factors of capitalisation growth predomi�
nated in the group of medium�sized and small banks
based in the Moscow Region (59.3% and 40.5%) and
the group of medium�sized and small regional banks
(38.2% and 38.0%).

In 2005, 134 credit institutions registered a con�
traction in regulatory capital by a total of 10.8 billion
rubles (244 credit institutions by 7.2 billion rubles in

2004). These credit institutions accounted for 3.9%
of banking sector assets as of January 1, 2006 as
against 9.5% as of January 1, 2005. Capital reduc�
tion was registered mostly in intra�group banks (6.4
billion rubles), whose share in the group’s total cap�
ital stood at 17.2% and in aggregate banking sector
capital 3.3%.
As was the case a year earlier, there were no credit

institutions with negative own funds (capital) as of Janu�
ary 1, 2006 (as of January 1, 2004, there was one credit
institution with negative capital and as of January 1, 2003,
there were two).

II.4.2. Compliance with the capital
adequacy requirement

The gradual decline in the banking sector’s average
capital adequacy ratio is continuing as growth in aggre�
gate banking sector assets exceeds growth in aggregate
banking sector own funds (capital) and risk increases. In
2005, the capital adequacy ratio decreased from 17.0%
to 16.0% (see Chart 2.13).

Risk�weighted banking sector assets increased
39.8% in 2005 year on year and banking sector capital
expanded 31.2% over the same period.

All groups of banks, except the state�controlled
ones, registered a fall in the capital adequacy ratio in
2005. At the same time, the medium�sized and small
banks based in the Moscow Region had the highest
capital adequacy ratio (32.9%). Higher capital ade�
quacy ratios than the banking sector average were
registered as of January 1, 2006, in the group of me�
dium�sized and small regional banks (22.4%), banks
controlled by foreign capital (19.0% and intra�group
banks (18.9%).
As was the case a year earlier, only one credit institu�

tion failed to comply with the capital adequacy ratio (N1)
as of January 1, 200660.

Capital
adequacy ratio

CHART 2.13
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60 Bank of Russia Instruction of January 16, 2004, No. 110�I “On Banks Prudential Ratios”, defines non�compliance with the N1 ratio
as the failure to comply with it for a total of six business days and more within 30 consecutive business days preceding the reporting
date.
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Credit institutions grouped by capital adequacy ratio
(by number)

CHART 2.14

Risk�weighted
banking sector assets

CHART 2.16

Credit institutions grouped by capital adequacy ratio
(by share in aggregate banking sector assets)

CHART 2.15

The distribution of credit institutions by capital ade�
quacy ratio improved on the whole in 2005. The share of
credit institutions with a capital adequacy ratio of less than
12% decreased by more than half (from 37.8% to 16.0%).
Credit institutions with a capital adequacy ratio in the
range of from 12.0% to 14.0% account for nearly a half of

aggregate banking sector assets, whereas their share in
assets expanded from 20.5% to 47.6%. Credit institutions
with a capital adequacy ratio of more than 14.0% remain
the largest group, but their share in aggregate banking
sector assets contracted from 41.7% to 36.3% in 2005
(see Chart 2.14 and Chart 2.15).
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The capital adequacy ratio of the 20 largest banks by
assets stood at 13.2% as of January 1, 2006 as against
13.0% as of January 1, 2005.

II.4.3. Evaluation of risk�weighted assets

The ratio of risk�weighted balance sheet assets of
credit institutions to aggregate assets increased slightly
in 2005, from 62.7% to 63.5% (see Chart 2.16).

The structure of risk�weighted balance sheet assets
in 2005 remained virtually unchanged on 2004. As of Jan�
uary 1, 2006, assets in 1—3 risk groups accounted for
3.0% and assets in 4—5 risk groups 97.0% of risk�weight�
ed balance sheet assets.

Last year’s growth in aggregate risks (by 39.8%) was
chiefly due to the increase in credit risk from balance

61 Taking into account credit institutions’ credit risks from claims on the counterparty with regard to the reverse (forward) part of
transactions, which arose as a result of the acquisition of financial assets with the simultaneous assumption of obligations for their
reverse alienation and claims on persons affiliated with the bank.

sheet assets61, which accounted for 84.3% of growth in
this risk. The structure of aggregate risks did not change
significantly in 2005: credit risk continued to predominate.
As of January 1, 2006, credit risk from balance sheet as�
sets accounted for 79.7% of aggregate risks (as against
80.5% as of January 1, 2005), credit risk on contingent
liabilities of credit nature 9.7% (as against 9.4% as of Jan�
uary 1, 2005), credit risk from forward transactions 0.5%
(as against 0.6% as of January 1, 2005) and market risk
4.8% (as against 4.7% as of January 1, 2005).

Credit risk predominated in the structure of ag�
gregate risks in all groups of banks. As of January 1,
2006, the highest level of market risk (9.3%) was reg�
istered in the intra�group banks and the highest level
of credit risk on below�line balance account assets
(15.0%) in the banks controlled by foreign capital.
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II.5. Bank Management Quality

Many credit institutions sought to upgrade their bank�
ing risk management techniques in 2005. On the positive
side of credit institutions’ management, the absence of
any significant negative trends in the dynamics of the
banking sector’s financial performance indicators last
year should be noted.

The improvements in the organisation of internal con�
trols included the continued raising of the qualification
levels of the internal control services staff and the upgrad�
ing of the methods used by credit institutions to ensure
independence of their internal controls from the execu�
tive bodies and divisions under control.

At the same time, some problems remained unre�
solved, most of which were connected with shortcomings
in corporate governance.

Specifically, the relations between credit institutions
and affiliated parties remained imperfectly transparent as,
on the one hand, the law does not require affiliated par�
ties to disclose information to credit institutions about
themselves and their activities, business reputation and
financial state and, on the other hand, some credit insti�
tutions only went through the necessary procedures with�
out really trying to identify such parties or disclose infor�
mation about them.

Many credit institutions retained an incoherent and
inefficient system of separation of powers between the
various management bodies, which usually led to unjus�
tified interference in the activities of credit institutions by
affiliated parties, excessive involvement of their boards
of directors (supervisory boards) in the day�to�day man�
agement of banks, while matters of strategic importance
and the objective assessment of the credit institutions’
performance were neglected. On the other hand, the ex�
ecutive bodies were deprived of the necessary powers to
perform their functions and bore no responsibility for the
results of their work.

Flaws in the structure of the boards of directors (su�
pervisory boards) formed by banks were quite common. A
board of directors (supervisory board) may have the wrong
number of members or its members may not have the nec�
essary qualifications to pass fair judgements regardless
of the opinion of the bank’s management or owners.

Despite the concerted efforts made by the Bank of
Russia and Federal Antimonopoly Service to ensure that
credit institutions disclose information on the real cost of
the banking services they provide to their customers, es�
pecially consumer lending, banks’ policies in this area
leave much to be desired.
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II.6. Stress Testing the Banking Sector

To evaluate the soundness of credit institutions
against economic shocks, the Bank of Russia conducted
a stress test of the Russian banking sector62, which was
based on data reported by the 200 largest banks by as�
sets. These banks accounted for 89.2% of aggregate
banking sector assets and 83.8% of own funds (capital)
as of January 1, 2006. The slowing or termination of eco�
nomic growth, which may be caused by a fall in oil prices,
was selected as the initial event that triggered the stress
situation.

Two possible courses of events, or a conservative and
pessimistic scenario63, were considered for the purpos�
es of the stress test. On the whole, it was assumed that
the situation would have the following negative conse�
quences:

— an expansion of the share of non�performing loans64

in banks’ loan portfolio and uncollectible loans ex�
tended to non�financial corporations and households;

— a run on household and corporate bank deposits;
— depreciation of banks’ liquid assets, including the

securities trade portfolio;
— losses incurred by banks whose foreign currency lia�

bilities exceeded foreign currency assets.
The stress test showed that total losses may stand at

1.8% of GDP in the baseline scenario and 2.9% of GDP in
the worst�case scenario (1.7% and 2.6% in 2004). Ac�
cording to the stress test results, growth in possible losses
was caused in 2005, as compared with 2004, mostly by
significantly expanded banking operations, accompanied
by the accumulated risks in the banking sector.

The calculations showed that credit risk was the most
significant for the Russian banking sector. It may cause

losses of 30.2% of capital in the baseline scenario and
43.9% in the worst�case scenario.

The risk of lending to the sector of non�financial cor�
porations is the biggest credit risk, accounting for more
than 90% of aggregate losses from credit risk in the base�
line and worst�case scenarios.

Possible losses on loans to households, calculated
in the course of the stress test, are relatively small. Only
one credit institution in the baseline scenario and seven
in the worst�case scenario may lose more than 50% of
capital from this risk. These seven credit institutions ac�
count for a little over 2% of banking sector assets and
capital. However, rapid growth in the risk of lending to
households should be remembered. Potential losses from
this risk in 2005 increased both in absolute terms and rel�
ative to capital.

The potential losses of credit institutions from mar�
ket risk does not seem dangerous for the systemic sta�
bility of the banking sector, varying between 0.4% of GDP
in the baseline scenario and 0.6% of GDP in the worst�
case scenario.

At the same time, losses from interest rate risk ac�
counted for the largest part of market risk, but losses from
foreign exchange and equity position risks seem relatively
small.

The liquidity risk calculated in the course of stress
testing does not pose a serious threat to banking sector
stability either. Credit institutions’ losses from liquidity risk
are estimated at less than 0.14% of GDP in both scenar�
ios. At the same time, other risks, especially credit risk,
may affect problems associated with the display of liquid�
ity risk.

62 The stress testing methodology used before has been changed. Specifically, it now includes the calculation of risk involved in
lending to households, an allowance has been made for a possible run on corporate deposits in the methodology of calculating
liquidity risk and some ratios have been revised.
63 The baseline and worst�case scenarios differed in the force of the projected shock, which was reflected in the ratios used in the
formulas employed in calculating its after�effects.
64 For the purposes of the stress test, non�performing loans denote problem and bad loans in accordance with the classification
established in Bank of Russia Regulation No. 254�P “On the Procedure for Making by Credit Institutions Loan Loss Provisions, Provi�
sions for Loan Debts and Similar Debts”. Before August 1, 2004, non�performing loans denoted doubtful and bad loans as they were
defined in Bank of Russia Regulation of June 30, 1997, No. 62a “On the Procedure for Making and Using Loan Loss Provisions”, which
used different loan classification principles. The effect of this factor on loss levels is relatively small, but it has to be taken into account
when interpreting the stress test results.
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III.1. General Characteristics of Banking Regulation and Supervision

III.1.1. Bank of Russia tasks
in banking regulation and supervision

The principal objectives of the Bank of Russia as the
banking regulation and supervision authority under the
Federal Law “On the Central Bank of the Russian Federa�
tion (Bank of Russia)” are to maintain the Russian bank�
ing system’s stability and protect the interests of depos�
itors and creditors.

The main medium�term tasks for the Bank of Russia
in upgrading banking regulation and supervision are de�
scribed in detail in the joint policy document of the Rus�
sian Government and the Bank of Russia, entitled The
Russian Banking Sector Development Strategy until 2008
(hereinafter referred to as the Strategy).

Monetary Policy Guidelines for the year 2005 set the
following tasks for the Bank of Russia in upgrading bank�
ing supervision:

— completing, on the whole, the establishment of the
deposit insurance system;

— encouraging the use of substantive supervision, par�
ticularly increasing the accuracy of assessment of
credit institutions’ financial soundness and using,
whenever necessary, the appropriate supervisory
measures and responding to latent financial problems
in credit institutions as soon as they are detected,
including the timely requirements to implement finan�
cial rehabilitation;

— improving prudential reporting by credit institutions,
including the use of advanced information technolo�
gies for presenting statements to the Bank of Russia
in electronic form alone and upgrading the method�
ology of verifying reported data;

— using IFRS statements in analysing credit institutions’
activities in the course of supervision;

— ensuring greater transparency of the ownership
structure of credit institutions;

— establishing additional requirements to prevent man�
agers and owners with a dubious reputation and un�
sound financial position from infiltrating the manage�
ment of credit institutions;

— upgrading credit institution liquidation procedures by
creating an effective mechanism to sell the assets of
liquidated banks, accelerating bank liquidation pro�
cedures and making them more efficient, preventing
fictitious bank bankruptcies and protecting the inter�
ests of creditors and depositors, ensuring the trans�
parency of the receivers’ (liquidators’) actions, en�
suring the accountability of persons responsible for
bringing a credit institution to bankruptcy and detect�

ing and disputing dubious transactions conducted
shortly before bankruptcy;

— simplifying bank reorganisation procedures;
— giving credit institutions wider powers to create in�

ternal structures to expand their networks by estab�
lishing new kinds of internal structures in credit insti�
tutions and their branches, and creating a favourable
environment for access to banking services in Rus�
sia’s regions;

— continuing vigorous efforts to supervise credit insti�
tutions’ compliance with the requirements of the Fed�
eral Law “On Countering the Legalisation (Launder�
ing) of Criminally Obtained Incomes and the Financ�
ing of Terrorism”, including the withdrawal from the
banking services market of credit institutions in gross
violation of the standards of applicable legislation;

— beginning, in collaboration with the banking commu�
nity, to prepare for the introduction of international
capital adequacy standards established by the Basel
New Capital Accord (Basel II) by studying the nature
and scale of the changes that must be made to laws
and regulations in connection with the introduction
of these standards.

III.1.2. Bank of Russia supervisory staff

The Bank of Russia supervisory divisions have a staff
of 4,324 executives and experts, of whom 12.9% work in
the head office and 87.1% in regional branches. Most of
the experts have a specialised higher education (95.8%);
81.5% are under 50 and 91.6% have worked in the bank�
ing system for three years or more.

In 2005, the Bank of Russia continued to implement
a number of large�scale specialist training and retraining
programmes, such as Commercial Bank Inspector�Bank
Manager, Commercial Bank Curator�Bank Manager and
Commercial Bank Receiver�Bank Manager. These pro�
grammes are conducted in collaboration with leading
Russian institutions of higher education, such as the Rus�
sian Government’s Academy of the National Economy,
the Higher School of Economics and the Russian Gov�
ernment’s Financial Academy.

Sixty�three Bank of Russia employees who excelled
at these advanced training programmes in 2003 and 2004
continued their training and received a state MBA diplo�
ma.

Since 2003, a total of 648 supervisors, of whom 90%
are Bank of Russia regional branch managers and ex�
perts, have received advanced training or gone through
retraining programmes.
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In addition, the Bank of Russia continues to imple�
ment programmes to improve the social skills and per�
sonal efficiency of bank curators and inspectors, who are
trained in confidence, partnership, public presentation
and partner persuasion skills, development of confidence

and ability for co�operation. About 40% of employees
have undergone this course of training.

In 2006, the Bank of Russia will continue advanced
training or retraining and improve the social skills of its
supervisors.
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III.2. Upgrading the Legislative and Regulatory Framework
of Credit Institutions’ Activities in Accordance

with International Standards

To implement the Strategy, the Russian Govern�
ment’s Lawmaking Plan until 2008 and Guidelines for the
Single State Monetary Policy in 2005, the Bank of Russia
continued to make efforts last year to upgrade banking
legislation by contributing to the drafting of some federal
laws. It particularly emphasised the improvement of ap�
plicable legislation to create legal conditions for credit
institutions’ activities in compliance with international
standards.

In line with enacted federal laws, the Bank of Russia
implemented measures to improve the regulatory base
of the state registration of credit institutions, the licens�
ing of banking operations, banking regulation and super�
vision and the financial rehabilitation and liquidation of
credit institutions.

Insuring household deposits with Russian banks
As regards the measures taken to insure household

deposits with Russian banks in 2005, mention should be
made of the coming into force of Federal Law of October
20, 2005, No. 132�FZ “On Amending Article 47 of the Fed�
eral Law ‘On Insurance of Household Deposits with Banks
of the Russian Federation’”, which allowed banks to ap�
peal against the Bank of Russia’s refusal to give them
access to the deposit insurance system without simulta�
neously stripping them of the right to take household
funds on deposit. For the purposes of this law, the Bank
of Russia in 2005 issued Ordinance of November 22,
2005, No. 1633�U “On Amending Bank of Russia Ordi�
nance of July 16, 2004, No. 1476�U ‘On the Procedure for
Ordering a Bank by the Bank of Russia to Present a State�
ment on the Termination of the Right to Handle Deposits’”,
and Ordinance of December 16, 2005, No. 1640�U “On
Amending Bank of Russia Ordinance of July 30, 2004,
No. 1483�U ‘On the Procedure for Prohibiting a Bank that
Refused to Participate in the Deposit Insurance System
or Failed to Comply with the Requirements for Participa�
tion in the Deposit Insurance System from Taking House�
hold Funds on Deposit and Opening Household Bank
Accounts’”.

Bank of Russia Instruction of March 24, 2005,
No. 123�I “On the Specifics of Co�operation between
Bank of Russia Structural Units in Considering a Bank’s
Repeat Request for the Bank of Russia to Consider its
Compliance with the Requirements for Participation in the
Deposit Insurance System”, established the procedure
for informing a Bank of Russia regional branch why a bank
had been refused access to the deposit insurance sys�
tem. It also established the Bank of Russia head office’s
role in preparing for a selective inspection of a bank that
has submitted a repeat request and spelled out the spe�

cifics of conducting the final analysis by the Bank of Rus�
sia regional branch in question.

Bank of Russia Letter of September 30, 2005,
No. 123�T “On the Inspection of Banks to Consider wheth�
er they can be Granted Permission to Expand the Range
of their Operations by Obtaining Additional Licences”,
made it possible to consider a request by a credit institu�
tion allowed to join the deposit insurance system to grant
it permission to take household funds on deposit in for�
eign currency without conducting a selective inspection
if the previous one ended less than a year ago.

Licensing credit institutions’ activities
Bank of Russia Regulation of April 19, 2005,

No. 268�P “On the Procedure and Criteria for Evaluating
the Financial Position of Individual Founders (Members)
of a Credit Institution” came into force in 2005. It applies
to individuals who intend to acquire shares (stakes) in a
credit institution, except individuals registered as private
entrepreneurs. The Regulation establishes, within the
framework of applicable legislation and for the purpose
of evaluating the financial position of individual founders
(members) of a credit institution, the documents confirm�
ing the sources of the funds paid by individuals as a con�
tribution to the authorised capital of a credit institution.
The implementation of the Regulation creates additional
safety mechanisms against the adverse effect of crimi�
nally obtained capital on credit institutions’ activities,
which is an objective set in the Strategy.

Bank of Russia Ordinance of February 7, 2005,
No. 1548�U “On the Procedure for Opening (Closing) and
Operating a Mobile Cash Point of a Bank or Its Branch”,
established the procedure for opening by a bank or its
branch of a new type of internal structural units — a mo�
bile cash point. It is designed to provide banking services
in territories with an underdeveloped banking infrastruc�
ture, regions that are hard to reach and sparsely popu�
lated areas where a permanent bank branch or unit would
be loss�making and the provision of banking services to
households is inadequate or difficult. The Ordinance lists
the cash operations which this point can conduct, sets
out the principles of organising it and establishes the re�
quirements for its technical strength and equipment and
creates conditions for increasing the banking sector’s
presence in regions where banking services are rarely
provided.

Pursuant to Article 50.37 of the Federal Law “On the
Insolvency (Bankruptcy) of Credit Institutions”, the Bank
of Russia issued Regulation No. 275�P, dated August 11,
2005, “On the Procedure for Issuing a Bank of Russia Li�
cence for Conducting of Banking Operations by a Credit
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Institution Whose Bankruptcy Case Has Been Closed in
Connection with the Settlement of its Obligations by its
Founders (Members) or a Third Party (Third Parties)”.

The main requirements for issuing a banking licence
are as follows: a credit institution must settle its obliga�
tions no later than six months after the revocation of its
banking licence; there must be no new claims by credi�
tors or debt on compulsory payments; a credit institution
must have an authorised capital matching the Bank of
Russia requirement (5 million euros for a bank and
500,000 euros for a non�bank credit institution) and not
exceeding its own funds (capital); candidates for the ex�
ecutive positions and the position of a chief accountant
and its deputies and members of the board of directors
(supervisory board) of a credit institution should meet the
established fitness and propriety requirements. The de�
cision to issue a banking licence to a credit institution is
taken by the Bank of Russia’s Banking Supervision Com�
mittee. Should the Bank of Russia decide not to take de�
cision on issuing a banking licence to a credit institution
or decide not to issue this licence, the credit institution
must be liquidated under the Federal Law “On Banks and
Banking Activities”.

Bank of Russia Ordinance of October 4, 2005,
No. 1624�U amended Bank of Russia Instruction of Jan�
uary 14, 2004, No. 109�I “On the Decision�Making Pro�
cedure in Respect to the State Registration of Credit In�
stitutions and the Issue of Banking Licences”, for the pur�
pose of further improving the registration process of credit
institutions and the licensing of banking operations. Spe�
cifically, the Ordinance:

— contains a more detailed list of documents a credit
institution or its branch is required to present to a
Bank of Russia regional branch in the event of insur�
ing cash to the amount of no less than the minimum
permissible cash balance in the cash department and
agreeing with the insurance company the require�
ments for the technical strength of the offices for
operations with valuables. The requirements for these
offices, established by Bank of Russia regulations,
are not presented and, consequently, credit institu�
tions need not submit the technical strength docu�
ments to Bank of Russia regional branches;

— contains an exhaustive list of operations a cash point
can conduct: cash operations with legal entities and
households (accept and pay cash); some banking op�
erations and other transactions with individuals involv�
ing foreign exchange, rubles and cheques, including
traveller’s cheques, whose nominal value is indicat�
ed in foreign currency;

— specifies the procedure for issuing to a credit institu�
tion new banking licences and the state registration
certificate in the form established by the Bank of Rus�
sia in case of the expansion of the range of opera�
tions, making changes to the founding documents
connected with the previous licence’s replacement,
changing the status of or reorganising credit institu�
tions (taking into account the procedure for termi�
nating “old” licences and certificates).

Bank of Russia Ordinance of November 15, 2005,
No. 1632�U made the following amendments to Bank of
Russia Regulation of June 4, 2003, No. 230�P “On the
Reorganisation of Credit Institutions in the Form of Merg�
ers and Acquisitions”, which take into account the pro�
posals made by credit institutions and Bank of Russia re�
gional branches on the basis of their experience in ap�
plying Bank of Russia Regulation No. 230�P:

— a credit institution established as a result of a merger
or a takeover is granted the right to submit to a Bank
of Russia regional branch a letter of commitment to
the effect that the documents confirming the owner�
ship (lease, sub�lease or freehold) of a building (of�
fice) in which its branch or internal structural unit es�
tablished on the basis of the reorganised credit insti�
tution or its branch will be housed will be presented
after the reorganisation is completed. The amend�
ment is brought about by the fact that in some cases
reorganised credit institutions are unable to acquire
the right of ownership (lease, sub�lease or freehold)
of above premises before the reorganisation is com�
pleted;

— correspondent accounts of credit institutions or cor�
respondent sub�accounts of branches of credit in�
stitutions that have been wound up and the corre�
spondent account of the credit institution that has
appeared as a result of the reorganisation of (acquir�
ing) a credit institution or correspondent sub�ac�
counts of its branches opened on the basis of the
wound�up credit institutions or their branches may
be kept simultaneously for some time. The Bank of
Russia takes the corresponding decision upon the
receipt of an application from a credit institution and
makes this decision known by sending it a letter. The
letter establishes the procedure for keeping these
correspondent accounts and sets the time period for
keeping them (no more than 90 calendar days). The
purpose of the amendment is to ensure the fail�safe
servicing of customers of the reorganised credit in�
stitutions, optimise the redistribution of financial flows
and reduce settlement times;

— pursuant to the provisions of the Tax Code of the Rus�
sian Federation, the document requires a credit in�
stitution to pay a stamp duty to obtain a banking li�
cence. At the same time, it rules out the payment of a
licence fee and a fee for opening a branch on the basis
of the reorganised credit institution.
Bank of Russia Ordinance of August 11, 2005,

No. 1606�U “On the Procedure for Processing Docu�
ments that Regulated Credit Institution Operations Be�
fore the State Registration of Amendments to the Found�
ing Documents, the State Registration of the Credit Insti�
tutions Established as a Result of Reorganisation and
Before the Replacement of Banking Licences”, estab�
lished the procedure for invalidating the title documents
of credit institutions, on the basis of which they operated
before the state registration of the changes made in the
founding documents. The Ordinance also established the
procedure for the state registration of credit institutions
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set up through reorganisation and the procedure for re�
placing banking licences and changing the status of a
credit institution. It also specified the requirements for the
design of the corresponding stamp and listed its details.

At the same time, the Ordinance stipulated that the
issue of new documents to credit institutions is conditional
upon the presentation to a Bank of Russia regional branch
of the previously issued certificates of state registration
in the form established by the Bank of Russia (if a credit
institution has such a certificate) and the banking licenc�
es on the basis of which credit institutions operated be�
fore the aforementioned changes were made. The time
period set for the issue of new documents to credit insti�
tutions was reduced from five working days to three.

Off�site supervision
The efforts made by the Bank of Russia in 2005 to

upgrade the legislative and regulatory framework of off�
site supervision aimed to encourage substantive ap�
proaches, especially with regard to assessing the nature
and level of the risks assumed by a credit institution and
the quality of its management and internal control sys�
tems.

The Bank of Russia contributed to drafting the fol�
lowing federal laws:

— “On Amending the Federal Law ‘On Banks and Bank�
ing Activities’ and Federal Law ‘On the Central Bank
of the Russian Federation (Bank of Russia)’” for the
purpose of establishing own funds (capital) require�
ment for the banks at the ruble equivalent of at least
5 million euros, effective as of January 1, 2007;

— “On Amending the Federal Law ‘On Banks and Bank�
ing Activities’ and Federal Law ‘On the Insolvency
(Bankruptcy) of Credit Institutions’” in respect to the
capital adequacy ratio for a credit institution.
The Bank of Russia was instrumental in drafting a law

amending the Federal Laws “On the Insolvency (Bank�
ruptcy) of Credit Institutions”, “On the Central Bank of the
Russian Federation (Bank of Russia)” and the Civil Code
of the Russian Federation to legalise the use of interna�
tionally accepted subordinated and hybrid instruments
(call option subordinated borrowings and hybrid innova�
tion instruments).

It elaborated the concept of a draft federal law to
amend the Federal Law “On the Central Bank of the Rus�
sian Federation (Bank of Russia)” with the aim of intro�
ducing additional control over the risks arising in conduct�
ing operations by credit institutions with related parties.

To make the supervision of credit institutions more
effective, including supervision on a consolidated basis,
the Bank of Russia:

— drafted (in collaboration with the Ministry of Finance)
a federal law amending the laws “On Banks and Bank�
ing Activities” and “On the Central Bank of the Rus�
sian Federation (Bank of Russia)” with the aim of
specifying the terms used in these laws and the Bank
of Russia’s powers to take supervisory decisions with
regard to parent credit institutions within banking
groups, legitimising the Bank of Russia’s powers to

supervise bank holding companies and harmonising
with IFRS the standards relating to banking groups,
bank holding companies and their disclosure of in�
formation to users concerned;

— took part in discussing the Finance Ministry draft con�
cept, terms of reference and federal law specifying
the requirements for information disclosure by cred�
it institutions, banking groups and bank holding com�
panies and drafted proposals for harmonising these
legislative acts with internationally accepted stan�
dards and extending the list of federal laws that must
be amended for this purpose, namely, the laws “On
Joint�Stock Companies” and “On Accounting”.
In 2005, the Bank of Russia took part in the discus�

sion of the draft Corporate Law Development Strategy
until 2008, prepared by the Economic Development and
Trade Ministry. The principal objectives of the draft are
to ensure the protection of ownership in the corporate
sector, make Russian institutions more competitive, stim�
ulate the stock market’s development, provide an ade�
quate legislative basis for business concentration and
diversification and upgrade the legal framework of cor�
porate governance. Bank of Russia proposals focused on
the following issues:

— creating sources of authorised capital to tackle the
problem of capital padding;

— preserving the principle of commensurability of the
powers to manage a company, granted to its mem�
bers (shareholders) with the amount of share (stakes)
they own to prevent corporate blackmail;

— preserving for credit institutions the procedure requir�
ing the establishment of a two�tier system of man�
agement to ensure that the managerial decisions tak�
en are well balanced and objective and the interests
of creditors and depositors are secured;

— preserving the possibility of electing members of ex�
ecutive bodies and independent directors to the
board of directors (supervisory board);

— lifting the requirement to elect an audit commission.
The Bank of Russia examined last year Finance Min�

istry�drafted conceptual proposals for a draft Federal Law
“On Consumer Credit”, which aimed to create favour�
able conditions for expanding consumer lending, guar�
antee the rights of consumers using consumer credit,
build a system of safeguards for consumers and pro�
vide a legal framework for the development of consum�
er lending. On some key issues, such as the disclosure
of information on consumer loans and measures to pro�
tect consumer interests, the Bank of Russia drafted its
own proposals designed to make the draft law more
amenable to the provisions of Joint Letter of the Federal
Antimonopoly Service and the Bank of Russia of May 26,
2005, No. IA/7235/77�T “Recommendations on the In�
formation Disclosure Standards in Consumer Credit”.

The efforts made by the Bank of Russia in the field of
auditing credit institutions aimed to improve co�opera�
tion with the Ministry of Finance and audit organisations
to make banking supervision more effective. This co�op�
eration was implemented within the framework of the Fi�
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nance Ministry’s Audit Council and its working groups,
set up to upgrade audit laws and work out audit standards
on the basis of the International Audit Standards.

The Bank of Russia participated in considering a draft
law to amend the Federal Law “On Audit” passed by the
lower chamber of parliament in the first of three readings,
the Russian Government Resolution “On Measures to
Ensure Mandatory Audit”, federal audit rules (standards),
the model provision “On the External Body of Control over
the Quality of Audit Services Provided by Audit Organisa�
tions and Individual Auditor Members of the Professional
Auditors Association” and methodological recommenda�
tions on audit issued by the Audit Commission of the Fi�
nance Ministry’s Audit Council. In addition, the Bank of
Russia submitted proposals to the Finance Ministry for
inclusion in the Methodological Recommendations on the
Audit of Credit Institutions and Banking (Consolidated)
Groups.

To improve the regulation of credit institutions, the
Bank of Russia issued regulations and letters establish�
ing the principles of supervision.

The Bank of Russia continued to upgrade bank pru�
dential ratio methodology. It specified inter alia:

— the methods for calculating the assets included in the
capital adequacy ratio (N1);

— the methods for calculating the prudential ratios set�
ting a limit on a bank’s credit risk.
To tighten control over the risks involved in banks’

transactions with related parties, Bank of Russia Letter
of January 17, 2005, No. 2�T “On Conducting Bank Trans�
actions with Related Parties and the Assessment of Risks
Arising from these Transactions” recommended banks to
set relative and (or) absolute limits in their internal docu�
ments on the credit risk�carrying transactions with relat�
ed parties and to establish a procedure for controlling
credit risk assessment in transactions with them.

Ordinance of February 18, 2005, No. 1549�U, Ordi�
nance of July 6, 2005, No. 1592�U and Ordinance of July
29, 2005, No. 1599�U “On Amending Bank of Russia In�
struction of January 16, 2004, No. 110�I ‘On Banks Pru�
dential Ratios”’, issued by the Bank of Russia:

— cancelled the general liquidity ratio N5;
— made changes to specify the methods for calculating

the assets included in the capital adequacy ratio N1;
— made changes to specify the methods for calculat�

ing the prudential ratios limiting a bank’s credit risks
(N6, N7, N9.1, N10.1 and N12).
To upgrade the country risk assessment methodolo�

gy, the Bank of Russia issued Ordinance of June 22, 2005,
No. 1584�U “On Loan Loss Provisioning and the Size of
Loan Loss Provisions for Credit Institutions’ Operations
with Residents of Off�shore Zones”, which came into force
on October 1, 2005, it:

— stipulated that the size of provisions depends on the
level of country risk, regardless of the level of credit
risk involved in operations with residents of off�shore
zones;

— required credit institutions to make provisions as soon
as their operations with residents of off�shore zones
are recorded in accounts and to maintain provisions
at an adequate level on a permanent basis;

— systematised the financial instruments for which pro�
visions should be made and brought this list into com�
pliance with the list of financial instruments contained
in Bank of Russia Regulation of March 26, 2004,
No. 254�P “On the Procedure for Making by Credit
Institutions Loan Loss Provisions, Provisions for Loan
Debts and Similar Debts” (hereinafter referred to as
Regulation No. 254) and Bank of Russia Regulation
of July 9, 2003, No. 232�P “On the Procedure for
Making by Credit Institutions Provisions against Pos�
sible Losses” (hereinafter referred to as Regulation
No. 232);

— prohibited credit institutions from writing off uncol�
lectible debt as it is defined in Point 2.3 of Bank of
Russia Regulation of March 26, 2004, No. 254�P at
the expense of the loan loss provision made for it un�
der Bank of Russia Regulation of June 22, 2005,
No. 1584�U.
To upgrade the foreign exchange risk limitation pro�

cedure, the Bank of Russia issued Instruction of July 15,
2005, No. 124�I “On Setting Limits on Open Currency
Positions, the Methodology for Calculating them and the
Specifics of Supervision of their Observance by Credit
Institutions”65. The principal changes this document
makes to defunct Bank of Russia Instruction of May 22,
1996, No. 41 “On Setting Limits on the Open Currency
Position and Monitoring their Observance by the Autho�
rised Banks of the Russian Federation”, are as follows:

— the requirement to observe the limits set on open
currency positions (OCP) must be met by all banks
assuming foreign exchange risk, regardless of wheth�
er they have or do not have the Bank of Russia licence
(permit) to conduct operations with foreign exchange
and precious metals, including the operations with the
ruble, if the size of ruble positions depends on the
change in the exchange rate of foreign currencies and
precious metals;

— the OCP calculation includes the provisions made for
possible losses on the financial instruments includ�
ed in the OCP calculation;

— the OCP calculation includes the currency position
on capital;

— the Instruction repealed the provision of Bank of Rus�
sia Regulation of February 10, 2003, No. 215�P “On
the Methodology for Determining Own Funds (Capi�
tal) of Credit Institutions”, which stipulated that the
calculation of OCP limits did not include foreign cur�
rency�denominated financial instruments reducing
the own funds (capital) indicator, such as investments
in non�resident shares (stakes), including the shares
(stakes) in subsidiaries, subordinated loans placed
and own shares in a bank’s authorised capital bought
out by the bank and paid for in foreign currency;

65 Bank of Russia Instruction No. 124�I came into force on February 20, 2006.
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— the OCP calculation includes foreign currency�de�
nominated claims and obligations on accrued inter�
est recorded in balance sheet and off�balance�sheet
accounts;

— the off�balance�sheet instruments that must be in�
cluded in the OCP calculation comprise, in addition
to irrevocable bank guarantees, irrevocable sureties
and letters of credit. The OCP calculation should also
include revocable sureties, guarantees and letters of
credit, if the corresponding agreements are conclud�
ed on terms and conditions similar to those of the
agreements on irrevocable guarantees, sureties and
letters of credit from the standpoint of legal and eco�
nomic implications for the guarantor (surety) or war�
rantor;

— the entire credit institution is subject to control over
the OCP observance. Control over the observance of
the OCP sub�limits established by a bank for the par�
ent organisation and the branches should be ensured
by the bank’s management and internal control sys�
tem;

— the Instruction optimised the OCP reporting proce�
dure. For this purpose, Bank of Russia Ordinance of
December 26, 2005, No. 1646�U “On Amending Bank
of Russia Ordinance of January 16, 2004, No. 1376�U
‘On the List, Forms and Procedure for Compiling and
Presenting Reporting Forms by Credit Institutions to
the Central Bank of the Russian Federation’”66, es�
tablished the procedure for compiling and present�
ing bank reports in form 0409634 “Statement of Open
Currency Positions”.
Bank of Russia Letter of February 17, 2005 No. 31�T,

“On the Application of Point 2.3 of Bank of Russia Regu�
lation of March 26, 2004, No. 254�P ‘On the Procedure
for Making by Credit Institutions Loan Loss Provisions,
Provisions for Loan Debts and Similar Debts’”, explained
how credit institutions should establish in their internal
documents the procedure for regulating loan loss provi�
sions in connection with the change in the principal
amount of the debt.

A number of regulatory documents were drafted last
year to improve the Bank of Russia’s supervisory require�
ments.

The Bank of Russia continued to upgrade its supervi�
sory practices to detect cases or signs of fictitious own
funds (capital) being created by credit institutions. In 2005,
it issued Ordinance of February 6, 2006, No. 1656�U “On
Actions to Be Taken in Response to the Detection of Cas�
es or Signs of the Creation of Regulatory Capital or a Part
Thereof by Using Improper Assets”67, which took into ac�
count the experience gained by Bank of Russia regional
branches in using Bank of Russia Regulation of February
10, 2003, No. 215�P “On the Methodology for Determin�
ing Own Funds (Capital) of Credit Institutions”, and Bank

of Russia Ordinance of February 10, 2003, No. 1246�U
“On Actions to Be Taken in Response to the Detection of
the Cases or Signs of the Creation of Capital or a Part
Thereof by Using Improper Assets”.

This Ordinance contains the following new provisions:
— the structural units of the Bank of Russia head office

have the power to point out cases or signs of a credit
institutions’ regulatory capital being created by in�
vestors’ using improper assets;

— Bank of Russia regional branches have the power to
decide for themselves if a bank has used improper
assets in regulatory capital creation (up to 10% of the
bank’s regulatory capital), cover risk and repeal in�
structions;

— one way to cover risks (apart from reducing a credit
institution’s authorised capital and replacing assets),
arising from the use of improper assets in own funds
(capital) creation, is to make loss provisions by banks
in accordance with the procedure established by
Regulation No. 254�P or Regulation No. 232�P to the
amount corresponding to the balance sheet value of
the replaced assets and (or) the amount of contin�
gent liabilities assumed by the credit institution.
In 2005, the Bank of Russia drafted and submitted to

the Ministry of Justice for registration Regulation of March
20, 2006, No. 283�P “On the Procedure for Making by
Credit Institutions Provisions against Possible Losses”68,
Ordinance of March 20, 2006, No. 1671�U “On Amend�
ing Bank of Russia Regulation of March 26, 2004,
No. 254�P ‘On the Procedure for Making by Credit Insti�
tutions Loan Loss Provisions, Provisions for Loan Debts
and Similar Debts’” and Ordinance of March 20, 2006,
No. 1672�U “On Amending Bank of Russia Instruction of
January 16, 2004, No. 110�I ‘On Banks Prudential Ra�
tios’”.

These regulatory documents introduced the follow�
ing changes:

— they set up the procedure for assessing the risk of
losses on assets put in trust by a credit institution;

— they revise the portfolio provisioning methodology to
harmonise it with the new version of IAS 39 (2004),
excluding for this purpose from the portfolio claims
with individual signs of depreciation and requiring
banks to make provisions for such claims on an indi�
vidual basis. The value of the claims (contingent lia�
bilities) that may be included in the portfolio was
raised from 0.1% to 0.5% of a credit institution’s reg�
ulatory capital;

— they specify the procedure for loss provisioning for
contingent liabilities of credit nature, taking into ac�
count collateral provided for the transactions, simi�
lar to the requirements of Section 6 of Regulation
No. 254�P, establishing the procedure for making
provisions for loans with due account of collateral;

66 Bank of Russia Ordinance No. 1646�U came into force on February 20, 2006.
67 Bank of Russia Ordinance No. 1656�U was registered by the Ministry of Justice of the Russian Federation and came into force on
March 26, 2006.
68 The new version of Bank of Russia Regulation of July 9, 2003, No. 232�P “On the Procedure for Making by Credit Institutions Provi�
sions against Possible Losses”.
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— taking into consideration the new version of IAS 39
(2004), all claims relating to the purchase of securi�
ties and other financial assets with an obligation on
their subsequent alienation, regardless of who is the
counterparty in the transaction, what securities are
purchased and whether the contract contains a pro�
vision allowing the sale of the securities involved in
the transaction, are considered as loans for which
provisions should be made in compliance with Regu�
lation No. 254�P;

— the term “guarantee deposit” is re�defined, taking into
account the provisions of Article 410 of the Civil Code
of the Russian Federation on the complete or partial
termination of an obligation by offsetting it against a
similar counter�claim.
The principles of corporate governance, adjusted

to the institutional and legal specifics of the Russian
banking system, the principles of separating the pow�
ers between management bodies in a credit institution
and the role played by the board of directors (supervi�
sory board) in organising risk management, preventing
conflicts of interest, ensuring the observance of the rules
of professional conduct and elaborating and implement�
ing the information policy are set out in Bank of Russia
Letter of September 13, 2005, No. 119�T “On the Con�
temporary Principles of Corporate Governance in Cred�
it Institutions”.

The operational risk factors, the role played by the
board of directors (supervisory board) and executive bod�
ies in organising the management of this risk and the prin�
ciples of building the operational risk management sys�
tem are described in Bank of Russia Letter of May 24,
2005, No. 76�T “On Operational Risk Management in
Credit Institutions”.

The external and internal factors of legal and reputa�
tion risks and the principles of establishing the procedure
for detecting, assessing and monitoring the level of these
risks and minimising them are established in Bank of Rus�
sia Letter of June 30, 2005, No. 92�T “On the Manage�
ment of Legal and Reputation Risks in Credit Institutions
and Banking Groups”. In addition, the Letter contains rec�
ommendations on identifying customers to ensure the
observance of the “know�your�customer” principle and
recommendations on some personnel�policy issues, in�
cluding the observance of the “know�your�employee”
principle. To improve control over banks interest rates on
household deposits, the Bank of Russia sent its regional
branches Letter of April 8, 2005, No. 59�T “On Informa�
tion about Banks Setting Higher Interest Rates on House�
hold Deposits”.

Aware of the growing role of the electronic commu�
nications and their increased impact on banking, the Bank
of Russia issued Letter of January 19, 2005, No. 8�T “On
Data Recommended for Placement on Credit Institutions’
Web Sites”, which recommended credit institutions to put
on their web sites information on being accepted to and
expelled from the deposit insurance system and the con�
tact details of the Bank of Russia regional branches su�
pervising them.

To further encourage credit institutions to use elec�
tronic reporting, the Bank of Russia issued Ordinance of
January 24, 2005, No. 1546�U “On the Procedure for
Sending Statements by Credit Institutions to the Central
Bank of the Russian Federation in the Form of Electronic
Authentication Code Messages” and Letter of March 23,
2005, No. 45�T “On the Form of Contract between a Credit
Institution and the Bank of Russia on the Transmission
and Reception of Electronic Statements”.

Inspection
In 2005, the Bank of Russia continued to upgrade the

legal regulation of inspection to ensure that the activities
of credit institutions are evaluated on the basis of a pro�
fessional judgement, including the assessment of risk
management and internal controls.

To improve the comprehensive system of inspections
and bring it into compliance with the requirements of Fed�
eral Laws of December 23, 2003, No. 177�FZ “On Insur�
ance of Household Deposits with Banks of the Russian
Federation”, of December 10, 2003, No. 173�FZ “On For�
eign Exchange Regulation and Control”, and the Bank of
Russia’s effective regulations on banking regulation and
supervision, the Bank of Russia made some changes in
its regulations in 2005 on the procedure for conducting
inspections and organising on�site supervision.

Specifically, the Bank of Russia issued Ordinance of
January 13, 2005, No. 1543�U “On Amending Bank of
Russia Instruction of August 25, 2003, No. 105�I ‘On the
Procedure for Conducting Inspections of Credit Institutions
and their Branches by Authorised Representatives of the
Central Bank of the Russian Federation’, and Ordinance
of January 13, 2005, No. 1544�U “On Amending Bank of
Russia Instruction of December 1, 2003, No. 108�I ‘On
Organising On�site Supervision by the Central Bank of the
Russian Federation (Bank of Russia)’”.

Bank of Russia inspections of banks to ensure they
comply with the requirements of the Federal Deposit In�
surance Law represent one condition for the successful
establishment and operation of the deposit insurance
system. The inspections include those conducted with
employees of the Deposit Insurance Agency, a state�run
corporation.

In this connection, the Bank of Russia issued Ordi�
nance of January 13, 2005, No. 1542�U “On the Specif�
ics of Conducting Inspections of Banks with Deposit In�
surance Agency Employees”, and Letter of March 30,
2005, No. 49�T “On Methodological Recommendations
for Organising and Conducting Selective Inspections of
Banks when Considering their Repeat Requests to the
Bank of Russia to Confirm their Compliance with the Re�
quirements for Participation in the Deposit Insurance Sys�
tem”.

The inspection and evaluation of internal controls in
credit institutions is becoming a major objective of su�
pervision. For this reason, the Bank of Russia sent its re�
gional branches Letter of March 24, 2005, No. 47�T “On
Methodological Recommendations for the Inspection and
Assessment of Internal Controls in Credit Institutions”.
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The Bank of Russia continued to take steps last year
to improve the quality of inspection materials and raise
the standard of preparing these materials. Specifically,
to standardise the methods of preparing bank inspection
materials, the Bank of Russia issued Letter of February
16, 2005, No. 29�T “On the Registration of Documents
Relating to the Organisation and Conduct of Inspections
of Credit Institutions and their Branches”.

To improve the organisation of on�site supervision and
streamline the application of Bank of Russia regulations,
the Bank of Russia issued for the staff of Bank of Russia
inspection divisions and other authorised representatives
of the Bank of Russia Letter of August 11, 2005, No. 110�T
clarifying issues arising in organising and conducting in�
spections of banks by Bank of Russia regional branches.

Financial rehabilitation and liquidation
of credit institutions

In 2005, the Bank of Russia continued to improve leg�
islation regulating the financial rehabilitation and liquida�
tion of credit institutions.

At the end of last year, amendments were made to the
Criminal Code of the Russian Federation, establishing crim�
inal liability for illegally obstructing the actions of the pro�
visional administration of a credit institution, including a
failure or refusal to pass to the provisional administration
documents necessary for the fulfilment of its duties or prop�
erty owned by the credit institution in cases when the func�
tions of the credit institution’s manager are assigned to the
head of the provisional administration, if these actions (or
inaction) caused substantial damage.

Amendments to the Federal Laws “On the Insolvency
(Bankruptcy) of Credit Institutions” and “On Banks and
Banking Activities” which came into force at the end of
2004 changed the procedure for liquidating credit insti�
tutions, as the powers of the receiver (liquidator) of cred�
it institutions with a Bank of Russia licence to take house�
hold funds on deposit passed to the corporate liquidator,
the Deposit Insurance Agency. In addition, amendments
to the bank bankruptcy laws and criminal and adminis�
trative legislation considerably increased the responsi�
bility of the founders (members), members of the board
of directors (supervisory council) and managers of credit
institutions for bringing credit institutions to bankruptcy.
The corporate liquidator is also involved in taking legal
action against these persons. A legal procedure is cur�
rently being established to prosecute persons responsi�
ble for bringing banks to bankruptcy, a process that will
help change the financial community’s perception of the
practices used by the managers of bankrupt banks.

In 2005, the Bank of Russia took measures to improve
a control mechanism designed to make bank liquidation
procedures more effective and open. It also continued to
implement the provisions of the Federal Law “On Bank of
Russia Payments on Household Deposits with Bankrupt
Banks uncovered by the Compulsory Deposit Insurance
System” with the aim of increasing the protection of de�
positors’ interests.

Last year, it took part in considering draft laws de�
signed to make the institution of collateral more effective
and stronger. Amendments were made to the Civil Code
of the Russian Federation to establish the ranking of cred�
itors in the course of liquidating legal entities. Specifical�
ly, the provision on the satisfaction of creditors’ claims to
obligations collateralized by property was brought into line
with the provisions of the bankruptcy law.

To facilitate the implementation of the laws on the
financial rehabilitation and liquidation of credit institu�
tions, the Bank of Russia issued Instruction of Novem�
ber 11, 2005, No. 126�I “On the Procedure for Regulat�
ing the Relations Involved in the Implementation of Mea�
sures to Prevent Insolvency (Bankruptcy) of Credit In�
stitutions”. It is a part of the package of regulations is�
sued by the Bank of Russia to replace Instruction of July
12, 1999, No. 84�I “On the Procedure for Implementing
Measures to Prevent Insolvency (Bankruptcy) of Credit
Institutions”, and to regulate co�operation between the
Bank of Russia regional branches and credit institutions
implementing bank insolvency (bankruptcy) prevention
measures.

To prevent unjustified delays in implementing insol�
vency (bankruptcy) prevention measures, the Instruction
included a number of additional provisions clarifying for
credit institutions the requirements made by the Bank of
Russia in the course of implementing such measures.
Specifically, the Instruction:

— sets the criteria for the quality and quantity of docu�
ments confirming that a credit institution is capable
of rehabilitating itself financially;

— specifies the data that must be included in the notifi�
cation of a credit institution about the decision on its
financial rehabilitation or reorganisation;

— establishes the right of a Bank of Russia regional
branch to require a credit institution, if necessary, to
present individual statements on a daily basis;

— sets up the endorsement procedure for the financial
rehabilitation plan, drawn up with the provisional ad�
ministration, including the cases in which the powers
of a credit institution’s management are limited or
suspended.
Bank of Russia Ordinance of December 30, 2005,

No. 1650�U “On the Procedure for Implementing Mea�
sures by Bank of Russia Regional Branches to Monitor
the Implementation of Insolvency (Bankruptcy) Preven�
tion Measures by Credit Institutions”, which came into
force simultaneously with Bank of Russia Instruction
No. 126�I, regulates internal decision�making proce�
dures in Bank of Russia regional branches in respect to
monitoring of insolvency (bankruptcy) prevention mea�
sures implemented by credit institutions. The Ordinance
set out new principles of control over the implementa�
tion of bank insolvency (bankruptcy) prevention mea�
sures:

— it requires Bank of Russia regional branches first to
make sure if a credit institution can eliminate the
grounds for the implementation of insolvency (bank�



59

BANKING REGULATION AND SUPERVISION IN RUSSIA

ruptcy) prevention measures on its own or with the
participation of its shareholders (members), credi�
tors and other persons and only thereafter the Bank
of Russia regional branches should decide if they
should order the credit institution to implement finan�
cial rehabilitation or reorganisation (the previous ver�
sion of the document required them to issue such an
order in any case);

— it established the general principles of passing a pro�
fessional judgement by Bank of Russia regional
branches on the possibility of a financial rehabilita�
tion of a credit institution on the basis of its action
plan;

— Bank of Russia regional branches received the pow�
ers to decide on their own if it is necessary to con�
duct unscheduled selective inspections of credit in�
stitutions in the course of implementing the financial
rehabilitation measures.
Bank of Russia Regulation of November 9, 2005,

No. 279�P “On the Provisional Administration of a Credit
Institution”, which replaced Bank of Russia Regulation of
November 26, 2003, No. 241�P set up the procedure for
appointing a provisional administration and organising,
implementing and terminating its activities. In compliance
with Russian legislation, it considerably broadened the
functions and powers of the provisional administration in
safeguarding the property and assets of a credit institu�
tion and established in agreement with the Deposit In�
surance Agency (hereinafter referred to as the Agency) a
register form of creditors’ claims. The Regulation:

— provides for the possibility of arranging co�operation
between the Bank of Russia and the Agency by in�
cluding Agency employees in the provisional admin�
istration;

— sets up the procedure for accessing Agency employ�
ees to a credit institution’s documents without their
inclusion in the provisional administration;

— establishes the procedure for publishing information
on the activities of the provisional administration and
the financial standing of a credit institution;

— sets up the procedure for making claims by creditors
and for examining them and the procedure for com�
piling by the provisional administration of a register
of creditors’ claims and a register of a bank’s obliga�
tions to depositors;

— requires the provisional administration to examine a
credit institution to search for any signs of insolvency
(bankruptcy) or fictitious bankruptcy;

— establishes the procedure to be used by the provi�
sional administration if it is prevented by third per�
sons from fulfilling the functions assigned to it by law
or if there is no property, documentation, archive and
(or) electronic database of a credit institution at the
place of its registration and (or) last known residence;

— sets the procedure for compiling and getting approval
for the provisional administration’s expense budget
and controlling its execution.
Bank of Russia Ordinance of July 14, 2005, No. 1594�U

“On the List and Forms of and the Procedure for Compil�
ing and Presenting to the Central Bank of the Russian
Federation Statements by Credit Institutions while Being
Liquidated”, stipulates that these statements should con�
tain information on bankruptcy assets, property stocktak�
ing, evaluation and sale results, the returns from sale, their
expenditure on the credit institution’s operations and the
settlement of creditors’ claims. The statements are used
for control of the agency liquidating the credit institution
in the interests of creditors (depositors).
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III.3. Bank of Russia Assessment of Banks’ Compliance
with Deposit Insurance System Requirements

While implementing the Federal Deposit Insurance
Law (hereinafter referred to as the Federal Law), the Bank
of Russia completed in 2005 its assessment of how banks
licensed to take household funds on deposit at the time
this Law came into force complied with the requirements
for participation in the deposit insurance system.

The work of the Bank of Russia was aimed at evalua�
tion of banks’ performance and their ability to safeguard
the interests of creditors and depositors, as well as to
minimise the risks to which the banks are exposed. Infor�
mation received by the Bank of Russia during off�site su�
pervision and selective inspections allowed it to improve
banking supervision in terms of evaluating the financial
soundness of individual banks and the stability of the
banking system as a whole, as well as determining bank�
ing sector development trends and areas that have yet to
be regulated legislatively.

Requests for admission to the deposit insurance sys�
tem were filed with the Bank of Russia by the deadline set
under the Federal Law by 1,150 banks69 that had a licence
to take household funds on deposit (1,183 banks had this
licence as of June 27, 2004).

As of January 1, 2005, the Bank of Russia granted
the requests of 415 banks70. In addition, six banks that
had requested permission to expand the range of their
activities were granted licences to take household funds
on deposit. Seven banks were subsequently reorganised.
By January 1, 2005, the requests of 67 banks had been
rejected.

Following the procedure established by the Federal
Law, the Bank of Russia considered in 2005 first�time and
repeat requests lodged by banks and appeals to the Bank
of Russia’s Banking Supervision Committee and Bank of
Russia Chairman against decisions to reject repeat re�
quests.

As of March 27, 2005, 817 banks had their first�time
requests granted and were admitted to the deposit in�
surance system (two wound up their operations due to
reorganisation) and two banks were granted admission
after their repeat requests had been considered. In addi�
tion, seven banks were granted a licence to take house�
hold funds on deposit.

Having considered the repeat requests of 265 banks,
the Bank of Russia granted the requests of 92 banks and

turned down the repeat requests of 165 banks; four banks
recalled their repeat requests and four banks had their
banking licence revoked pending a decision from the
Bank of Russia’s Banking Supervision Committee. In ad�
dition, 11 banks were granted a licence to expand the
range of their activities and take household funds on de�
posit. As a result, another 103 banks71 were admitted to
the deposit insurance system.

The Bank of Russia’s Banking Supervision Commit�
tee considered the appeals filed by 142 banks against the
rejection of their repeat requests, of which the appeals of
five banks were granted and the appeals of 137 banks
were rejected. The Bank of Russia Chairman considered
the appeals of 131 banks against the rejection of their
repeat requests and granted the appeals of seven banks,
turned down the appeals of 123 banks and one bank had
its banking licence revoked while its appeal was under
consideration.

When considering requests and appeals, the Bank
of Russia particularly focused on verifying banks’ ac�
counting and reporting reliability, its compliance with the
required ratios, the transparency of its ownership struc�
ture, quality of management and internal controls, own
funds (capital), how it observed provisioning requirements
and ensuring there were no grounds for taking corrective
actions. The Bank of Russia made certain that the deci�
sions on banks compliance with the requirements for ad�
mission to the deposit insurance system were taken on a
collective basis.

As of January 1, 2006, 931 banks72 holding 2,738 bil�
lion rubles in household deposits (94.9% of total house�
hold deposits with Russian banks) and 9,255 billion ru�
bles in assets (94.9% of aggregate banking sector as�
sets) were registered with the deposit insurance system.
The Bank of Russia turned down 191 requests made by
banks that had the licence to take household funds on
deposit at the time when the Federal Law came into af�
fect, of which 24 banks had their banking licences revoked
as of January 1, 2006.

The Bank of Russia constantly monitors how banks
registered with the deposit insurance system are com�
plying with its requirements. If a bank fails to comply with
these requirements for three consecutive months, the
Bank of Russia must, pursuant to Article 48 of the Feder�

69 Including banks that recalled their requests while they were considered, banks that had their banking licences revoked while their
requests were considered and banks that wound up their operations due to reorganization before any decision was made on their
requests.
70 As of January 1, 2005, the Deposit Insurance Agency had 381 banks on the register of the banks participating in the deposit insur�
ance system.
71 Five of them wound up their operations due to reorganization.
72 Including 20 banks which were granted licences to expand the range of their activities and take household funds on deposit and
excluding banks that were admitted to the deposit insurance system but subsequently wound up their activities due to reorganization.
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al Law, prohibit this bank from taking household funds on
deposit and opening individual bank accounts.

The deposit insurance system has increased public
trust in the banking system and has had a positive effect
on the stability of the financial markets and the economy
as a whole. The banks that have passed through the se�
lection procedure have improved the quality of their own
funds (capital) and assets significantly, upgraded their
internal corporate governance systems and adjusted their
internal controls. As a result, banks have become more
efficient and competitive, and the banking sector has
become more transparent. Banks that broke the law and
Bank of Russia rules and regulations have had their licenc�
es revoked. The methodology developed by the Bank of

Russia and the experience it gained while considering
banks requests and taking decisions on them are now
used by the Bank of Russia in its day�to�day activities and
help it improve banking supervision.

Insurance compensation was paid out on household
deposits when a bank registered with the deposit insur�
ance system had its banking licence revoked in 2005. This
case showed that the Bank of Russia had not only estab�
lished an efficient procedure for making the insurance
fund, but had also resolved technical difficulties in set�
tling accounts with depositors. It also served as a remind�
er that the deposit insurance system is designed to pro�
tect depositors rather than guarantee immunity to bank
owners and managers.
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III.4. Registration and Expansion of Credit Institutions Activities

The decline in the total number of registered credit
institutions continued in 2005 and last year the total num�
ber of registered credit institutions decreased from 1,516
to 1,409, or by 7% as against 9% in 2004, when their total
number fell from 1,666 to 1,516. The number of operat�
ing credit institutions with a banking licence declined from
1,299 in 2004 to 1,253 in 2005, of which 48 were non�
bank credit institutions (see Chart 3.1 and Chart 3.2).

Nine new credit institutions were registered in the
year under review: six were banks and three non�bank
credit institutions. This compares with three credit insti�
tutions registered in 2004 (two banks and one non�bank
credit institution) and 16 registered in 2003 (14 banks and
two non�bank credit institutions).

The reorganisation of credit institutions continued in the
year under review: 14 credit institutions merged with other
credit institutions (as against three in 2004), four credit in�
stitutions changed their organisational and legal status from
limited liability companies to joint�stock companies (as
against five in 2004 and nine in 2003), one credit institution
turned from an additional liability company into a joint�stock
company and one credit institution was transformed from a
state�run enterprise into a joint�stock company.

In 2005, as in 2004, one non�bank credit institution
became a bank (no bank became a non�bank credit in�
stitution in 2005 or 2004).

Fifty�nine credit institutions, or 4.7% of the total, ex�
panded the range of their operations in 2005 by obtain�

Dynamics of the number of registered operating credit institutions
and banking licences granted to them

CHART 3.1

Dynamics of the number of credit institutions
by federal district

CHART 3.2
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ing additional banking licences (54 credit institutions, or
4.16% of the total in 2004). These credit institutions re�
ceived 11 general licences, 11 licences to conduct oper�
ations with foreign exchange and 10 licences to take on
deposit and place precious metals.

Fourteen banks were granted permission to take
household funds on deposit for the first time in 2005.

The principal objective of the Russian Banking Sec�
tor Development Strategy until 2008 is to make the bank�
ing system more stable and efficient. While seeking to
do this, the Bank of Russia rejected the requests of a
number of credit institutions that wanted to expand the
range of operations by obtaining additional licences in
2005:

— four credit institutions had their first�time requests for
a licence to take household funds on deposit reject�
ed because they failed to comply with the require�
ments set by the Federal Law “On Insurance of
Household Deposits with Banks of the Russian Fed�
eration”;

— 13 credit institutions had their requests for other types
of licences turned down because they committed the
following violations of laws and Bank of Russia rules
and regulations: their internal controls were inade�
quate to the scale of their banking operations and the
risks they assumed, their financial soundness did not
satisfy Bank of Russia requirements and the Bank of
Russia had no information about the persons or
groups of persons who directly or indirectly (through
third persons) exerted substantial influence on the
decisions taken by bank management, etc.
In comparison, 17 credit institutions were refused

additional licences in 2004.
The measures taken by shareholders and members

of credit institutions in 2005 allowed operating credit in�
stitutions to increase their aggregate authorised capital
by 63.9 billion rubles — or 16.8% — from 380.5 billion
rubles to 444.4 billion rubles. In 2004, the aggregate au�
thorised capital of operating credit institutions increased
by 18.5 billion rubles, or 5.1% (see Chart 3.3).

The number of credit institutions with a registered
authorised capital of less than 60 million rubles contin�
ued to decrease and their share continued to contract in
the year under review, whereas the number of credit in�
stitutions with a registered authorised capital of more than
60 million rubles continued to increase.

As of January 1, 2006, there were 243 operating cred�
it institutions with an authorised capital of more than 300
million rubles, or 19.4% of the total number of operating
credit institutions (nine more than on January 1, 2005,
and 35 credit institutions more than on January 1, 2004,
an increase by 17%). The number of credit institutions
with an authorised capital of between 150 million rubles
and 300 million rubles rose to 204, or 16.3% of the total
(it increased by 13 as compared with January 1, 2005,
and by 38, or by 23%, as compared with January 1, 2004).
The number of credit institutions with an authorised cap�
ital of between 60 million rubles and 150 million rubles
reached 227, or 18.1% of the total, increasing by 16 as

Dynamics of registered authorised
capital of operating credit institutions

CHART 3.3

compared with January 1, 2005, and by 22, or by 11%,
as compared with January 1, 2004. (See Chart 3.4).

The number of operating credit institutions with a reg�
istered authorised capital of between 10 million rubles and
30 million rubles and from 30 million rubles to 60 million
rubles stood at 205 and 212 respectively as of January 1,
2006, as against 232 and 225 respectively as of January
1, 2005 (267 and 240 as of January 1, 2004). These credit
institutions accounted for 16.4% and 16.9% of the total
respectively.

The number of credit institutions with an authorised
capital of less than 10 million rubles continued to decline
and their share continued to contract (from 15.9% as of
January 1, 2005, to 12.9% as of January 1, 2006).

The year under review saw an expansion of foreign
capital in the Russian banking system. Non�resident
shareholdings in the authorised capital of operating credit
institutions increased from 23,553 million rubles in 2004
to 49,554.5 million rubles in 2005, or by 110% (2004
growth stood at 24.6%). The non�resident share in the
aggregate authorised capital of the Russian banking sec�
tor expanded by 5 percentage points, from 6.2% to 11.2%
(in 2004, it increased by one percentage point). The num�
ber of operating credit institutions with foreign sharehold�
ings rose from 131 to 136 (in 2004, from 128 to 131),
whereas the number of credit institutions with non�resi�
dent shareholdings exceeding 50% increased from 42 to
52 (in 2004, from 41 to 42) (see Chart 3.5).

Credit institutions with foreign investment are locat�
ed in 30 constituent members of the Russian Federation.
Eighty�eight of them, or 64.7% of the total, are based in
Moscow and the Moscow Region and eight in St Peters�
burg.

Last year, the value of securities issued by credit in�
stitutions increased significantly. Most of this growth was
due to bond issues: the value of the registered bond is�
sues increased by 3.7 times over the year under review,
to 85.7 billion rubles as against 23.3 billion rubles in 2004.
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Dynamics of the number of operating credit institutions
by authorised capital (%)

CHART 3.4

Dynamics of the number of operating credit institutions
with foreign shareholdings in authorised capital

CHART 3.5

The value of the registered share issues increased from
50.3 billion rubles to 85.2 billion rubles, or by 69.4%.

As the authorised capital of credit institutions in�
creased, 246 share issues with a total value of 79.8 bil�
lion rubles were registered in 2005, an increase of 36.6
billion rubles, or 84.7%, on 2004.

Authorised capital grew mostly as a result of addi�
tional share issues: 236 additional share issues with a to�
tal value of 78.4 billion rubles were registered in the year
under review as against 234 share issues with a total val�
ue of 39.2 billion rubles in 2004. Of these, 11 additional
share issues with a total value of 15.1 billion rubles were
registered in connection with bank mergers (three share
issues with a total value of 200 million rubles were regis�
tered for this purpose in 2004).

The largest additional share issue registered in con�
nection with a merger amounted to 12.8 billion rubles and
was placed by open�end joint�stock Uralsib company tak�
ing over four banks.

Preferred stock accounted for a small part of the
shares issued by credit institutions: in 2005, they regis�
tered three issues of preferred shares with a total value
of 700 million rubles, as compared with four issues with a
total value of 100 million rubles registered in 2004.

Stock issued to increase its nominal value accounted
for 1.8% of the stock issued to expand authorised capital:
10 share issues with a total value of 1.4 billion rubles were
registered for this purpose in 2005 as against 12 share is�
sues with a total value of 4.2 billion rubles in 2004.

Seven share issues with a total value of 2.8 billion ru�
bles were registered in connection with credit institutions
reorganisations.

Twenty�eight credit institutions registered 33 bond
issues with a total value of 85.7 billion rubles in 2005, of
which 26 credit institutions placed 84.4 billion rubles of
bonds on the MICEX stock exchange.

Commercial banks based in the Moscow Region re�
mained leaders on the bond market: they made 25 bond
issues with a total value of 78.5 billion rubles, or 91.6%
of the total value of bonds issued last year. Vneshtorg�
bank made one of the biggest bond issues with a value
of 30 billion rubles. Most credit institutions use a stan�
dard bond issue tactic: the market is dominated by me�
dium�term coupon bonds with a maturity period of at
least three years, a nominal value of 1,000 rubles and
the possibility of a subsequent buy�out at the request of
or in agreement with bondholders by making irrevoca�
ble public offers.
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III.5. Off�site Supervision

73 The number of credit institutions prohibited from conducting individual operations, including taking household funds on deposit,
increased due to the restrictive provisions of Article 47 of Federal Law of December 23, 2003, No. 177�FZ “On Insurance of Household
Deposits with Banks of the Russian Federation”.

In 2005, the Bank of Russia continued to upgrade
banking regulation and supervision, taking into account
international best practice, including the practice sum�
marised in the documents of the Basel Committee on
Banking Supervision. It carried out a series of measures
to increase banking sector stability, protect the interests
of creditors and depositors, as well as to ensure credit
institutions compliance with federal laws and Bank of
Russia rules and regulations issued in pursuance of these
laws.

The Bank of Russia attached paramount importance
to the inclusion of banks in the deposit insurance sys�
tem, ensuring that only financially sound banks had ac�
cess to it.

Integrating the results of the Bank of Russia effort to
examine banks’ compliance with the requirements of
banks admission to the deposit insurance system and in�
formation received about the credit institutions while con�
sidering their applications are of great importance for the
risk�based supervision of credit institutions and control
over the process to eliminate shortcomings discovered
in their work. The banks in the deposit insurance system
are monitored on a monthly basis to check how they are
complying with the system’s requirements. While select�
ing credit institutions to the deposit insurance system, the
Bank of Russia also considered capital quality. It contin�
ued to search for evidences that own funds (capital) ware
being formed by using improper assets. At the same time,
it attached great importance to analysing the quality of
assets, their proper classification by risk profile and the
amount of loss reserves. At the request of the Bank of
Russia 19 credit institutions made corrections to their own
funds (capital) in 2005 to the total amount of 6.03 billion
rubles.

In 2005, the Bank of Russia continued to lay particu�
lar emphasis on informal measures in fighting violations
of laws and regulations. After analysing credit institutions’
statements, within the scope of informal measures it no�
tified in writing the management and/or boards of direc�
tors (supervisory boards) of 1,133 banks about shortcom�
ings detected in their work in 2005 (1,175 banks received
such notices in 2004) and held meetings with the top
managers of 392 banks.

In 2005, the Bank of Russia within the scope of for�
mal measures prohibited 202 banks from taking house�
hold funds on deposit (34 banks in 2004)73 and 51 banks
were prohibited from opening branches (50 banks in

2004). The Bank of Russia also applied sanctions such
as fines for a failure to comply with reserve requirements,
violations of federal laws and Bank of Russia rules and
regulations issued in pursuance of these laws and non�
reporting, underreporting and misreporting. A total of 836
banks were censured for various instances of malprac�
tice in 2005 as against 764 banks in 2004. Forty banks
had their banking licences revoked in 2005 (33 banks in
2004).

In 2005, the Bank of Russia analysed for the first time
credit institutions’ (unconsolidated) financial statements
compiled according to IFRS for the first nine months of
2004. The analysis was made by comparing credit insti�
tutions’ performance indicators and data according to
their IFRS statements and statements compiled accord�
ing to Russian accounting rules. The Bank of Russia ex�
amined factors that affected a change in individual bal�
ance sheet items, own funds (capital) sources and finan�
cial results.

As consumer lending expanded and problems with
unfair advertising practices in this area arose, the Bank
of Russia inspected banks and their branches to make
sure that they followed Recommendations of May 26,
2005, No. IA/7235/77�T “On Information Disclosure Stan�
dards in Consumer Lending”, issued by the Federal Anti�
monopoly Service and the Bank of Russia.

To prevent as early as possible banking risks that may
jeopardise banking sector financial stability, the Bank of
Russia monitored banking sector liquidity, the risks in�
volved in consumer lending, and market risk and stress
tested the banking sector (see Annex IV.3 and Annex
IV.4). Provided with monitoring results, Bank of Russia
regional branches took supervisory measures against the
banks in which unfavourable trends were detected.

In 2005, the Bank of Russia monitored and analysed
interest rates on household deposits by maturity and cur�
rency. In case a credit institution paid interest on depos�
its that exceeded the region’s average by more than one�
fifth the Bank of Russia analysed justification of its inter�
est policy. Bank of Russia regional branches held meet�
ings with some credit institutions and sent letters to oth�
ers suggesting them to consider expediency of changing
their interest rate policy. Some banks cut interest rates
on household deposits as a result. Judging by data com�
piled by Bank of Russia regional branches, higher�than�
average interest rates did not signify problems in the
banks that set them.
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To provide organisational and methodological sup�
port to its regional branches, the Bank of Russia:

— drafted recommendations on the practical applica�
tion of enterprise monitoring results by Bank of Rus�
sia supervisors;

— took steps to bring the “Recommendations for the
Analysis of Credit Institutions’ Activities and the De�
velopment of Banking Services in a Region” into con�
formity with the changes in the accounting rules and
the procedure for compiling and presenting some
forms of statements by credit institutions to the Bank
of Russia.
In 2005, the Bank of Russia completed the first�

stage survey of credit institutions in the field of internet
banking. The survey revealed the specifics of this way
of providing banking services and the sources (factors)
of typical banking risks, as well as assessing their pos�
sible effect on the financial soundness of credit institu�
tions. The findings will be used by the Bank of Russia in
drafting recommendations on internet banking. In addi�
tion, the Bank of Russia studied banks’ web sites to make
sure that credit institutions were not being used for ille�
gal purposes or in any other way that may harm their
business reputation.

In connection with the Bank of Russia participation in
the IMF Coordinated Compilation Exercise for Financial
Soundness Indicators (FSIs), the Bank of Russia compiled
and provided to the IMF the draft FSI metadata (see An�
nex IV.2).

The Bank of Russia pays particular attention to the
transparency of individual credit institutions and the bank�
ing sector as a whole. In 2005, it published its annual
Banking Supervision Report and continued to publish
the monthly online version of the Russian Banking Sector
Review.

The share of credit institutions that agreed to disclose
information about their activities on the Bank of Russia web
site in line with Bank of Russia Ordinance, of March 27,
1998, No. 192�U “On Additional Measures to Protect the
Interests of Bank Depositors”, expanded from 57.6% in
2004 to 62.2% in 2005.

To provide effective information support for the struc�
tural units of its head office and regional branches and
optimise technological co�operation inside the Bank of
Russia system and with credit institutions, the Bank of
Russia continued to establish a single information sup�
port system for banking sector regulation and develop�
ment in 2005.

As part of this project, the Bank of Russia completed
a study of business information flows between Bank of
Russia supervisory divisions and determined the priori�
ties of a single information system (creating a single in�
formation space, reducing to a minimum overlapping in�
formation flows, cutting the number of reporting forms,
reducing to a minimum the paper document turnover and
standardising and automating the exchange of informa�
tion), which form the basis of this system development
concept.
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III.6. On�site Inspection of Credit Institutions

In line with the Summary Plan of Comprehensive and
Selective Inspections of Credit Institutions (their Branch�
es), Bank of Russia authorised representatives conduct�
ed 1,573 inspections in 2005, of which 703 inspections
were made in credit institutions, 676 in the branches of
credit institutions and 194 in the branches of Sberbank
of Russia.

Interregional inspections were performed in 234 credit
institutions and their branches, of which 45 inspections
were conducted in credit institutions, 110 in the branches
of credit institutions and 79 in Sberbank branches.

While conducting scheduled inspections, Bank of
Russia authorised representatives paid particular atten�
tion to how credit institutions complied with the require�
ments of the Federal Law “On Countering the Legalisa�
tion (Laundering) of Earnings Obtained in an Illegal Way
and the Financing of Terrorism”. They also focused on
the level of risk taken by credit institutions, risk manage�
ment systems, internal control efficiency in credit institu�
tions, cash discipline, reporting and accounting credibil�
ity, capital adequacy, compliance with the authorised
capital rules and regulations, as well as how credit insti�
tutions were eliminating violations detected by previous
inspections.

One of the most important areas of Bank of Russia
work in 2005, connected with banking sector stability and
the protection of the interests of creditors and deposi�
tors, was the organisation and holding inspections of
credit institutions (their branches) in compliance with the
requirements of the Federal Law “On Insurance of House�
hold Deposits with Banks of the Russian Federation”.

In compliance with the requirements of Article 45 of
this law, the Bank of Russia conducted 264 selective in�
spections at the repeat requests of credit institutions.

In 2005, the Bank of Russia closely co�operated with
the Deposit Insurance Agency in organising and conduct�
ing inspections of the banks in the deposit insurance sys�
tem. Bank of Russia authorised representatives with
Agency employees performed 48 inspections to verify
banks’ compliance with the requirements of the Federal
Law “On Insurance of Household Deposits with Banks of
the Russian Federation”.

The implementation of the deposit insurance pro�
gramme allowed the Bank of Russia to take a closer

look at the structure of the banking system and the re�
lationship between its regional branches and inspec�
tors with banks, identify the most urgent problems and
compile the necessary statistical data. An analysis of
all the findings will help the Bank of Russia develop new
approaches and elaborate inspection techniques. In
2005, the Bank of Russia also held 648 unscheduled
inspections of credit institutions and their branches,
including 14 comprehensive ones. In most cases (608)
inspections were carried out because a bank was seek�
ing to join the deposit insurance system, wanted to in�
crease its authorised capital by more than 20% of the
registered amount, had requested permission to ex�
pand the range of activities or was carrying out insol�
vency (bankruptcy) prevention measures under Article
4 of the Federal Law “On the Insolvency (Bankruptcy)
of Credit Institutions”.

Unscheduled inspections were also conducted to
verify credit institutions’ compliance with the Federal Law
“On Countering the Legalisation (Laundering) of Earnings
Obtained in an Illegal Way and the Financing of Terror�
ism”, Bank of Russia rules and regulations on cash oper�
ations, cash movement through customer accounts, cash
management and settlement and payment discipline in
credit institutions.

Credit institutions found to have violated federal laws
during inspections conducted by the Bank of Russia and
its regional branches were penalised and even had their
banking licences revoked.

To make inspections more effective, the Bank of Rus�
sia constantly monitored the quality of inspections of
credit institutions (their branches) held by its regional
branches. After analysing inspection materials, it sent
reports and recommendations to regional branches. In
the year under review, the Bank of Russia sent 254 re�
ports of this kind to its 59 regional branches.

In 2005, the Bank of Russia continued to organise
and co�ordinate supervision and inspection in the
Chechen Republic. It collected and analysed the state�
ments by credit institutions divisions. In the year under
review, the Bank of Russia examined documents relat�
ing to the opening of seven additional offices and cash
offices of the banks operating in the republic and held
on�site inspections.



68

BANK OF RUSSIA

III.7. Financial Rehabilitation and Liquidation of Credit Institutions

Performing the functions of the banking supervisory
authority, the Bank of Russia actively participates in the
financial rehabilitation of the banking system. Its major
objective in this field is to prevent bank bankruptcies. The
number of credit institutions meeting the criteria for the
implementation of insolvency (bankruptcy) prevention
measures declined from 16 as of January 1, 2005, to nine
as of January 1, 2006, which illustrates the effectiveness
of Bank of Russia measures in this field.

In 2005, credit institutions increasingly took action on
their own to eliminate problems that could lead to the
enforcement of the bankruptcy prevention measures
against them without waiting for the Bank of Russia to
order them to do so. The share of the total number of cred�
it institutions liable to actions required by Article 4 of the
Federal Law “On the Insolvency (Bankruptcy) of Credit
Institutions” expanded from 41% in 2004 to 45% in 2005.

In 2005, the Bank of Russia ordered 23 credit institu�
tions to rehabilitate themselves financially; 17 credit in�
stitutions were required to match their authorised capital
with own funds (capital).

In the year under review, the Bank of Russia moni�
tored 13 credit institutions to ensure that they carried out
their financial rehabilitation plans; 10 credit institutions
recovered.

To protect the interests of creditors (depositors) of
problem credit institutions, the Bank of Russia appointed
provisional administrations to run them.

In 2005, the Bank of Russia oversaw the activities of
49 provisional administrations of credit institutions. Over
that period, it terminated the activities of 41 provisional
administrations, 14 were dissolved as a result of an arbi�
tration court’s decision to liquidate the credit institutions
and appoint their liquidators and 27 provisional adminis�
trations were disbanded as a result of an arbitration court’s
decision to declare the credit institutions insolvent (bank�
rupt) and put them into the receivership. Representatives
of the Deposit Insurance Agency worked in 16 provisional
administrations of credit institutions last year.

In 2005, the Bank of Russia, guided by Article 74 of
the Federal Law “On the Central Bank of the Russian Fed�
eration (Bank of Russia)” and Articles 20 and 23 of the
Federal Law “On Banks and Banking Activities”, issued
orders to revoke banking licences from 40 credit institu�
tions, five credit institutions had their licences revoked.
Fourteen credit institutions had their licences revoked for
repeated violations within a year of the requirements set
in Articles 6 and 7 (except paragraph 3 of Article 7) of the
Federal Law “On Countering the Legalisation (Launder�
ing) of Earnings Obtained in an Illegal Way and the Financ�
ing of Terrorism” (two credit institutions were stripped of

their licences for this reason in 2004) and 10 credit insti�
tutions had their licences revoked for failing to fulfil cred�
itors’ claims on pecuniary obligations and (or) effect com�
pulsory payments (19 credit institutions in 2004).

The total value of creditors’ claims on 104 credit in�
stitutions liquidated and struck off the Unified State Reg�
ister of Legal Entities in 2005 stood at 86,199.9 million
rubles, of which claims to the amount of 16,105.7 million
rubles, or 18.7% of the total, were met. Of this amount,
10,484.5 million rubles, or 94.7%, were paid to creditors
of first priority.

As of January 1, 2006, 1,305 credit institutions had
their licences revoked and were liquidated (see Chart
3.6). The total value of creditors’ claims on these credit
institutions stood at 335,552.6 million rubles, of which
claims to the amount of 31,381.3 million rubles, or 9.4%
of the total claims, were met. 16,426.0 million rubles, or
77.1%, were paid to creditors of first priority.

Bankruptcy proceedings have been completed in 46
out of 51 credit institutions pronounced absent debtors
by arbitration courts and in which the liquidation proce�
dures were conducted by Bank of Russia employees
(these include 13 credit institutions against which bank�
ruptcy proceedings were completed in 2005). In most of
these credit institutions the liquidation procedures were
completed within a year.

A total of 154 credit institutions were not liquidated
even though decisions to liquidate 146 of them had been
taken. Most of the liquidated credit institutions (111) were
declared bankrupt by arbitration courts and bankruptcy
proceedings were initiated against them (these include 35
credit institutions declared bankrupt and subjected to
bankruptcy proceedings in 2005); arbitration courts ap�
pointed liquidators to 26 credit institutions (12 in 2005); in
three credit institutions liquidation proceedings are under
way following a decision by their members (founders) and
creditors to go bankrupt and wind up voluntarily (accord�
ing to the rules and standards that were in effect at that
time); six credit institutions are being liquidated by the de�
cision of their members (these include four credit institu�
tions that decided to close down in 2005).

As of January 1, 2006, the Deposit Insurance Agen�
cy, which is the receiver (liquidator) of credit institutions
that took household funds on deposit and in absent debtor
credit institutions, was appointed by the arbitration court
as the receiver (liquidator) of 46 credit institutions (in 45
of them in 2005), of which 38 credit institutions have been
declared bankrupt and subjected to bankruptcy proceed�
ings and eight are being forcibly liquidated.

The Federal Law “On the Insolvency (Bankruptcy) of
Credit Institutions” stipulates that the receivers accredit�
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Number of credit institutions (on accrual basis) stripped of banking licences
by Bank of Russia and number of liquidated credit institutions

CHART 3.6

ed with the Bank of Russia should be appointed as the
receivers of bankrupt credit institutions that had no Bank
of Russia licence to take household funds on deposit.

Twenty�seven receivers were accredited with the
Bank of Russia in 2005.

In addition, the Bank of Russia extended the terms
of the certificates of the receivers (liquidators) of credit
institutions against which the bankruptcy proceedings
were initiated before Federal Law of August 20, 2004,
No. 121�FZ “On Amending the Federal Law ‘On the Insol�
vency (Bankruptcy) of Credit Institutions’ and Invalidating
Some Laws and Provisions of Some Laws of the Russian
Federation” came into force. The terms of 117 receivers’
(liquidators’) certificates were extended in 2005.

The Bank of Russia conducted 14 inspections of the
receivers (liquidators) of credit institutions in 2005. After
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these inspections receivers (liquidators) were ordered to
eliminate the shortcomings discovered in their work. In�
formation about inspection results was sent to arbitration
courts, bank creditors committees, the Federal Registra�
tion Service and self�regulating receivers organisations
of which they are members.

Pursuant to the Federal Law “On Bank of Russia Pay�
ments on Household Deposits with Bankrupt Banks Un�
covered by the Deposit Insurance System”, the Bank of
Russia Board of Directors took the decision to pay com�
pensation to depositors of 18 bankrupt banks in 2005.
There were 25,773 depositors and the Bank of Russia paid
a total of 511.1 million rubles to them.

As of January 1, 2006, the Bank of Russia paid 484.3
million rubles to 21,950 depositors of these bankrupt
banks.
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III.8. Central Catalogue of Credit Histories

Federal Law of December 30, 2004, No. 218�FZ “On
Credit Histories” (hereinafter referred to as Federal Law
218�FZ), assigned to the Bank of Russia the function of
keeping the Central Catalogue of Credit Histories (CCCH).
Pursuant to this law, the Bank of Russia established in
2005 the CCCH for the purpose of collecting, storing and
providing to credit history makers and users information
on the credit bureau, in which credit histories are kept,
and storing the databases of liquidated (reorganised or
struck off the state register) credit bureaux.

To specify the powers of the Bank of Russia in re�
spect to keeping the CCCH and ensuring additional pro�
tection of information, the Russian Parliament passed
Federal Law of July 21, 2005, No. 110�FZ “On Amending
the Federal Law ‘On Credit Histories’”, which was draft�
ed taking into account Bank of Russia proposals. This law:

— provided the legislative framework for co�operation
between the CCCH and credit history persons and
users, maintained electronically through the CCCH
automated system, and for the powers of the Bank of
Russia to establish the formats of requests made by
credit history makers and users to the CCCH and the
formats of CCCH replies;

— introduced in Federal Law No. 218�FZ the code (ad�
ditional code) of a credit history person;

— provided for the establishment by the Bank of Russia
of the procedure for creating, replacing and cancel�
ling the credit history persons’ codes and additional
codes;

— provided for the use of different ways of making in�
quiries by credit history persons and users to the
CCCH without using the credit history person’s code.
In 2005, the Bank of Russia also took part in drafting

proposals and formulating its position on some laws and
amendments to them for the purpose of amending Fed�
eral Law No. 218�FZ, particularly in respect to the duty of
a credit history source to request permission from the
credit history person to pass information from the credit
history to the credit bureau.

Pursuant to Federal Law No. 218�FZ, the Bank of
Russia created the necessary regulatory framework for
the functioning of the CCCH.

Bank of Russia Ordinance of August 31, 2005,
No. 1610�U “On the Procedure for Requesting and Re�
ceiving Information from the Central Catalogue of Credit
Histories by Credit History Persons and Users through the
Bank of Russia’s Web Site”, established the procedure
for requesting information by credit history persons and
users directly from the CCCH about the credit bureaux
where the credit histories are kept and receiving this in�

formation from the CCCH and the procedure for chang�
ing and cancelling a credit history person’s code and as�
signing an additional code to a credit history person. The
document contains a list of the key particulars a credit
history maker should indicate in his request to replace or
cancel his code or assign a code or an additional code to
him and the forms of CCCH letters in response to these
requests.

The Bank of Russia issued Ordinance of August 31,
2005, No. 1611�U “On the Procedure and Forms of Pre�
senting to Credit Bureaux Information Contained in Credit
History Titles and Credit History Person Codes to the Cen�
tral Catalogue of Credit Histories”, which also established
the procedures for using cryptographic protection in ex�
changes of electronic messages between the Bank of
Russia and credit bureaux and the procedure for ensur�
ing information security when using the cryptographic
protection.

The Bank of Russia also issued Ordinance of August
31, 2005, No. 1612�U “On the Procedure for Requesting
and Receiving Information from the Central Catalogue of
Credit Histories by Credit History Persons and Users by
Making a Requests to a Credit Institution” and Ordinance
of November 29, 2005, No. 1635�U “On the Procedure
for Making Requests and Receiving Information from the
Central Catalogue of Credit Histories by a Credit History
Person and User by Making a Request to a Credit History
Bureau”.

To keep credit institutions, credit bureaux and house�
holds informed and to facilitate the filing of inquiries by
credit history persons and users to the CCCH, the Bank
of Russia opened a CCCH section on its web site. It has
inquiry forms which credit history persons and users who
have a code or additional code can ask the CCCH for in�
formation about credit histories, change or cancel the
credit history person code or establish an additional code.
The CCCH section also provides the rules and regulations,
technical characteristics of the forms of inquiry to the
CCCH and other information.

To facilitate the electronic exchange between the
CCCH and credit bureaux, credit institutions and credit
history persons and users, the Bank of Russia developed
and put in operation in 2005 the CCCH Automated Sys�
tem (CCCHAS), which made it possible to optimise the
cost of collecting credit histories and receiving credit re�
ports in the course of fulfilling their functions established
by Federal Law 218�FZ. While preparing for the process�
ing of credit history titles, the Bank of Russia tested the
CCCHAS sub�system developed for exchange with credit
bureaux.
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III.9. Countering the Legalisation (Laundering) of Earnings Obtained
in an Illegal Way and the Financing of Terrorism

74 Bank of Russia Letter of January 21, 2005, No. 12�T “Methodological Recommendations on Tightening Control over the Purchase
of Securities by Private Individuals for Cash and Purchase and Sale of Foreign Exchange”; Bank of Russia Letter of January 26, 2005,
No. 17�T “On Tightening Control over Cash Operations”; Bank of Russia Letter of December 26, 2005, No. 161�T “On Stepping up
Activity in Preventing Credit Institutions from Conducting Suspicious Operations”.
75 Bank of Russia Letter of July 13, 2005, No. 99�T “On Methodological Recommendations on Setting Internal Control Rules by Credit
Institutions for the Purpose of Countering the Legalisation (Laundering) of Earnings Obtained in an Illegal Way and the Financing of
Terrorism”.
76 Bank of Russia Letter of July 13, 2005, No. 97�T “On Methodological Recommendations the Suspension by Credit Institutions of
Some Types of Cash Operations”.
77 This Agreement was signed on May 17, 2004.
78 Bank of Russia Letter of April 6, 2005, No. 56�T “On Methodological Recommendations for Conducting Inspections of Credit Insti�
tutions to Verify Compliance with Federal Laws and Bank of Russia Regulations on Countering the Legalisation (Laundering) of Earn�
ings Obtained in an Illegal Way and the Financing of Terrorism”.
79 Bank of Russia Letter of July 13, 2005, No. 98�T “On Methodological Recommendations on the Application of Bank of Russia In�
struction of March 31, 1997, No. 59 ‘On the Use of Sanctions against Credit Institutions for Violation of Laws and Regulations on
Countering the Legalisation (Laundering) of Earnings Obtained in an Illegal Way and the Financing of Terrorism’”.

In 2005, the Bank of Russia conducted substantial
work to improve the methodology for countering money
laundering and the financing of terrorism (AML/FT) by
credit institutions and Bank of Russia regional branches,
as well as to create conditions conducive to the effective
implementation by credit institutions of AML/FT legisla�
tion.

The constant monitoring and analysis of credit insti�
tutions’ statements and supervisory practices allowed the
Bank of Russia to categorise the main types and signs of
suspicious operations conducted by bank customers.
Using the results of this work and seeking to prevent credit
institutions from becoming involved in illegal activities and
creating situations endangering the legitimate interests
of depositors and creditors, the Bank of Russia issued
letters in 2005 recommending credit institutions to tight�
en control over operations that might be connected with
money laundering74.

To upgrade internal controls in credit institutions, tak�
ing into account the experience gained and international
standards, the Bank of Russia issued new methodologi�
cal recommendations on the elaboration by credit insti�
tutions of internal control rules relating to AML/FT75.

To provide methodological support to credit institu�
tions, the Bank of Russia issued recommendations on the
procedure for suspending and calculating suspension
periods for individual types of cash operations76 and two
letters clarifying various aspects of the practical applica�
tion of AML/FT laws.

While implementing the Agreement on Information
Co�operation between the Central Bank of the Russian
Federation and the Federal Financial Monitoring Service,
carried out pursuant to the Federal Law “On Countering
the Legalisation (Laundering) of Earnings Obtained in an
Illegal Way and the Financing of Terrorism”77, the Bank of
Russia began to receive information in 2005 on the com�
pliance by credit institutions with the requirements of this

Law (hereinafter referred to as Federal Law No. 115�FZ).
This information was widely used by the Bank of Russia
for supervisory purposes.

Exercising the powers assigned to it by law to verify
credit institutions’ compliance with the requirements of
Federal Law No. 115�FZ, the Bank of Russia inspected
797 credit institutions and/or their branches in the course
of banking regulation and supervision78 in 2005. The in�
spections focused on assessing the effectiveness of in�
ternal controls, including the quality and extent of the
identification of customers and beneficiaries, the evalu�
ation of the risk of customer involvement in money laun�
dering, the consistency of the measures taken by a cred�
it institution to detect suspicious operations conducted
by its customers and the adequacy of the internal control
rules to the specific activities of a credit institution.

The most typical drawbacks detected by inspections
were: non�compliance with the requirements of Federal
Law No. 115�FZ and Bank of Russia regulations regard�
ing customer and beneficiary identification; collecting and
documenting data on operations with money and other
property subject to mandatory control and transactions
which a credit institution has reason to suspect of being
conducted for the purpose of money laundering and ter�
rorist financing; and a failure to present this information
to the authorised agency in time.

In taking decisions on using sanctions against credit
institutions, the Bank of Russia made sure that the penalty
was commensurate with the real level of the risk created
by the shortcomings or violations of the AML/FT legisla�
tion committed by banks79. Implementing this policy, the
Bank of Russia assessed the overall effect of the violations
discovered by inspection and used corrective measures:
informal measures, such as informing the management of
credit institutions about the shortcomings detected in their
work, and formal measures, such as ordering the credit
institutions to rectify the faults discovered by inspectors,
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suspending or prohibiting individual banking operations,
imposing fines and revoking banking licences.

The effect of AML/FT measures depends to a great
extent on the qualifications of specialists in Bank of Russia
regional branches and credit institutions. Under the Voca�
tional Training Catalogue of Bank of Russia Staff, imple�
mented in collaboration with specialists of the Ministry of
the Interior and Federal Financial Monitoring Service,
12 seminars were held in 2005, which were attended by
more than 540 managers and specialists with Bank of Rus�
sia regional branches. In October 2005, the Bank of Rus�
sia organised and held in collaboration with Russian bank�
ing associations and Deutsche Bank a conference on cru�
cial issues and international standards related to AML/FT.

The measures taken in this field raised the banking
community’s awareness of the importance of AML/FT.
Customer relations were improved, the quality and com�
pleteness of information were increased. According to
available data, the Federal Financial Monitoring Service
received in 2005 over 3 million reports on operations sub�
ject to mandatory verification and suspicious operations
(1.7 million reports were received in 2004). About half of
these reported suspicious operations conducted by cus�
tomers. In addition, the share of communications that
failed to pass the Federal Financial Monitoring Service’s
access control system because of message format er�
rors made by credit institutions contracted by more than
a half (from 10% in 2004 to 4.9% in 2005).



73

BANKING REGULATION AND SUPERVISION IN RUSSIA

III.10. Co�operation with the Russian Banking Community

The Bank of Russia worked proactively with the bank�
ing community last year to draft rules and instructions on
banking regulation and supervision.

The Bank of Russia put on its web site for discussion
with the banking community the Draft Ordinance “On the
Reduction of a Bank’s Credit Risk for Economically Con�
nected Borrowers” and the Draft Instruction “On Setting
Limits on Open Currency Positions, the Methods of Cal�
culating them and the Specifics of Supervision of their Ob�
servance by Credit Institutions”. The Bank of Russia took
into account the criticism and proposals sent to the Bank
of Russia by the banking community, including the Asso�
ciation of Russian Banks and the Association of Regional
Banks of Russia, when finalising these two documents.

In addition, the Bank of Russia held consultations with
the Russian banking community on a number of issues
relating to the improvement of risk management, such as:

— the regulation of credit institutions’ operations with
American Depositary Receipts;

— loss provisioning with due account of collateral;
— techniques of creating portfolios of homogeneous

claims;
— problems of determining liquid assets;
— calculation of required ratios;
— improving market�risk regulation.

The Bank of Russia put the draft of its Letter “On the
Contemporary Standards of Corporate Governance in
Credit Institutions” on its official web site for public de�
bate. Comments and proposals made by credit institu�
tions and banking associations when the draft was being
discussed were also placed on the Bank of Russia official
web site.

In addition, the Bank of Russia considered proposals
made by the Association of Russian Banks to amend the

Federal Law “On Advertising” with a view to regulate the
contents of banking service advertisements. The Bank of
Russia proposed establishing a requirement that an ad�
vertisement containing information on the terms and con�
ditions of an agreement should not omit mention of any
substantial term or condition of this agreement.

The Bank of Russia also considered the comments
and proposals made by the Association of North�West�
ern Banks on the draft Federal Law “On Consumer Cred�
it”, which pointed to the need to rethink the concept of
the law and include in it the provision to the effect that
banks must inform their customers about additional ex�
penses that may be involved in a loan.

The Bank of Russia organised and hosted the 14th

International Banking Congress, which took place in
St Petersburg on June 1 to 4, 2005, under the title
“Banks. Regulation. Economics”. Representatives of
Russian and foreign political and business circles, in�
ternational organisations, foreign central (national)
banks and supervisory authorities and the banking
community attended.

The Congress discussed current trends in banking
sector development, such as the increased functional role
of the banking sector in economic development, the gov�
ernment policy of strengthening the banking sector, the
establishment of the deposit insurance system, key prob�
lems of banking regulation in Russia, international expe�
rience in upgrading the banking sector’s infrastructure
and prospects for emulating this experience in Russia,
the economic and legal aspects of relations between the
Bank of Russia and credit institutions and interaction of
science and banking. After the discussion, the Congress
adopted recommendations on the development of Rus�
sia’s banking system.
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III.11. Cooperation with International Financial Organisations
and Foreign Central Banks and Regulatory Authorities

in the Field of Banking Supervision

80 The Bank of Russia implemented this project from 2003 to 2005.

Bank of Russia representatives participated in work�
ing meetings, consultations and the drafting of docu�
ments and comments within the framework of the Inter�
national Monetary Fund (IMF) mission of experts in the
Bank of Russia. These documents and comments dealt
with, among other things, capital adequacy, stress test�
ing and the updating of the Financial Sector Assessment
Programme.

The Bank of Russia co�operated with IMF technical
assistance advisors, who gave advice on the internation�
al expertise in banking and banking supervision.

Within the framework of the IMF Coordinated Com�
pilation Exercise for Financial Soundness Indicators, Bank
of Russia employees participated in a regional meeting
of FSI coordinators and compilers, held in Vienna on May
9 to 13, 2005, which discussed both common and coun�
try�specific problems involved in compiling metadata.

The Bank of Russia cooperated with the World Bank
in implementing the Financial Institution Development
Project, which was completed on December 31, 2005.

The Bank of Russia provided organisational support
to the International Finance Corporation (IFC), which
is a part of the World Bank Group, in holding seminars for
bankers in the Siberian, Ural, Central, Southern, Volga
and Far Eastern Federal Districts, organised by the IFC
under the project “Corporate Governance in the Russian
Banking Sector”.

Bank of Russia representatives contributed to the
activities (making proposals and comments on draft doc�
uments, providing information and participating in ses�
sions) of the Basel Committee’s working groups (Core
Principles Liaison Group and Working Group on Capital)
and its regional groups (Group of Banking Supervisors
from Central and Eastern Europe and Transcaucasia,
Central Asia and Russian Federation Regional Group for
Banking Supervision) and also the Working Group of Su�
pervisory Authorities Heads for Basel Committee on Bank�
ing Supervision and Supervisory Board of FSI Connect.

During the year Bank of Russia representatives at�
tended the seminars on banking supervision held by the
Financial Stability Institute of the Bank for Internation�
al Settlements and Basel Committee on Banking Super�
vision.

Andrei Kozlov, Bank of Russia First Deputy Chairman,
participated in the Bank for International Settlements
Governors Meeting on the banking systems in countries
with transitional economies.

The Bank of Russia optimised and upgraded pruden�
tial reporting practices within the framework of EU/TACIS

Banking Supervision and Reporting Project, implement�
ed by the European Union to improve banking supervi�
sion and establish a system of prudential reporting based
on the IFRS and to incorporate international best prac�
tice80. While implementing the Project, the Bank of Rus�
sia proposed a new architecture of prudential reporting
in compliance with risk�based banking supervision and
international best practice and designed to make the cur�
rent reporting forms more informative and helpful for su�
pervisors, as well as to update the content and proce�
dure for compiling and presenting them.

Bank of Russia representatives participated in the
101st meeting of the Financial Market Committee of the
Organisation for Economic Cooperation and Devel�
opment (OECD), which discussed financial policy, finan�
cial regulation and economic growth and the Basel Com�
mittee’s draft consultative document “Enhancing Corpo�
rate Governance for Banking Organisations”.

Cooperation with foreign supervisory authorities
In 2005, the Bank of Russia made vigorous efforts to

draft, deliver and agree the texts of agreements on co�
operation (memorandums of understanding) in the field
of banking supervision with 21 foreign supervisory author�
ities.

The Bank of Russia took part in a meeting of supervi�
sors of the 12�nation European Economic Area, held in
Helsinki on October 20 and 21, 2005, which discussed
the legal aspects of cooperation in banking supervision,
including information exchange and on�site inspections.

As a result of work completed in 2005, the Bank of
Russia signed new agreements on cooperation and mem�
orandums of understanding in banking supervision with
the following banks and supervisory authorities:

— National Bank of the Republic of Belarus (October 7,
2005);

— Bank of Lithuania (October 24, 2005)
— China Banking Regulatory Commission (November 3,

2005).
In addition, the Bank of Russia conducted negotia�

tions on cooperation in banking supervision with a num�
ber of countries, including OECD members in 2005.

The Bank of Russia also cooperated with foreign cen�
tral banks and supervisory authorities in personnel train�
ing. Within the EU/TACIS project “Central Bank Training —
III”, which was completed in October 2005, the Bank of
Russia cooperated:

— with the Institute of Certified Accountants of Ireland
(Dublin, April);
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— with the Bank of Finland on assessing risk manage�
ment and internal controls and their adequacy to the
nature and scale of the activities of credit institutions
and banking groups (Finland, June) and financial
stability analysis in the Bank of Finland (Finland, Au�
gust).
The Bank of Russia continued to participate in the

work of the Sub�group of Banks/Financial Services of
the Russian�German Intergovernmental Working
Group on the Strategy of Economic and Financial Co�
operation.

In January 2005, it organised and held a meeting on
the financing of small and medium�sized enterprises in
the German Ministry of Finance in Berlin.

In addition, the Bank of Russia organised and hosted
a meeting of a subgroup on venture capital in its St Pe�
tersburg branch in November 2005.

It took part in training programmes on the supervi�
sion of problem banks and internet banking, organised
by the Financial Services Volunteer Corps (FSVC) in
conjunction with the US Office of the Comptroller of the
Currency (in July and September 2005 respectively) and
in the international seminar “Financial Stability: the Role
for Central Banks” for members of the Central Asia,
Black Sea and Balkan Central Banks Club, held in Tula
on December 13 and 14, 2005.

Pursuant to paragraphs 52 and 53 of the agreements
on the creation of a Single Economic Space (SES), the
Bank of Russia and the Deposit Insurance Agency and
experts from Belarus, Kazakhstan and Russia continued
to draft agreements on the harmonisation of their depos�
it insurance systems and banking laws in accordance with
the Basel principles (July 5 to 8, 2005, and December 15
and 16, 2005, Moscow).

Within the framework of the Eurasian Economic
Community (EurAsEC), the Bank of Russia took part in
the following meetings of the Central (National) Bank Gov�
ernors Council of the EurAsEC Treaty:

— the 12th meeting of the Central (National) Bank Gov�
ernors Council on upgrading credit institutions’ re�
porting forms used for supervision and on the proce�
dure for supervising banking groups on a consolidat�
ed basis, held in Moscow;

— the 13th meeting of the Central (National) Bank Gov�
ernors Council on a draft procedure for supervising
banking groups on a consolidated basis and on the
upgrading of credit institutions’ reporting forms used
for supervision, held in Almaty, Kazakhstan.
Bank of Russia representatives participated in an in�

ternational seminar on urgent problems of banking su�
pervision, organised for the EurAsEC central (national)
banks and held in Tula on September 26 to 30, 2005.

Within the framework of the Interbank Currency
Council of the Central Bank of the Russian Federa�
tion and National Bank of Belarus, Bank of Russia rep�
resentatives helped prepare materials and attended the
following meetings of the Interbank Currency Council:

— the 20th meeting on progress in establishing common
principles of conducting banking operations and ac�
counting and reporting in the Russian and Belarus
banking systems, compatible with international finan�
cial reporting standards, held in Grodno;

— the 21st meeting on signs of financial instability in the
Belarusian banking system, which can indicate an
imminent systemic banking crisis in Belarus, held in
Astrakhan;

— the 22nd meeting on progress in bringing national
banking supervision practices into conformity with the
recommendations of the Basel Committee on Bank�
ing Supervision.
The Bank of Russia organised meetings with repre�

sentatives of foreign financial institutions — Merrill
Lynch, Barclays Capital, HSBC and Deutsche Bank —
to discuss the international practice of including subor�
dinated financial instruments in the capital calculation and
the possibility of using such instruments by Russian credit
institutions. The international practices discussed during
these meetings were taken into account in drafting
amendments to the Federal Law “On the Insolvency
(Bankruptcy) of Credit Institutions” and the Federal Law
“On the Central Bank of the Russian Federation (Bank of
Russia)”. These amendments are designed to create a
legal framework for the further conversion of the Russian
practice of including subordinated loans in the own funds
(capital) calculation to internationally accepted banking
capital calculation standards.
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III.12. Outlook for Banking Regulation and Supervision in Russia

In 2006, the Bank of Russia will take practical steps
to accomplish the tasks set in the Russian Banking Sec�
tor Development Strategy until 2008, to increase the
banking sector stability and protect the interests of cred�
itors and depositors.

This work will be carried out in the following areas.

Decision�making in respect
to the state registration of credit institutions
and licensing of banking activities

In 2006, the Bank of Russia will continue to propose
amendments to banking legislation to create equal noti�
fication conditions for residents and non�residents (more
than 1% of authorised capital) and obtaining Bank of Rus�
sia prior permission (more than 10% of authorised capi�
tal) for the acquisition of shares (stakes) in credit institu�
tions. This standard will help the Bank of Russia tighten
control over the quality of bank capital formation, the fi�
nancial standing of investors and the transparency of the
ownership structure of credit institutions.

While implementing the Strategy, the Bank of Russia
will continue to refine the draft law amending the Federal
Laws “On Banks and Banking Activities” and “On the Cen�
tral Bank of the Russian Federation (Bank of Russia)” with
a view to specify the requirements for executives and
members of the board of directors (supervisory board)
and grant the Bank of Russia the power to set criteria of
their business reputation. Specifically, the draft law pro�
vides for:

— the right of the Bank of Russia to establish additional
fitness and propriety requirements of persons hold�
ing executive positions and members of the board of
directors (supervisory board) (they must have a high�
er education and a good track record in executive
positions) and the right to set criteria for their busi�
ness reputation. These requirements conform with
international standards and were recommended by
IMF and World Bank experts in 2003 when the Finan�
cial Sector Assessment Programme (FSAP) for Rus�
sia was implemented (Article 16 of the Federal Law
“On Banks and Banking Activities” and Article 60 of
the Federal Law “On the Central Bank of the Russian
Federation (Bank of Russia)”;

— precluding individuals found to have caused the bank�
ruptcy of a credit institution in which they held a large
block of shares (a stake of more than 10%) becoming
members of the board of directors (supervisory board)
or taking up an executive position (Article 16 of the Fed�
eral Law “On Banks and Banking Activities”);

— establishing the procedure for obtaining prior approv�
al of the candidates for the membership of the board

of directors (supervisory board) (Article 11.1 and Ar�
ticle 14 of the Federal Law “On Banks and Banking
Activities”);

— compliance with fitness and propriety requirements
by candidates to executive positions and members
of the board of directors (supervisory board) of a
credit institution during their entire term of office in
accordance with the international practice of bank�
ing supervision and Principle 3 of the Basel Commit�
tee’s Core Principles for Effective Banking Supervi�
sion (Article 11.1 of the Federal Law “On Banks and
Banking Activities”);

— the right of the Bank of Russia to refuse permission
for the acquisition of more than 10% of shares
(stakes) in a credit institution if the acquirer does not
meet fitness and propriety requirements (Article 11
of the Federal Law “On Banks and Banking Activities”
and Article 61 of the Federal Law “On the Central Bank
of the Russian Federation (Bank of Russia)”;

— broadening the powers of the Bank of Russia to re�
ceive information on the financial position and busi�
ness reputation of the acquirers of shares (stakes)
and founders (members) (Article 61 of the Federal
Law “On the Central Bank of the Russian Federation
(Bank of Russia)”;

— criteria for identifying the real owners of credit insti�
tutions and the procedure for disclosing information
about them.
Amendments are to be made in banking legislation in

2006:
— to improve procedures for reorganising credit insti�

tutions by merger, acquisition or reorganisation. The
draft federal law amending the Federal Law “On
Banks and Banking Activities” aims to create legal
conditions for simplifying bank reorganisation proce�
dures and increasing the protection of the interests
of creditors of reorganised credit institutions. The
principal measures to be implemented for this pur�
pose are:

— to simplify the procedure for notifying the creditors
of a reorganised credit institution. The credit institu�
tion is no longer required to notify each creditor in
writing. The creditor notification procedure is estab�
lished by the board of directors of the reorganised
credit institution;

— to ensure transparency of the reorganisation proce�
dure, a credit institution must disclose information
about significant facts (events or actions) affecting
its financial and economic activities from the day the
decision to reorganise is taken to the end of the reor�
ganisation by publishing this information in a period�
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ical. A list of these facts (events or actions) is to be
established by law;

— to ensure that the acquiring credit institution or the
credit institution established as a result of a merger
or reorganisation retains its liquidity and solvency, it
shall be stipulated by law that only individual credi�
tors will have the right to demand an early fulfilment
of pecuniary obligations, if these obligations arose
before the credit institution announced the reorgan�
isation date. Corporate creditors’ claims for an early
fulfilment of obligations should only be met if this is
stipulated by the term and conditions of an agree�
ment;

— to establish the minimum own funds (capital) of an
operating bank at the ruble equivalent of 5 million eu�
ros.
A minimum authorised capital is to be established for

new credit institutions and own funds (capital) for banks
applying for a general licence.

In addition, pursuant to paragraph 40 of the Strate�
gy, the capital of operating credit institutions is to be at
least 5 million euros in ruble terms as of January 1, 2007.
Banks that have a smaller capital by this date will be able
to remain in operation if their own funds (capital) do not
decrease below the level reached at the said date (the
“grandfather clause”)81.

These requirements will create favourable conditions
for the further development of the banking system, in�
cluding regional banks, and make it possible to set tar�
gets for the capitalisation of banks, which is a major fac�
tor in banking sector development and stability.

Pursuant to Article 35 of the Federal Law “On Banks
and Banking Activities” and realising the need to over�
haul (in connection with the coming into force of Federal
Law No. 173�FZ “On Foreign Exchange Regulation and
Control”) the procedure for issuing permits to credit in�
stitutions to participate in non�resident capital, estab�
lished by Bank of Russia Regulation of April 29, 1998,
No. 27�P “On the Procedure for Granting Permits by the
Central Bank of the Russian Federation to Banks to Par�
ticipate in the Authorised Capital of Credit Institutions
Abroad”, the Bank of Russia is to establish a procedure
for granting permits to credit institutions to open subsid�
iaries in other countries and to acquire the status of the
parent company with regard to non�resident corporate
entities.

As interest in operations with shares issued by Rus�
sian credit institutions on organised markets and (or) by
public offering is growing and financial derivatives (de�

positary receipts) programmes of Russian issuers, includ�
ing banks, are expanding, the Bank of Russia understands
that bank share placement and circulation procedures
need to be eased. This would help increase the capitali�
sation of credit institutions and the banking sector as a
whole. The Bank of Russia’s efforts aim to cut the costs
involved in fulfilling of the duties established by the regu�
lator without abandoning the principle of materiality in
controlling the quality of banks’ capital, the financial po�
sition of investors and the transparency of a bank’s own�
ership structure.

To establish the procedure and criteria for assessing
the persons appointed to executive positions in a credit
institution or its branch and elected to the board of direc�
tors (supervisory board) of a credit institution to make sure
that they meet fitness and propriety requirements set by
the Federal Law “On Banks and Banking Activities”, the
Bank of Russia will continue work in 2006 on the draft
Ordinance “On the Fitness and Propriety Requirements
Established by the Bank of Russia for Candidates to Ex�
ecutive Positions in a Credit Institution or its Branch and
Persons Elected to the Board of Directors (Supervisory
Board) of a Credit Institution”. For the same purpose it
will continue work on the draft Letter “On the Procedure
for Assessing by Bank of Russia Regional Branches the
Business Reputation of Candidates to Executive Positions
in a Credit Institution or its Branch and Persons Elected
to the Board of Directors (Supervisory Board) of a Credit
Institution”.

Banking regulation and off�site supervision
The activities of the Bank of Russia in off�site bank�

ing supervision in 2006 will aim to develop risk�based
supervision of credit institutions by upgrading the bank�
ing regulation system and the methods for assessing the
financial soundness of credit institutions, improving the
quality of analysis and the promptness of supervisory re�
sponse. It will also seek to introduce into supervisory prac�
tice the “know�the�bank�and�its�customers” principle,
develop the early warning system designed to detect
banks’ problems at the early stages and to make addi�
tional demands on the quality of the intrabank risk man�
agement and internal controls.

The Bank of Russia will continue to pursue measures
designed to promote the substantive approach to super�
vision and increase the accuracy of assessing the finan�
cial standing of credit institutions. To create more favour�
able conditions for substantive supervision, legislative
amendments should be made, establishing the powers

81 Under Federal Law of May 3, 2006, No. 60�FZ “On Amending the Federal Law ‘On Banks and Banking Activities’” and the Federal
Law “On the Central Bank of the Russian Federation (Bank of Russia)”:

— the minimum authorised capital for a newly registered bank is established at the ruble equivalent of 5 million euros and the
minimum authorised capital for a newly registered non�bank credit institution is set at the ruble equivalent of 500,000 euros;

— a general licence for banking operations may be granted to a credit institution with own funds (capital) of no less than the ruble
equivalent of 5 million euros;

— own funds (capital) of a non�bank credit institution seeking the status of a bank should be no less than the ruble equivalent of
5 million euros;

— the minimum own funds (capital) for a bank are set at the ruble equivalent of 5 million euros. A bank that has own funds (capital)
of less than the ruble equivalent of 5 million euros as of January 1, 2007, will be able to continue operations provided that its
own funds (capital) do not decrease from the level reached at January 1, 2007.
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of the Bank of Russia in using professional judgement in
supervisory practice.

In collaboration with the Ministry of Finance, the Bank
of Russia is to complete the drafting of amendments to
the laws “On Banks and Banking Activities” and “On the
Central Bank of the Russian Federation (Bank of Russia)”,
legitimising the main aspects of consolidated supervision.

There are plans to improve the methodologies for
assessing the financial soundness of credit institutions
and differentiate the supervisory regimes, depending on
the financial condition of credit institutions, their manage�
ment and the transparency of their ownership structure.
For this purpose, the Bank of Russia is to complete the
drafting of the Regulation “On the Assessment of Finan�
cial Soundness of a Credit Institution”, based on the stan�
dards which are now used in establishing banks’ compli�
ance with the deposit insurance system access require�
ments by pronouncing a professional judgement in as�
sessing a credit institution’s risks. The new financial
soundness assessment system is designed to eliminate
substantial differences in financial soundness evaluation
practices for banking supervision purposes and for es�
tablishing whether a bank is financially stable to partici�
pate in the deposit insurance system.

To this end, the Bank of Russia has drafted the Regu�
lation “On the Regimes of Supervision of Credit Institu�
tions”, which stipulates that the supervisory tactic with re�
gard to a credit institution should depend on the assess�
ment of its financial soundness and supervisory decision�
making should rest upon the professional judgement.

In 2006, the Bank of Russia will continue to upgrade
its methodologies for assessing the financial stability of
the banking sector as a whole and the soundness of indi�
vidual credit institutions, including stress�testing meth�
odology. It will establish a financial stability monitoring
system, which in addition to the liquidity, non�financial
corporation credit risk and consumer lending risk moni�
toring subsystems already in operation, will be supple�
mented with market risk and capital adequacy monitor�
ing subsystems. The Bank of Russia will continue to up�
grade the current non�financial corporation monitoring
system with the aim of adding an element to the early
warning system that will alert supervisors about the risks
connected with the deterioration of the financial condi�
tion of non�financial corporations.

The Bank of Russia will continue to calculate in 2006
financial soundness indicators (FSIs) within the frame�
work of the IMF Coordinated Compilation Exercise for Fi�
nancial Soundness Indicators. The final version of meta�
data and FSIs calculated as of December 31, 2005, will
be available on the IMF web site. The number of FSIs will
be increased as other agencies become involved in the
project. The Russian banking sector’s macroprudential
indicators published by the Bank of Russia will also be
harmonised with internationally accepted standards.

To improve banking legislation, the Bank of Russia
will participate in drafting amendments to the Federal Law
“On the Central Bank of the Russian Federation (Bank of
Russia)”, designed to improve the regulation of risks as�

sumed by credit institutions when conducting credit op�
erations and transactions with a group of economically
related borrowers and borrowers connected with the
credit institution.

Taking into consideration the banking community’s
proposals and criticism, the Bank of Russia will continue
work on amendments to its Instruction of January 16,
2004, No. 110�I “On Banks’ Prudential Ratios”, setting a
limit (N6.1 ratio) on maximum credit risk per group of eco�
nomically connected borrowers.

To improve the methodologies used by credit institu�
tions while conducting operations as well as banking reg�
ulation and supervision, the Bank of Russia will continue
to draft proposals in 2006 on revising the principles of
regulating liquidity risk taking into account the results of
EU/TACIS Project “Banking Supervision and Reporting”.

It plans to issue an instruction on banking operations
and transactions conducted by settlement non�bank
credit institutions, on the prudential ratios for settlement
non�bank credit institutions and the specifics of the Bank
of Russia oversight in this area, to replace Bank of Russia
Regulation of September 8, 1997, No. 516 “On the Pru�
dential Regulation of Non�Bank Credit Institutions Con�
ducting Settlement Operations and Collection Organisa�
tions”. The instruction will list the operations and trans�
actions non�bank credit institutions may and may not con�
duct. It will also list the financial instruments in which set�
tlement non�bank credit institutions can invest their spare
funds and will grant to settlement non�bank credit insti�
tutions the right to extend credit to settling participants
on their own behalf and at their own expense within the
limits of a liquidity fund. In addition, the document will
optimise the list and methods for calculating the pruden�
tial ratios for settlement non�bank credit institutions.

To improve the methodology for making by credit in�
stitutions loan loss provisions and provisions for loan
debts and similar debts, the Bank of Russia, taking into
account the experience gained in using this methodolo�
gy, will amend Regulation No. 254�P to revise the types
of collateral, cancel the collateral insurance requirement
and review the loan portfolio provisioning methodology
in the context of IAS 39.

The Bank of Russia will issue recommendations on
some aspects of loan quality evaluation, which take into
account the supervisory experience of Bank of Russia
regional branches.

It will continue to phase in the Basel Committee’s New
Capital Accord (Basel II). Specifically, the Bank of Russia
will amend Instruction No. 110�I to revise the capital ad�
equacy ratio calculation (N1 ratio) procedure in the con�
text of its plans to introduce a Simplified Standardised
Approach.

The Bank of Russia will complete the drafting of
amendments to the Federal Laws “On Insolvency (Bank�
ruptcy) of Credit Institutions” and “On the Central Bank
of the Russian Federation (Bank of Russia)”, which will
create legal conditions conducive to the further conver�
sion of Russian own funds (capital) calculation rules to
internationally accepted standards.
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There are plans to draft recommendations on inter�
est risk management in credit institutions, setting the prin�
ciples and methods for managing and calculating inter�
est rate risk in respect to financial instruments that are
susceptible to changes in interest rates and not included
in a credit institution’s trade portfolio.

The Bank of Russia also plans to issue the following
recommendations:

— on the assessment by Bank of Russia regional
branches of the quality of corporate governance in
credit institutions and the state of internal controls in
credit institutions and banking groups;

— on the self�assessment by credit institutions of the
quality of corporate governance and the state of le�
gal and reputation risk management;

— on the management of risks associated with internet
banking;

— on the assessment of information technologies used
by credit institutions;

— on Bank of Russia regional branches’ monitoring of
the contents of credit institutions’ web sites to de�
tect information indicating that a credit institution is
involved in illegal activities or activities endangering
the legitimate interests of its creditors and deposi�
tors and banking sector stability and on the prompt
supervisory response to such actions.
The Bank of Russia is continuing to work on the con�

cept of a law that will grant it the right to supervise corpo�
rate entities providing services to credit institutions relat�
ing to banking operations and other transactions via tele�
communications systems and the internet and computer
service providers of credit institutions.

The Bank of Russia is to participate in drafting a law
to amend Article 5 of the Federal Law “On Banks and
Banking Activities” for the purpose of legitimising the es�
tablishment of general bank management funds (OFBUs).
The amendments will enable credit institutions to set up
OFBUs, which they now manage in accordance with
Bank of Russia Instruction of July 2, 1997, No. 63 “On
the Procedure for Conducting Trust Management Op�
erations and their Accounting by Russian Credit In�
stitutions” and establish the regulatory powers of the
Bank in respect to the OFBUs. The draft law will also
establish some terms and conditions of an OFBU trust
management agreement, including its time frames, the
liability of a trustee and risks associated with the deval�
uation of property put in trust.

The Bank of Russia is to participate in drafting laws
designed to encourage the securitisation of bank assets.

Amendments are to be made to the laws “On Banks
and Banking Activities” and “On the Central Bank of the
Russian Federation (Bank of Russia)” to increase the role
and responsibility of the board of directors (supervisory
board) of a credit institution. They will also detail the mat�
ters within its exclusive competence and include in the
charters of credit institutions requirements for the make�
up of the board of directors, such as the requirement to
have a number of independent (non�executive) directors
on the board.

Amendments are to be made to the laws “On Banks
and Banking Activities” and the “On the Central Bank of
the Russian Federation (Bank of Russia)” to give the Bank
of Russia the powers to assess the quality of manage�
ment in credit institutions and take supervisory action
against them if necessary.

In addition, the Bank of Russia intends to complete
methodologies for the purpose of introducing the institu�
tion of curatorship in Russian supervisory practice. Spe�
cifically, it is drafting the Bank of Russia Regulation “On
the Curator of a Credit Institution” and the Methodologi�
cal Guidance for the Curator (known as “The Curator’s
Handbook”). The latter is being drafted to help curators
and other employees of Bank of Russia regional branch�
es collect and systematise data on credit institutions. It
will also help them analyse and evaluate credit institutions’
activities on the basis of professional judgement about
various aspects of their activities, the current state of and
prospects for their financial soundness and the quality of
governance and internal controls.

To optimise and upgrade supervisory reporting, the
Bank of Russia plans to draft amendments in 2006 to the
current package of prudential statements, based on ex�
pert recommendations made while implementing the
EU/TACIS Project, and hold an all�round discussion of
new and revised forms of statements with the Russian
banking community before putting them into supervisory
practice.

While reducing the number of reporting forms and
procedures, the Bank of Russia will promote the use of
the internet by credit institutions in reporting to the Bank
of Russia, which will make it possible to preclude the over�
lapping of incoming data and allow credit institutions to
cut costs.

As part of a project to develop a Bank of Russia’s
unified information system for banking sector regulation
and development, the Extranet Portal information system
is to be installed in the Bank of Russia Moscow Branch.
One purpose of this system is to arrange an exchange of
information between the Bank of Russia and credit insti�
tutions. The system will help collect data reported by cred�
it institutions, using a single computer centre and stan�
dard formats, and keep the banking community informed
on issues relating to the formatting and presenting state�
ments electronically.

In 2006, the Bank of Russia will continue to develop
the unified information system for banking sector regu�
lation and development. It plans to organise a single da�
tabase for credit institutions’ statements and other data,
begin the development of information subsystems for
analysing information from a unified database and stan�
dardise the formats of collecting statements from credit
institutions and their branches.

To streamline, optimise and structure banking sta�
tistics indicators and thus upgrade the current system of
data collection, processing, storage and utilisation in the
Bank of Russia in line with Bank of Russia Regulation of
March 14, 2005, No. 267�P work will continue to origi�
nate a Catalogue of Banking Statistics Indicators.
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Household deposit insurance in Russian banks
To improve the deposit insurance system, the Bank

of Russia will continue to draft amendments in 2006 to
Article 11 of the Federal Deposit Insurance Law and Arti�
cle 6 of the Federal Law “On Bank of Russia Payments on
Household Deposits with Bankrupt Banks Uncovered by
the Deposit Insurance System”.

The amendments increase the level of compensation
paid out on deposits by the Deposit Insurance Agency to
190,000 rubles. The following compensation payment
procedure will be established: full compensation will be
paid on deposits of up to 100,000 rubles and any amount
in excess of 100,000 rubles will be compensated for by
90%, but the maximum compensation payment on a de�
posit will be 190,000 rubles. At the same time, to protect
depositors of banks outside the deposit insurance sys�
tem and guarantee them equal conditions with deposi�
tors of the banks registered with the system, an amend�
ment is to be made to the Federal Law “On Bank of Rus�
sia Payments on Household Deposits with Bankrupt
Banks Uncovered by the Deposit Insurance System” to
provide for a commensurate increase in Bank of Russia
compensation payments to depositors of these banks.

In addition, to improve the deposit insurance system,
the Bank of Russia will continue to draft amendments to
the Federal Deposit Insurance Law and other federal laws
for the following purposes:

— to upgrade the criteria of and procedures for verify�
ing how banks comply with the deposit insurance sys�
tem requirements;

— to revise the procedures ensuring the effectuation of
insurance payments, including payments to individ�
ual categories of depositors;

— to bring the functions and powers of the Deposit In�
surance Agency, established by the Deposit Insur�
ance Law, into conformity with the Federal Laws “On
the Insolvency (Bankruptcy) of Credit Institutions”
and “On Banks and Banking Activities” (in respect to
the functions of the receiver (liquidator) of banks).
Banks that held a licence to take household funds on

deposit when the Deposit Insurance Law came into force
but refused to participate in the deposit insurance sys�
tem in 2004 will have the right to ask the Bank of Russia
to admit them in 2006. Therefore, the Bank of Russia will
implement the procedures connected with the examina�
tion of such requests (if there are any).

On�site inspection
Under the Summary Plan of Comprehensive and Se�

lective Inspections of Credit Institutions and their Branches
1,463 inspections will be conducted in 2006, of which 844
will be of credit institutions and 619 of credit institutions’
branches. Comprehensive inspections are to be conduct�
ed in 338 credit institutions and 103 of credit institutions’
branches and 151 inspections are to be conducted with the
participation of Deposit Insurance Agency employees.

When conducting scheduled inspections of credit in�
stitutions, Bank of Russia authorised representatives will
pay particular attention to:

— credit institutions’ complying with the requirements
of the Federal Law “On Countering the Legalisation
(Laundering) of Earnings Obtained in an Illegal Way
and the Financing of Terrorism”;

— the effectiveness of internal controls;
— assessing credit risk and risk management systems;
— evaluating of the reliability of accounting and report�

ing;
— how credit institutions implement measures to recti�

fy the faults (shortcomings) detected by the previ�
ous inspection;

— examining deposit operations;
— verifying compliance with the requirements of the

Federal Deposit Insurance Law;
— assessing the financial condition of a credit institu�

tion and its prospects for the future;
— settlement discipline;
— cash discipline;
— how credit institutions observe foreign exchange leg�

islation.
Risk�based supervision requires supervisors to pay

heightened attention to new risks caused, among oth�
er things, by a rapid increase in consumer lending, op�
erations with discounted promissory notes and long�
term lending. Since these and other new objectives of
supervision and inspection require appropriate meth�
odological and legislative support, the Bank of Russia
will continue to draft proposals for upgrading the meth�
odological and legal framework of supervision and in�
spection.

To make inspections more effective, preparations
for them need to be improved to establish the targets of
inspection more accurately. Therefore, the Bank of Rus�
sia will continue to attach great importance to analysis:
the main questions included in the assignment for in�
spection will be formulated on the basis of an analysis
of the reports on the previous inspections and off�site
supervision materials. In 2005, the Bank of Russia pre�
pared and sent to regional branches analytical materi�
als designed to help regional inspections units improve
preparations for inspections (materials are regularly sent
to the interregional inspectorates and Bank of Russia
regional branches).

To improve the quality of inspection materials, the
Bank of Russia will continue the time�tested practice of
analysing individual inspection reports, discussing them
and making recommendations on how to improve them.
These recommendations are made known to the inspec�
tion divisions of the Main Inspectorate for Credit Institu�
tions and Bank of Russia regional branches.

The introduction of advanced communications and
software will help improve inspection. New technology
and software allow to improve analysis and optimise state�
ments banks send to the Bank of Russia. For this pur�
pose, 75 Bank of Russia regional branches are continu�
ing to test run the computer�based Automated Inspec�
tion System, which collects all data on inspections in real
time and enables a user to obtain them in any form, in�
cluding approved reporting forms.
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Financial rehabilitation and liquidation
of credit institutions

To accomplish the objectives set in the Strategy to
prevent the insolvency (bankruptcy) of credit institutions,
the Bank of Russia will continue to use measures against
credit institutions provided by the Federal Law “On the
Insolvency (Bankruptcy) of Credit Institutions”. It will seek
to improve the procedures on preventing a credit institu�
tion’s bankruptcy quickly and in good time, detecting
problems in a credit institution in the early stages to pre�
vent any further deterioration and ensuring that the own�
ers of credit institutions take bankruptcy prevention mea�
sures in time.

Another priority for the Bank of Russia is to upgrade
bank liquidation procedures. Measures include creating
an effective mechanism to sell the assets of liquidated
banks, making the liquidation procedures more transpar�
ent, meeting creditors’ and depositors’ claims to a fuller
extent and increasing the responsibility of a receiver (liq�
uidator). The Bank of Russia will oversee the activities of
receivers (liquidators) by analysing monthly reports and
other data presented by liquidated credit institutions.

The Bank of Russia will continue to implement the
provisions of the Federal Law “On Bank of Russia Pay�
ments on Household Deposits with Bankrupt Banks Un�
covered by the Deposit Insurance System”.

To improve applicable legislation, the Bank of Russia
will examine draft laws designed to enhance the effec�
tiveness of and strengthen the collateral system and draft
proposals on legislation aimed at preventing illegal trans�
actions conducted shortly before a bank goes insolvent
(bankrupt) and asset diversion. Specifically, it will pro�
pose a simpler procedure for disputing dubious transac�
tions concluded by a credit institution shortly before go�
ing bankrupt and impose tougher penalties on bank man�
agers for the forgery and destruction of documents.

To implement the provisions of the bank bankruptcy
legislation, the Bank of Russia plans to issue the follow�
ing regulations in 2006:

— on the specifics of conducting settlement operations
by credit institutions after the revocation (cancella�
tion) of their banking licence and on the accounts
used by receivers (liquidators and liquidation com�
missions);

— the relationship between Bank of Russia regional
branches and credit institutions whose banking li�
cences have been revoked;

— Bank of Russia inspection of the activities of credit
institutions’ receivers (liquidators).
Pursuant to Article 50.42 of the Federal Law “On the

Insolvency (Bankruptcy) of Credit Institutions”, the Bank
of Russia will continue to draft a new version of its Regu�
lation “On the Procedure for Compiling and Presenting
an Interim Liquidation Balance Sheet and Liquidation Bal�

ance Sheet of a Credit Institution and Approving them by
a Bank of Russia Regional Branch”. The reports on the
main activities of the agency liquidating a credit institu�
tion and thereby allowing an assessment of the entire liq�
uidation process are to include indicators on the stock�
taking and evaluation of property (assets) of a credit in�
stitution, the safety of this property (assets), the results
of property sale, the funds at the disposal of a receiver
(liquidator) and how they have been used on current ex�
penses and meeting creditors’ claims. When drafting the
Regulation, the Bank of Russia took into account the ex�
perience of regional branches in overseeing the liquida�
tion of credit institutions.

Countering the legalisation (laundering)
of earnings obtained in an illegal way
and the financing of terrorism

To implement the Strategy and help prevent credit
institutions from being used for illegal purposes, espe�
cially terrorist financing and money laundering, the Bank
of Russia will proactively participate in 2006 in amending
the Federal Law “On Countering the Legalisation (Laun�
dering) of Earnings Obtained in an Illegal Way and the Fi�
nancing of Terrorism”. These amendments aim to lift re�
strictions on the inspection of credit institutions to verify
their compliance with the requirements of AML/FT laws
and establish grounds for terminating a bank account
(deposit) agreement by a credit institution.

To help ensure that credit institutions strictly comply
with the requirements of AML/FT laws and build upon the
law enforcement practice, the Bank of Russia will improve
further the AML/FT regulations and provide credit insti�
tutions with methodologies for detecting operations re�
quiring close scrutiny.

While fulfilling its supervisory functions to ensure
credit institutions’ compliance with the requirements of
AML/FT laws, the Bank of Russia will focus on evaluating
internal controls in credit institutions to make sure that
they effectively combat money laundering and terrorist
financing.

The development of the Central Catalogue
of Credit Histories

The Bank of Russia will continue in 2006 to agree with
the corresponding federal executive authorities the reg�
ulations it drafted on the procedure for making inquiries
and receiving information from the Central Catalogue of
Credit Histories by a credit history person and user by
mail and through notaries.

After the credit bureau is put on the State Register of
Credit Bureaux in 2006, the CCCH will begin to receive
the titles of credit histories from credit bureaux and pro�
vide information on credit bureaux at the request of credit
history person and users.
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IV.1. Formation of banking sector stability monitoring system

Implementing the legislatively established objective
of developing and strengthening the Russian banking
system, the Bank of Russia is elaborating the methodol�
ogies and tools to monitor the banking sector stability.
The operating banking sector stability monitoring system
is comprised of three subsystems:

— monitoring the risk of lending to non�financial corpo�
rations;

— monitoring the risk of consumer lending;
— monitoring liquidity.

The Bank of Russia is continuing to develop the mar�
ket risk and capital adequacy monitoring subsystems.

The choice of indicators used in monitoring financial
stability depends on the content of credit institutions’ re�
porting. The reports of the 200 largest banks (by assets)
are analysed in the course of monitoring82. For the pur�
poses of analysis, these banks are divided into the fol�
lowing subgroups: the Moscow�based banks, regional
banks and banks controlled by foreign capital.

To determine the threshold values that might indicate
banking sector problems if they are exceeded, the indi�
cators used in the corresponding monitoring subsystems
are zoned. The indicator zoning depends on the level of
danger to banking sector stability (the traffic lights prin�
ciple):

— the green zone means that there are no problems;
— the yellow zone indicates that unfavourable trends

may evolve in a bank;
— the red zone means that imminent problems may

emerge.
When individual banks are scrutinised within any of

the said subsystems, the risk group to which other mon�
itoring subsystems assign the bank are also considered.

Credit risk monitoring subsystems:
the risk of lending to non�financial corporations
and the risk of lending to households

Credit risk monitoring is based on the calculation of
the adjusted capital adequacy ratio, which is determined
by using own funds (capital) reduced by possible losses
reflecting the corresponding risks. The following assump�
tions are made in calculating the adjusted capital ade�
quacy ratio:

— losses from non�performing loans are assumed to be
equal to overdue debt on these loans;

— a bank’s own funds (capital) are reduced by these
losses (overdue debt net of the provision made for
loan losses, loan debts and similar debts).
Regulatory capital adjusted in the manner is used in

calculating the adjusted capital adequacy ratio.
To identify particular banks in which non�performing

loans may reduce capital adequacy to a dangerously low
level (less than 12%), the Bank of Russia analyses the
adjusted capital adequacy ratio taking into account the
real level of overdue debt.

The main credit risk indicator used for the 200 larg�
est banks and the groups of banks is the share of over�
due debt in total credit to non�financial corporations or
households.

To determine the threshold values of the overdue debt
indicator, which show the emergence of negative trends
in the banking sector, the imputed overdue debt for each
bank is determined at which the capital adequacy ratio of
the corresponding bank will stand at 10%83.

Subsequently, to monitor the risk of lending to
non�financial corporations, banks are grouped in as�
cending order of the imputed overdue debt, i.e. by the
reduction of the risk of the capital adequacy ratio falling
to the threshold level of 10%. A group of banks (risk group)
with the lowest imputed overdue debt levels (maximum
risk) is selected. They account for 5% of aggregate bank�
ing sector assets. The presumption is that a banking sec�
tor in which “risk group” banks account for such a large
part of aggregate assets is likely to have systemic prob�
lems. The highest level of imputed overdue debt in this
group of banks is regarded as the threshold level and ten�
tative lower limit of the yellow zone (green/yellow zone).

Credit institutions are selected to determine the lower
limit of the red zone (yellow/red zone) in the same man�
ner. These account for 10% of aggregate banking sector
assets. Such a large share of problem banks in aggregate
banking sector assets is assumed to increase the likeli�
hood of a systemic banking crisis significantly. The high�
est imputed overdue debt level in this group of banks is
considered to be the tentative lower limit of the red zone.

The limits of the zones are common for the banking
sector as a whole and the individual groups of banks.

The share of loans extended to borrowers in finan�
cially troubled industries in each region84 is an additional
factor of high credit risk concentration.

82 The reports of the 200 largest banks by assets, excluding Sberbank and Vneshtorgbank, are analysed as the risk of consumer
lending and liquidity are monitored.
83 Bank of Russia Instruction of January 16, 2004, No.110�I “On Banks’ Prudential Ratios”, sets the minimum N1 ratio depending on
the size of a bank’s own funds (capital):

— 10% for the banks with own funds (capital) of no less than 5 million euros;
— 11% for the banks with own funds (capital) of less than 5 million euros.

84 These industries are determined on the basis of data resulting from the Bank of Russia monitoring of the financial condition of non�
financial corporations.
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Monitoring is conducted on a quarterly basis.
To monitor the risk of lending to households, the

Bank of Russia determines the threshold levels (zoning)
of overdue household loans in total portfolio of these
loans, taking into account the calculation of the adjusted
capital adequacy ratio.

The imputed overdue debt on loans to households in
total loans to them, when at least one of the 30 largest
banks by assets has the adjusted capital adequacy ratio
of 10%, is regarded as a benchmark when determining
the lower limit of the red zone. Any excess over the red
zone limit has the potential to provoke a systemic bank�
ing crisis, assuming that financial instability and/or with�
drawal from the market of just one large retail bank may
cause panic among the population and trigger a crisis.

The ratio of overdue household loans to capital is an
additional indicator of the risk involved in lending to indi�
viduals.

To evaluate the economic implications of the scale
of lending to households and related risks, the Bank of
Russia regularly verifies the results of monitoring, taking
into account the dynamics of the ratio of household loans
to GDP and to household income.

Monitoring is conducted on a quarterly basis.

Liquidity monitoring subsystem
Liquidity monitoring is based on an analysis of the

following major indicators:
— the share of balances in bank correspondent and

deposit accounts with the Bank of Russia and corre�

spondent accounts with credit institutions in aggre�
gate banking sector assets;

— the instant liquidity ratio;
— the current liquidity ratio.

Threshold levels for each indicator in each group of
banks were determined on the basis of the retrospective
analysis of indicators between October 1, 2004 and Oc�
tober 1, 2005.

The upper limit of the yellow zone is determined as
the average ratio minus one standard deviation and the
red zone as the average ratio minus three standard devi�
ations. The values obtained in this manner were adjusted
by the results of a retrospective analysis of the liquidity
ratios of the banks stripped of their licences.

The monitoring reveals the banks in the red zone on
the basis of at least two of the ratios described above.

The following two factors are also taken into account
when analysing:

— deviation of the current value of each of the three in�
dicators from the highest value registered in the past
three months;

— payment documents that were unmet within the re�
porting month (according to data collected by the
Moscow Region settlement system).
Monitoring is conducted on a monthly basis.

***
The Bank of Russia is currently testing the method�

ologies described above and upgrading the monitoring
techniques.
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IV.2. Bank of Russia Participation in IMF Coordinated Compilation
Exercise for Financial Soundness Indicators (FSIs)

The Bank of Russia is participating in the IMF Coor�
dinated Compilation Exercise (CCE) for Financial Sound�
ness Indicators (FSIs), which is a phase of the IMF Work
Program aiming to strengthen macroprudential surveil�
lance of the IMF member countries’ financial systems.
The analysis of the FSIs for the banking sector was a
component of the Financial Sector Assessment Pro�
gramme (FSAP) for Russia, implemented by the Bank of
Russia in collaboration with the IMF and World Bank in
2001—2003.

Using the experience from FSAPs and the results of
the 2000 survey of the current FSI calculation and anal�
ysis practices of more than 120 participating countries,
the IMF developed the Compilation Guide on Financial
Soundness Indicators. FSIs represent a set of indica�
tors on the current financial health and soundness of the
financial institutions in a country, including non�bank fi�
nancial institutions, and their corporate and household
counterparts, real estate market and financial market li�
quidity.

As envisaged in the Terms of Reference of the CCE
in 2005 the Bank of Russia prepared and agreed with the
IMF the drafts of FSI metadata adapted to the peculiari�
ties of Russia’s financial market and its regulation, and
accounting and reporting practices.

In April 2005, the Bank of Russia compiled and sent
to the IMF the first draft of FSI metadata for the banking
sector and financial market (government securities mar�
ket) as an interim result of the CCE. In December 2005,
the second draft of FSI metadata, including FSIs for the
real estate market, was sent to the IMF.

FSI coordinators and compilers held a regional meet�
ing in Vienna during May 9�13, 2005, to discuss common
and country�specific, including Russia�specific, problems
involved in compiling metadata.

The FSIs compiled by the Bank of Russia for the CCE
include:

1. All 12 core FSIs, which pertain to the banking sector
only, and nine out of the 13 encouraged FSIs for the
banking sector.

Bank of Russia�calculated
FSIs

TABLE 4.1

rotacidnIssendnuoSlaicnaniF

teSeroC

rotcesgniknaB

ycauqedalatipaC stessadethgiew�ksirotlatipacyrotalugeR

stessadethgiew�ksirotlatipac1reiTyrotalugeR

ytilauqtessA latipacotsnoisivorpfotensnaolgnimrofrep�noN

snaolssorglatototsnaolgnimrofrep�noN

snaollatototsnaolfonoitubirtsidlarotceS

ytilibatiforpdnasgninraE stessanonruteR

ytiuqenonruteR

emocnissorgotnigramtseretnI

emocnissorgotsesnepxetseretni�noN

ytidiuqiL )oitartessadiuqil(stessalatototstessadiuqiL

seitilibailmret�trohsotstessadiuqiL

ksirtekramotytivitisneS latipacotegnahcxengierofninoitisopnepoteN

teSdegaruocnE

rotcesgniknaB stessaotlatipaC

latipacotserusopxeegraL

snaollatototsnaolfonoitubirtsidlacihpargoeG

emocnilatototemocnignidarT

sesnepxetseretni�nonotsesnepxelennosreP

setartisopeddnagnidnelecnereferneewtebdaerpS

snaol)knabretni�non(latototstisopedremotsuC

snaollatototsnaoldetanimoned�ycnerruc�ngieroF

seitilibaillatototseitilibaildetanimoned�ycnerruc�ngieroF

ytidiuqiltekraM tekramseitirucestnemnrevogehtnidaerpsksa�dibegarevA

tekramseitirucestnemnrevogehtnioitarrevonrutyliadegarevA

stekrametatselaeR snaollatototseinapmocnoitcurtsnocotdednetxesnaoL

snaollatototsnaoletatselaerlaitnediseR



87

ANNEXES

2. Two indicators characterising financial market (gov�
ernment securities market) liquidity and two out of the
three encouraged FSIs for the real estate market.
When compiling FSIs, the Bank of Russia tries to fol�

low the methodologies recommended by the Compila�
tion Guide as closely as possible. However, there are
some differences in Russia and other countries arising
from differences in legislation and regulation, and national
accounting and reporting practices. The Bank of Russia,
for example, includes all credit institutions in the FSIs
calculation, not only deposit�takers, and Russian credit
institutions do not account for derivatives on their balance
sheets.

Indicators similar to FSIs are widely used by the Bank
of Russia in compiling the monthly Russian Banking Sec�

tor Review and the annual Banking Supervision Report.
In addition, the methodologies recommended by the
Compilation Guide were taken into account when devel�
oping the banking sector stability monitoring system.
However, the Bank of Russia often uses more stringent
standards in respect to the evaluation of non�performing
loans or short�term assets and liabilities.

The Bank of Russia will continue to participate in the
CCE in 2006.The final draft of metadata and data on FSIs
will be placed on the IMF web site.

The Bank of Russia intends to continue to upgrade
the FSI calculation methodology, especially in connec�
tion with the Russian banking sector’s conversion to the
IFRS. It also plans to enlarge the set of FSIs by enlisting
other agencies to the Exercise.
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IV.3. Banking sector clustering

For the purposes of in�depth analysis in compiling the
Banking Supervision Report, the Bank of Russia clusters
the banking sector into several groups of banks with sim�
ilar characteristics, such as ownership structure, business
models and size, which allows it to identify the trends,
factors and causes of processes undetectable by anal�
ysing averages. The banking sector’s clustering has sev�
eral stages.

At the first stage the institutions classified into sepa�
rate groups are as follows:

— non�bank credit institutions;
— banks in which more than 50% of authorised capital

is owned by the state (executive authorities and fed�
eral and regional government�controlled unitary en�
terprises and enterprises controlled by the Russian
Federal Property Fund), the Bank of Russia and banks
that are members of the banking groups formed by
these banks85;

— banks with a 50%�plus stake owned by non�resi�
dents.
At the second stage banks from among the 200 larg�

est banks by assets are analysed. Of these, the banks
which have not been included in any of the three groups
indicated above, are divided on the basis of professional
judgement into the banks controlled by one owner or a
group of related owners (“intra�group” banks) and other
large banks (“diversified” banks). Professional judgement

is formed on the basis of several criteria. Among the re�
lationship criteria are the existence of one owner or a group
of related owners with a 50%�plus stake in authorised cap�
ital, a persistently high ratio of large credit claims per bor�
rower and the signs of preferential lending to borrowers
related with a creditor bank86. Banks with these signs are
classified as “intra�group” banks. The list of “intra�group”
banks also comprises banks, including banks that are not
in the top 200, which are members of the banking groups
led by the “intra�group” banks indicated above. The other
banks from the top 200 that are not classified as “intra�
group” are included in the group of “diversified” banks.

All other banks not included in any of the five groups
indicated above are considered at the third stage. These
are medium�sized and small banks, which are divided into
two groups by location: the medium�sized and small
banks based in Moscow and the Moscow Region and re�
gional medium�sized and small banks.

Hence, there are seven groups of credit institutions:
1. State�controlled banks;
2. Banks controlled by foreign capital;
3. “Intra�group” banks;
4. “Diversified” banks;
5. Medium�sized and small banks based in Moscow and

the Moscow Region;
6. Regional medium�sized and small banks;
7. Non�bank credit institutions.

85 On the basis of Reporting Form 0409801 “Statement on the Makeup of a Consolidated Banking Group”.
86 The source of data for the establishment of these criteria is credit institutions’ reporting and results of inspections, especially those
conducted while selecting banks to the deposit insurance system.
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IV.4. Statistical Appendix

Dynamics of key macroeconomic indicators
in 2002—2005

TABLE 1

* Estimate.

Macroeconomic indicators
of the Russian banking sector

TABLE 2

* Including deposits, government extra�budgetary funds, funds of the Finance Ministry, financial authorities, customers in fac�
toring and forfeiting operations, float, and funds written down from customers’ accounts but not entered in a credit institution’s
correspondent account.
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Quantitative characteristics
of Russian credit institutions

TABLE 3

Data on the registration and licensing of credit institutions
as of January 1, 2006*
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rotacidnI 50.10.1 50.40.1 50.70.1 50.01.1 60.10.1

aissuRfoknaBehtybderetsigersnoitutitsnitiderC
seitirohtuarehtodna 815,1 784,1 064,1 424,1 904,1

snoitutitsnitidercgnitarepO
)snoitarepogniknabtcudnocotdesnecilsnoitutitsnitiderc( 992,1 982,1 182,1 362,1 352,1

deretsigerneebevahhcihwsnoitutitsnitiderC
riehtpudiapteytonevahtubaissuRfoknaBehtyb

ecnecilgniknabadeviecertonevahdnalatipacdezirohtua
)noitalsigelybtesdoirepemitehtnihtiw( 1 2 1 1 2

dekoverecnecilgniknabriehtdahhcihwsnoitutitsnitiderC
)dellecnac( 812 691 871 061 451

snoitarepotcudnocotdesnecilsnoitutitsnitiderC
ycnerrucngierofni 938 338 038 628 728
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END

* Including data provided by the Registration Authority as of the reporting date.
1 The term “credit institution” in this Table denotes one of the following:
— a legal entity registered by the Bank of Russia (prior to July 1, 2002) or the Registration Authority and having the right to

conduct banking operations;
— a legal entity registered by the Bank of Russia (prior to July 1, 2002), or the Registration Authority, which had but lost the right

to conduct banking operations;
— a legal entity registered by other authorities (before the Federal Law “On Banks and Banking Activities” came into force) and

having a Bank of Russia licence to conduct banking operations.
2 Credit institutions which have the status of a legal entity as of the reporting date, including credit institutions that have lost the
right to conduct banking operations but have not yet been liquidated as legal entities.
3 Credit institutions registered by the Bank of Russia (prior to July 1, 2002) or the Registration Authority and having the right to
conduct banking operations and also non�bank credit institutions registered by other authorities and licensed by the Bank of
Russia to conduct banking operations.
4 Issued since December 1996 in accordance with Bank of Russia Letter of December 3, 1996, No. 367.
5 Sberbank branches put on the State Register of Credit Institutions and assigned serial numbers.
6 Branches opened by Russian credit institutions abroad.
7 Representative offices of Russian credit institutions abroad include the offices of whose opening abroad the Bank of Russia has
been notified.
8 Total number of credit institutions stripped of a banking licence by the Bank of Russia, including credit institutions struck off the
State Register of Credit Institutions, stands at 1,469.
9 Since July 1, 2002, a liquidated credit institution is struck off the State Register of Credit Institutions as a legal entity only after
its liquidation has been registered by the Registration Authority.

Dynamics of operating credit institutions by organisational
and legal form structure

TABLE 5
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)esirpretnetnemnrevog(noitaroproCecnaniFnaissuR— 1 80.0 — —

.8 latot,snoitutitsnitidercnaissuRgnitarepofoseciffoevitatneserpeR 7 764

:hcihwfo

aissuRni— 224

seirtnuocSIC�nonni— 13

seirtnuocSICni— 41

seititnelagelfonoitadiuqildnanoitacoverecneciL

.9 retsigeRetatSehtffokcurtstonerewtub)dellecnac(dekoverecnecilgniknabriehtdahhcihwsnoitutitsnitiderC
snoitutitsnItiderCfo 8 451

.01 latot,snoitutitsnItiderCforetsigeRetatSehtffokcurtssnoitutitsnitidercdetadiuqiL 9 786,1

:hcihwfo

)noitallecnac(noitacoverecneciloteud— 503,1

noitasinagroeroteud— 183

:hcihwfo

regremyb— 0

noitisiuqcayb— 183

:hcihwfo

sehcnarb’sknabrehtootnidemrofsnart— 733

)hcnarbagnihsilbatsetuohtiw(sknabrehtohtiwdegrem— 44

noitalsigelybtesstnemeriuqertnemyaplatipacdesirohtuahtiwecnailpmoc�nonoteud— 1
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BANK OF RUSSIA

Number of credit institutions and their branches by region
as of January 1, 2006

TABLE 6

noigeR
tidercfo.oN

snoitutitsni
noigerni

noigernisehcnarbfo.oN

latoT
snoitutitsnitiderC

eciffodaehhtiw
noigersihtni

snoitutitsnitiderC
eciffodaehhtiw
noigerrehtonani

1 2 3 4 5

:aissuRnilatoT 352,1 592,3 828 764,2

tcirtsiDlaredeFlartneC 417 827 812 015

noigeRdorogleB 6 53 5 03

noigeRksnayrB 1 62 2 42

noigeRrimidalV 3 62 0 62

noigeRhzenoroV 4 34 1 24

noigeRovonavI 5 12 3 81

noigeRagulaK 5 82 2 62

noigeRamortsoK 5 51 1 41

noigeRksruK 2 12 0 12

noigeRkstepiL 2 02 1 91

noigeRlerO 2 22 3 91

noigeRnazayR 4 42 1 32

noigeRksnelomS 4 03 5 52

noigeRvobmaT 2 12 7 41

noigeRrevT 7 83 3 53

noigeRaluT 6 03 2 82

noigeRlvalsoraY 01 63 4 23

wocsoM 136 341 73 601

noigeRwocsoM 51 941 9 041

)drocerehtrof(noigeRwocsoMdnawocsoM 646 292 871 411

tcirtsiDlaredeFnretseW�htroN 48 673 55 123

aileraKfocilbupeR 1 02 2 81

cilbupeRimoK 4 63 7 92

noigeRkslegnahkrA 4 23 0 23

aerAsuomonotuAsteneN:hcihwfo 0 2 0 2

noigeRadgoloV 8 92 9 02

noigeRdargninilaK 21 13 6 52

noigeRdargnineL 3 24 2 04

noigeRksnamruM 4 92 2 72

noigeRdorogvoN 2 61 2 41

noigeRvoksP 4 11 0 11

grubsretePtS 24 031 52 501

tcirtsiDlaredeFnrehtuoS 821 174 051 123

ayegydAfocilbupeR 5 6 1 5

natsehgaDfocilbupeR 63 57 36 21

aitehsugnIfocilbupeR 2 5 1 4

cilbupeRraklaB�onidrabaK 6 11 3 8

hcgnaTgmlahK—aikymlaKfocilbupeR 2 4 0 4

cilbupeRssekrehC�iahcaraK 5 5 0 5

ainalA—aitessOhtroNfocilbupeR 6 81 8 01

cilbupeRnehcehC 0 1 0 1

yrotirreTradonsarK 12 601 22 48

yrotirreTloporvatS 01 35 8 54

noigeRnahkartsA 5 92 7 22

noigeRdargogloV 6 36 21 15

noigeRvotsoR 42 59 52 07
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ANNEXES

END

1. Columns 2 and 3 relating to St Petersburg and the Leningrad Region show the number of credit institutions and the number of
branches entered into the State Register of Credit Institutions by the Bank of Russia St Petersburg Branch and Main Division for
the Leningrad Region respectively.
2. Columns 4 and 5 relating to the Moscow Region show the number of branches whose parent credit institution is located in this
region (in Moscow and the Moscow Region) and in other regions.

noigeR
tidercfo.oN

snoitutitsni
noigerni

noigernisehcnarbfo.oN

latoT
snoitutitsnitiderC

eciffodaehhtiw
noigersihtni

snoitutitsnitiderC
eciffodaehhtiw
noigerrehtonani

1 2 3 4 5

tcirtsiDlaredeFagloV 641 176 251 915

natsotrokhsaBfocilbupeR 21 94 0 94

lEiiraMfocilbupeR 1 52 4 12

aivodroMfocilbupeR 4 81 6 21

natsrataTfocilbupeR 72 301 65 74

cilbupeRtrumdU 9 92 0 92

cilbupeRhsavuhC 5 12 0 12

noigeRvoriK 3 72 0 72

noigeRdorogvoNynhziN 91 68 33 35

noigeRgrubnerO 9 84 4 44

noigeRazneP 2 23 0 23

noigeRmreP 9 65 3 35

noigeRaramaS 32 28 22 06

noigeRvotaraS 71 66 12 54

noigeRksvonaylU 6 92 3 62

tcirtsiDlaredeFlarU 76 183 341 832

noigeRnagruK 5 72 0 72

noigeRksvoldrevS 72 98 12 86

noigeRnemuyT 32 751 08 77

aerAsuomonotuAisnaM�ytnahK:hcihwfo 21 65 41 24

aerAsuomonotuAsteneN�olamaY 5 63 41 22

noigeRksnibaylehC 21 801 24 66

tcirtsiDlaredeFnairebiS 17 254 35 993

iatlAfocilbupeR 5 3 1 2

ayitayruBfocilbupeR 2 82 3 52

avyTfocilbupeR 2 4 0 4

aissakahKfocilbupeR 3 21 1 11

yrotirreTiatlA 8 85 31 54

yrotirreTksrayonsarK 6 08 01 07

aerAsuomonotuArymiaT:hcihwfo 0 1 0 1

aerAsuomonotuAknevE 0 0 0 0

noigeRkstukrI 9 46 11 35

aerAsuomonotuAtayruBadrO�tsU:hcihwfo 0 3 0 3

noigeRovoremeK 8 83 0 83

noigeRksribisovoN 41 15 1 05

noigeRksmO 8 94 0 94

noigeRksmoT 4 23 9 32

noigeRatihC 2 33 4 92

aerAsuomonotuAtayruB�nigA:hcihwfo 0 3 0 3

tcirtsiDlaredeFnretsaEraF 34 612 75 951

)aitukaY(ahkaSfocilbupeR 6 75 9 84

yrotirreT)emitiraM(yiksromirP 9 24 71 52

yrotirreTksvorabahK 6 52 5 02

noigeRrumA 5 91 4 51

noigeRaktahcmaK 8 91 7 21

aerAsuomonotuAkayroK:hcihwfo 1 2 0 2

noigeRnadagaM 3 91 6 31

noigeRnilahkaS 6 22 9 31

noigeRsuomonotuAhsiweJ 0 6 0 6

aerAsuomonotuAeehckuhC 0 7 0 7
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Provision of Russian regions with banking services
as of January 1, 2006*

TABLE 7

noigeR
tidercfo.oN

snoitutitsni

sehcnarbfo.oN
lanoitiddadna

seciffo

,)ten(stessA
selburnoillim

rehtodnasnaoL
stnemecalp
tnediserhtiw
laicnanif�non

snoitaroproc
,slaudividnidna

selburnoillim

dlohesuoH
,stisoped

selburnoillim

ssorG
lanoigeR
tcudorP
,5002ni

selburnoillib
)etamitse(

,noitalupoP
dnasuoht
)etamitse(

ylhtnomegarevA
yenomatipacrep
,5002niemocni

selbur

lanoitutitsnI
htiwnoitarutas
secivresgniknab
)noitalupopyb(

laicnaniF
htiwnoitarutas

gniknab
secivres

)stessayb(

laicnaniF
htiwnoitarutas

gniknab
secivres

gnidnelyb(
)emulov

xednisgnivaS
atipacrep(

stisoped
)emocniot

xednietisopmoC
s’noigerfo

htiwnoisivorp
secivresgniknab

1 2 3 4 5 6 7 8 9 01 11 21 31 41

tcirtsiDlaredeFlartneC
)noigeRwocsoMdnawocsoMgnidulcxe( 86 435,1 803,424 305,433 917,432 926,1 203,02 159,4 08.0 00.1 91.1 41.1 20.1

noigeRdorogleB 6 311 069,54 786,93 527,02 441 115,1 972,5 08.0 32,1 95.1 72.1 91.1

noigeRksnayrB 1 57 690,71 165,31 626,01 07 133,1 247,4 85.0 49.0 21.1 28.0 48.0

noigeRrimidalV 3 501 183,62 307,02 937,71 59 274,1 000,4 57.0 70.1 62.1 74.1 01.1

noigeRhzenoroV 4 621 857,65 579,34 473,13 941 313,2 930,5 75.0 74.1 07.1 23.1 71.1

noigeRovonavI 5 77 427,51 540,8 450,01 55 001,1 182,3 67.0 01.1 48.0 63.1 99.0

noigeRagulaK 5 59 741,12 083,41 989,21 38 410,1 333,5 00,1 99.0 10.1 71.1 40.1

noigeRamortsoK 5 26 768,01 856,7 079,6 94 807 756,4 69.0 68.0 19.0 30.1 49.0

noigeRksruK 2 211 525,43 198,03 092,11 601 481,1 311,5 89.0 62.1 96.1 19.0 71.1

noigeRkstepiL 2 77 599,13 236,52 877,31 381 181,1 115,5 86.0 76.0 18.0 30.1 97.0

noigeRlerO 2 17 417,21 749,01 218,7 66 438 866,4 98.0 47.0 69.0 89.0 98.0

noigeRnazayR 4 68 951,32 035,81 330,41 201 281,1 146,4 77.0 88.0 50.1 52.1 79.0

noigeRksnelomS 4 67 968,02 129,71 671,11 37 600,1 463,5 18.0 01.1 24.1 10.1 60.1

noigeRvobmaT 2 98 668,61 285,41 402,9 77 131,1 441,5 28.0 58.0 01.1 77.0 88.0

noigeRrevT 7 59 867,91 829,31 704,21 211 604,1 844,5 47.0 86.0 27.0 97.0 37.0

noigeRaluT 6 661 454,23 278,52 608,91 211 006,1 618,4 90.1 11.1 33.1 62.1 02.1

noigeRlvalsoraY 01 901 420.83 091.82 737.42 451 823,1 709,5 19.0 59.0 50.1 45.1 90.1

tcirtsiDlaredeFnretseW�htroN 48 297,1 235,447 610,793 169,703 978,1 826,31 183,8 04.1 35.1 22.1 23.1 63.1

aileraKfocilbupeR 1 97 891,31 210,11 018,7 17 896 027,6 71.1 17.0 98.0 18.0 88.0

cilbupeRimoK 4 001 319,72 367,81 786,81 081 589 519,01 70.1 06.0 06.0 58.0 67.0

noigeRkslegnahkrA 4 111 881,72 057,12 674,61 691 292,1 485,7 19.0 35.0 46.0 28.0 17.0

noigeRadgoloV 8 511 918,54 178,03 564,91 902 532,1 684,6 10.1 48.0 58.0 91.1 69.0

noigeRdargninilaK 21 431 585,13 018,12 295,61 48 049 282,6 85.1 64.1 15.1 73.1 84.1

noigeRdargnineL 3 222 349,72 749,21 487,71 222 446,1 458,4 93.1 84.0 43.0 90.1 17.0

noigeRksnamruM 4 431 930,82 749,91 184,91 151 568 592,9 26.1 27.0 77.0 81.1 10.1

noigeRdorogvoN 2 901 488,9 788,7 422,6 06 566 680,5 07.1 36.0 67.0 09.0 39.0

noigeRvoksP 4 18 678,8 943,5 417,5 74 527 258,4 91.1 37.0 66.0 97.0 28.0

grubsretePtS 24 707 780,425 186,642 037,971 166 185,4 583,11 66.1 50.3 61.2 86.1 70.2
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CONT.

1 2 3 4 5 6 7 8 9 01 11 21 31 41

tcirtsiDlaredeFnrehtuoS 821 768,1 903,753 880,562 982,781 383,1 887,22 970,5 98.0 99.0 11.1 97.0 49.0

ayegydAfocilbupeR 5 63 572,3 923,2 752,2 71 344 957,3 49.0 47.0 97.0 66.0 87.0

natsehgaDfocilbupeR 63 531 821,9 354,4 065,2 79 146,2 527,4 66.0 63.0 72.0 01.0 82.0

aitehsugnIfocilbupeR 2 5 940,1 143 436 8 784 754,2 51.0 35.0 62.0 62.0 72.0

cilbupeRraklaB�onidrabaK 6 65 641,6 017,4 904,3 14 498 510,4 17.0 85.0 76.0 64.0 06.0

hcgnaTgmlahK—aikymlaKfocilbupeR 2 03 652,2 009,1 447 41 982 333,2 31.1 06.0 67.0 45.0 37.0

cilbupeRssekrehC�iahcaraK 5 63 736,3 668,2 124,1 81 234 881,4 79.0 67.0 09.0 83.0 17.0

ainalA—aitessOhtroNfocilbupeR 6 84 572,8 861,5 714,5 23 931,1 142,5 84.0 99.0 39.0 44.0 66.0

yrotirreTradonsarK 12 084 763,901 175,58 061,56 514 690,5 953,5 00.1 10.1 91.1 71.1 90.1

yrotirreTloporvatS 01 014 979,74 044,63 156,72 961 807,2 911,5 85.1 90.1 42.1 79.0 02.1

noigeRnahkartsA 5 66 857,81 871,01 053,01 08 499 344,5 37.0 19.0 47.0 39.0 28.0

noigeRdargogloV 6 161 150,74 924,23 521,62 602 536,2 526,5 46.0 88.0 19.0 68.0 28.0

noigeRvotsoR 42 304 728,89 313,87 780,14 582 303,4 262,6 10.1 33.1 95.1 47.0 21.1

tcirtsiDlaredeFagloV 641 644,2 307,129 061,066 992,383 670,3 805,03 679,5 68.0 51.1 42.1 30.1 60.1

natsotrokhsaBfocilbupeR 21 783 201,211 390,66 861,14 924 460,4 094,6 00.1 10.1 98.0 67.0 19.0

lEiiraMfocilbupeR 1 54 220,8 428,6 341,4 93 217 612,3 66.0 08.0 20.1 88.0 38.0

aivodroMfocilbupeR 4 88 201,51 352,11 571,6 76 658 899,3 90.1 78.0 89.0 88.0 59.0

natsrataTfocilbupeR 72 443 079,891 929,811 826,75 325 067,3 799,6 00.1 64.1 13.1 70.1 02.1

cilbupeRtrumdU 9 921 247,34 031,53 836,51 731 445,1 264,4 19.0 32.1 94.1 11.1 71.1

cilbupeRhsavuhC 5 37 108,91 360,71 039,9 97 292,1 369,3 16.0 79.0 52.1 59.0 29.0

noigeRvoriK 3 401 787,22 597,81 164,21 49 344,1 354,4 57.0 39.0 61.1 59.0 49.0

noigeRdorogvoNynhziN 91 292 089,411 514,09 079,45 733 114,3 969,5 39.0 13.1 55.1 23.1 62.1

noigeRgrubnerO 9 251 788,84 387,73 585,02 422 831,2 239,4 77.0 48.0 79.0 59.0 88.0

noigeRazneP 2 28 942,91 744,41 383,21 08 804,1 301,4 16.0 39.0 50.1 50.1 98.0

noigeRmreP 9 142 182,48 993,07 414,83 143 847,2 308,7 39.0 59.0 91.1 88.0 89.0

noigeRaramaS 32 162 465,951 618,021 985,86 544 881,3 750,9 19.0 83.1 75.1 61.1 32.1

noigeRvotaraS 71 061 916,45 137,53 738,92 591 806,2 728,4 96.0 80.1 60.1 61.1 89.0

noigeRksvonaylU 6 88 795,91 484,61 873,11 78 633,1 624,4 27.0 78.0 01.1 49.0 09.0

tcirtsiDlaredeFlarU 76 974,1 883,785 743,913 852,322 033,3 932,21 721,9 92.1 86.0 55.0 89.0 38.0

noigeRnagruK 5 57 610,01 540,8 423,5 75 979 025,4 38.0 76.0 18.0 95.0 27.0

noigeRksvoldrevS 72 165 955,002 657,831 634,37 764 904,4 063,8 63.1 56.1 27.1 79.0 93.1

noigeRnemuyT 32 554 333,382 495,501 821,201 814,2 913,3 733,41 74.1 54.0 52.0 50.1 56.0

noigeRksnibaylehC 21 883 084,39 159,66 963,24 883 135,3 364,6 51.1 39.0 00.1 19.0 99.0
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END

* Calculated in accordance with methodology developed by the Banking Regulation and Supervision Department of the Bank of Russia.

1 2 3 4 5 6 7 8 9 01 11 21 31 41

tcirtsiDlaredeFnairebiS 17 428,1 308,584 692,673 400,112 851,2 676,91 525,6 89.0 78.0 10.1 08.0 19.0

iatlAfocilbupeR 5 71 875,2 099,1 418 21 502 463,4 90.1 58.0 99.0 54.0 08.0

ayitayruBfocilbupeR 2 621 455,61 401,21 769,5 38 369 567,5 53.1 77.0 58.0 25.0 38.0

avyTfocilbupeR 2 91 685,1 053,1 567 21 903 010,4 96.0 94.0 36.0 03.0 05.0

aissakahKfocilbupeR 3 25 973,8 482,7 064,3 34 835 419,4 40.1 57.0 79.0 46.0 38.0

yrotirreTiatlA 8 722 609,35 701,24 579,81 241 345,2 274,4 49.0 64.1 17.1 28.0 81.1

yrotirreTksrayonsarK 6 492 240,08 706,36 680,73 584 609,2 055,7 50.1 46.0 67.0 38.0 08.0

noigeRkstukrI 9 352 184,45 954,34 181,92 762 725,2 030,7 50.1 97.0 49.0 08.0 98.0

noigeRovoremeK 8 891 671,96 605,75 356,33 423 938,2 086,7 47.0 28.0 20.1 57.0 38.0

noigeRksribisovoN 41 772 730,101 397,86 097,53 552 946,2 432,6 21.1 35.1 65.1 60.1 03.1

noigeRksmO 8 931 833,45 804,34 887,22 662 530,2 229,6 47.0 97.0 49.0 97.0 18.0

noigeRksmoT 4 111 115,03 527,42 088,41 781 530,1 539,7 31.1 36.0 67.0 98.0 38.0

noigeRatihC 2 111 512,31 569,9 546,7 18 921,1 356,5 20,1 36.0 17.0 95.0 27.0

tcirtsiDlaredeFnretsaEraF 34 508 438,991 537,721 013,801 378 745,6 545,8 23.1 88.0 58.0 59.0 89.0

)aitukaY(ahkaSfocilbupeR 6 99 325,62 657,61 434,41 902 059 057,01 21.1 94.0 64.0 96.0 56.0

yrotirreT)emitiraM(yiksromirP 9 332 571,84 208,33 092,72 881 020,2 700,7 22.1 99.0 40.1 49.0 40.1

yrotirreTksvorabahK 6 761 527,65 638,73 376,92 271 214,1 070,9 52.1 72.1 72.1 31.1 32.1

noigeRrumA 5 011 053,81 342,41 537,7 48 188 480,6 33.1 48.0 89.0 17.0 49.0

noigeRaktahcmaK 8 66 189,21 375,7 802,8 24 943 416,9 61.2 81.1 30.1 91.1 33.1

noigeRnadagaM 3 93 579.01 099,5 390,5 03 271 387,01 94.2 04.1 51.1 43.1 25.1

noigeRnilahkaS 6 16 090,12 497,8 065,21 311 625 731,21 03.1 27.0 54.0 69.0 08.0

noigeRsuomonotuAhsiweJ 0 31 519,1 544,1 963,1 51 781 622,6 17.0 05.0 75.0 85.0 85.0

aerAsuomonotuAeehckuhC 0 71 001,3 892,1 749,1 91 15 799,21 04.3 26.0 93.0 44.1 40.1

latoT
)noigeRwocsoMdnawocsoMgnidulcxe( 706 747,11 678,027,3 641,084,2 938,556,1 723,41 786,521 534,6 00.1 00.1 00.1 00.1 00.1
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Some performance indicators on credit institutions with foreign interest
relative to indicators on operating credit institutions (%)

TABLE 8

* These include deposits, government extra�budgetary funds, funds of the Finance Ministry, financial authorities, customers in factoring and forfeiting operations, float, and funds written
down from customers’ accounts but not entered in a credit institution’s correspondent account.

20.10.1 30.10.1 40.10.1 50.10.1 0.10.1 6

ekatsngierofsulp�%05ahtiwsnoitutitsnitiderC

stessA 8.8 1.8 4.7 6.7 3.8

sdnufnwO )latipac( 7.7 1.7 6.6 8.7 3.9

sknabtnediser�nonhtiwstnuoccatnednopserroC 0.02 9.22 7.91 0.41 5.01

if�nonhtiwstnemecalprehtodnasnaoL noitaroproclaicnan tnediser�nongnidulcni,s lagel seititne 2.7 1.7 1.6 2.6 4.7

sknabhtiwstnemecalprehtodnastisoped,snaoL 3.13 9.52 0.22 8.51 1.71

stnuoccadlohesuohnisdnuF 2.2 3.2 3.2 0.3 4.3

stisopeddlohesuoh:hcihwfo 3.2 3.2 2.2 8.2 4.3

*snoitasinagrodnasesirpretnemorfdetcarttasdnuF 7.11 4.01 3.9 4.9 6.9

snoitutitsnitidercdenwongierofyllohw:hcihwfo

stessA 2.5 6.5 6.5 9.5 0.8

sdnufnwO )latipac( 2.5 4.5 4.5 3.6 0.9

sknabtnediser�nonhtiwstnuoccatnednopserroC 5.01 2.91 8.61 7.7 9.9

seititnelageltnediser�nongnidulcni,snoitaroproclaicnanif�nonhtiwdecalpsdnufrehtodnasnaoL 2.5 5.5 6.4 6.4 3.7

sknabhtiwstnemecalprehtodnastisoped,snaoL 4.02 3.61 0.71 4.11 8.61

stnuoccadlohesuohnisdnuF 4.1 5.1 5.1 4.2 3.3

stisopeddlohesuoh:hcihwfo 5.1 5.1 5.1 4.2 3.3

*snoitasinagrodnasesirpretnemorfdetcarttasdnuF 3.5 5.5 7.5 6.6 4.9
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BANK OF RUSSIA

Credit institutions’ assets grouped by kind of investment
(billion rubles)

TABLE 9

stessA 50.10.1 50.40.1 50.70.1 50.01.1 60.10.1

1 latot,senotsmegdnaslatemsuoicerp,yenoM 3.691 9.751 0.461 0.881 4.362

1.1 yenom:hcihwfo 7.091 7.351 2.951 5.671 2.552

2 latot,aissuRfoknaBehthtiwstnuoccA 5.596 4.706 6.354 6.595 1.486

:hcihwfo

1.2 aissuRfoknaBehthtiwstnuoccatnednopserroc’snoitutitsnitiderC 3.364 6.103 5.952 2.353 5.784

2.2 aissuRfoknaBehtotderrefsnartsevreserderiuqer’snoitutitsnitiderC 6.121 2.331 2.731 9.941 3.161

3.2 aissuRfoknaBehthtiwdecalpstisopeD 4.19 8.941 4.43 4.46 2.7

.3 latot,snoitutitsnitiderchtiwstnuoccatnednopserroC 8.722 4.522 0.072 3.813 5.752

:hcihwfo

1.3 )stnediser(snoitutitsnitiderctnednopserrochtiwstnuoccatnednopserroC 5.68 4.99 9.99 2.841 5.88

2.3 sknabtnediser�nonhtiwstnuoccatnednopserroC 3.141 0.621 1.071 2.071 0.961

4 latot,sknabybderiuqcaseitiruceS 9.680,1 9.132,1 8.853,1 6.064,1 4.935,1

:hcihwfo

1.4 snoitagilbotbeD 6.257 6.758 1.739 3.110,1 6.630,1

:hcihwfo

1.1.4 snoitagilbotbedtnemnrevognaissuR 6.534 5.674 1.574 4.294 0.294

2.4 S serahsdnaskcot 9.041 0.651 0.581 1.312 8.292

:hcihwfo

1.2.4 sgnidloherahsgnillortnoC 6.91 1.02 6.02 0.12 9.46

3.4 setonyrossimorpdetnuocsiD 4.391 3.812 6.632 3.632 1.012

5 latipacdesirohtuanisgnidloherahsrehtO 1.6 3.7 1.9 8.8 7.01

6 latot,tbednaoL 8.364,4 7.548,4 4.993,5 3.967,5 1.173,6

:hcihwfo

1.6 ,stnemecalprehtodnastisoped,snaoL 4.264,4 3.448,4 9.793,5 7.767,5 5.963,6

tbedeudrevognidulcni 9.16 2.96 9.27 5.87 4.67

:hcihwfo

1.1.6 snoitasinagrolaicnanif�nonhtiwstnemecalprehtodnasnaoL 7.862,3 9.604,3 1.486,3 6.509,3 8.472,4

tbedeudrevohcihwfo 5.94 8.35 8.35 7.55 8.35

2.1.6 sknabhtiwstnemecalprehtodnastisoped,snaoL 8.524 8.395 9.527 9.586 0.866

tbedeudrevohcihwfo 3.3 3.3 2.3 1.3 2.0

2.6 tnemtsevnilatipacdnasemmargorptnemnrevogfognicnaniF
sisabelbayaperano 4.1 5.1 5.1 6.1 6.1

7 seirotnevnidnastessaelbignatnidnadexiF 8.222 6.532 1.542 4.952 4.382

8 stiforpfonoitisopsiD 4.43 5.24 0.82 9.54 2.16

9 latot,stessarehtO 2.302 1.732 6.562 1.482 5.972

hcihwfo :

1.9 taolF 9.08 0.401 3.421 2.321 8.611

2.9 srotbeD 4.72 3.03 6.23 2.73 3.83

3.9 snaolnotseretnieudrevO 1.3 5.2 5.2 3.2 7.0

4.9 sesnepxederrefeD 4.18 2.88 3.39 0.601 7.701

stessalatoT 9.631,7 7.095,7 0.391,8 0.039,8 3.057,9
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Structure of credit institutions’ liabilities by source of funds
(billion rubles)

TABLE 10

seitilibaiL 50.10.1 50.40.1 50.70.1 50.01.1 60.10.1

1 latot,stiforpdnasdnufknaB 1.600,1 1.850,1 8.290,1 3.691,1 2.023,1

:hcihwfo

1.1 sdnufknaB 7.608 5.318 7.219 1.649 6.510,1

2.1 sraeysuoiverpfostluserlaicnanifgnidulcni,)sessol(stiforP 4.991 6.442 0.081 2.052 5.403

:hcihwfo

1.2.1 )sessol(stiforps’raeygnitropeR 9.771 4.35 1.611 6.702 1.262

2 snoitutitsnitidercybdeviecersdnufrehtodnastisoped,snaoL
aissuRfoknaBehtmorf 5.91 5.91 7.12 0.02 2.02

3 latot,stnuoccaknaB 3.611 8.821 3.431 9.281 6.621

:hcihwfo

1.3 stnuoccatnednopserroc’snoitutitsnitiderctnednopserroC )stnediser( 1.96 4.58 4.98 4.921 7.17

2.3 stnuoccatnednopserroc’sknabtnediser�noN 5.71 9.21 2.81 1.51 7.41

4 latot,sknabrehtomorfdeviecersdnufrehtodnastisoped,snaoL 1.737 9.387 0.668 0.319 4.680,1

:hcihwfo

1.4 tbedeudrevO 0.0 0.0 0.0 0.0 0.0

5 latot,sdnuf’sremotsuC 5.151,4 2.654,4 5.198,4 4.143,5 9.818,5

:hcihwfo

1.5 stnuoccatnerrucdnatnemelttesnisdnuftegduB 7.831 5.831 6.741 1.921 6.84

2.5 stnuoccatnerrucdnatnemelttesnisdnufyrategdub�artxetnemnrevoG 2.91 1.42 9.72 1.03 9.71

3.5 stnuoccarehtodnatnerruc,tnemelttesnisdnufetaroproC 1.372,1 4.613,1 5.924,1 6.225,1 1.476,1

4.5 taolfremotsuC 3.03 8.66 4.37 7.38 6.53

5.5 noitasinagrO stisoped’s 0.465 1.516 8.886 3.028 4.639

6.5 stnuoccadlohesuohnisdnuF 7.620,2 7.761,2 8.653,2 1.915,2 1.718,2

:hcihwfo

1.6.5 stisopeddlohesuoH 2.779,1 5.811,2 4.203,2 2.064,2 6.457.2

7.5 sdnufdeworrobrehtO 7.49 4.221 6.161 0.032 0.082

8.5 snoitarepognitiefrofdnagnirotcafnisdnuf’sremotsuC 8.4 2.5 9.5 5.6 2.8

9.5 deretnetontubstnuocca’sremotsucmorfnwodnettirwsdnuF
tnuoccatnednopserrocs’noitutitsnitidercani 1.0 1.0 1.0 1.0 9.0

6 latot,deussisnoitagilbotbeD 2.446 6.326 5.636 3.386 2.947

:hcihwfo

1.6 sdnoB 6.03 2.33 2.73 9.54 3.76

2.6 tisopedfosetacifitreC 2.99 3.27 7.95 9.35 8.45

3.6 setacifitrecsgnivaS 6.3 3.4 2.5 7.5 6.6

4.6 secnatpeccaknabdnasetonyrossimorP 2.605 9.805 1.925 4.275 5.416

7 latot,seitilibailrehtO 1.264 6.025 8.055 2.395 9.826

:hcihwfo

1.7 snoisivorP 9.752 1.862 5.182 4.703 0.343

2.7 taolF 1.931 5.961 9.471 2.981 6.981

3.7 srotiderC 5.7 4.61 1.12 8.21 3.01

4.7 noitaicerpedtessaelbignatnidnadexiF 9.43 6.83 2.24 1.64 0.05

5.7 emocniderrefeD 8.01 5.11 9.11 9.21 4.11

seitilibaillatoT 9.631,7 7.095,7 6.391,8 0.039,8 3.057,9
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Major characteristics of banking sector lending operations
(billion rubles)

TABLE 11

srotacidnI
selbuR ycnerrucngieroF latoT

50.10.1 50.40.1 50.70.1 50.01.1 60.10.1 50.10.1 50.40.1 50.70.1 50.01.1 60.10.1 50.10.1 50.40.1 50.70.1 50.01.1 60.10.1

.1 latot,stnemecalprehtodnastisoped,snaoL 9.521,3 6.203,3 4.806,3 4.369,3 6.263,4 5.633,1 7.145,1 5.987,1 3.408,1 9.600,2 4.264,4 3.448,4 9.793,5 7.767,5 5.963,6

tbedeudrevo:hcihwfo 3.74 0.45 2.75 1.06 6.46 6.41 2.51 7.51 3.81 8.11 9.16 2.96 9.27 5.87 4.67

.1.1 tnediserhtiwstnemecalprehtodnasnaoL
snoitasinagrolaicnanif�non 0.082,2 1.363,2 1.445,2 4.537,2 2.409,2 9.968 2.339 2.120,1 5.040,1 4.602,1 9.941,3 3.692,3 3.565,3 8.577,3 6.011,4

tbedeudrevo:hcihwfo 3.63 1.04 9.93 2.24 1.44 4.21 1.31 3.31 9.21 1.9 7.84 1.35 2.35 0.55 2.35

.2.1 ,seititnelageltnediser�nonhtiwstnemecalprehtodnasnaoL
sknabtpecxe 7.81 9.81 1.91 2.91 3.81 1.001 8.19 7.99 6.011 8.541 8.811 6.011 7.811 8.921 1.461

tbedeudrevo:hcihwfo 2.0 3.0 2.0 2.0 2.0 6.0 3.0 3.0 4.0 3.0 8.0 6.0 6.0 7.0 6.0

.3.1 rotceslaicnanifhtiwstnemecalprehtodnastisoped,snaoL 8.902 1.822 8.252 9.862 9.003 0.97 2.67 5.98 2.98 7.201 9.882 3.403 4.243 1.853 6.304

tbedeudrevo:gnidulcnI 4.3 3.3 2.3 2.0 2.0 0.0 0.0 0.0 0.0 0.0 4.3 3.3 2.3 2.0 2.0

:hcihwfo

.1.3.1 stnemecalprehtodnastisoped,snaoL
snoitutitsnitiderctnediserhtiw 9.261 7.781 0.002 2.502 9.032 9.66 7.56 9.67 5.37 4.58 8.922 4.352 9.672 6.872 3.613

tbedeudrevo:hcihwfo 3.3 3.3 1.3 2.0 2.0 0.0 0.0 0.0 0.0 0.0 3.3 3.3 1.3 2.0 2.0

.2.3.1 tnediserhtiwstnemecalprehtodnastisoped,snaoL
pihsrenwofosmroftnereffidfosnoitasinagrolaicnanif 9.64 4.04 8.25 7.36 0.07 1.21 5.01 6.21 7.51 3.71 0.95 8.05 5.56 4.97 3.78

tbedeudrevo:hcihwfo 60.0 20.0 20.0 00.0 60.0 10.0 10.0 10.0 10.0 10.0 70.0 30.0 30.0 10.0 60.0

.4.1 sknabtnediser�nonhtiwstnemecalprehtodnastisoped,snaoL 5.41 1.41 5.9 8.8 0.02 4.181 2.623 5.934 5.893 7.133 0.691 3.043 0.944 3.704 7.153

tbedeudrevo:hcihwfo 00.0 00.0 00.0 00.0 00.0 20.0 20.0 20.0 78.2 10.0 20.0 20.0 20.0 88.2 20.0

.5.1 seicnegalaicnaniftnemnrevogotdedivorpsdnufrehtodnasnaoL
sdnufyrategdub�artxedna 3.35 9.56 4.16 0.16 6.36 3.1 9.0 3.1 3.1 6.1 6.45 8.66 7.26 3.26 2.56

tbedeudrevo:hcihwfo 63.0 17.0 54.0 24.0 72.0 40.0 30.0 00.0 00.0 00.0 04.0 37.0 54.0 24.0 72.0

.6.1 slaudividnitnediserotdednetxesnaoL 2.525 7.665 3.676 3.628 8.000,1 3.19 6.99 1.421 5.441 1.471 5.616 3.666 4.008 8.079 9.471,1

tbedeudrevo:hcihwfo 0.7 5.9 4.31 1.71 7.91 3.1 6.1 8.1 9.1 1.2 4.8 1.11 2.51 0.91 8.12

.7.1 slaudividnitnediser�nonotdednetxesnaoL 2.0 2.0 2.0 3.0 2.0 1.2 2.2 8.2 5.3 1.4 3.2 4.2 9.2 7.3 3.4

tbedeudrevo:hcihwfo 10.0 10.0 10.0 10.0 10.0 02.0 02.0 12.0 12.0 12.0 12.0 12.0 32.0 22.0 22.0

:drocerehtroF

stnemecalprehtodnastisoped,snaolnotseretnieudrevO
stnediserhtiw 4.1 2.1 0.1 8.0 7.0 7.1 3.1 5.1 5.1 0.0 1.3 5.2 5.2 3.2 7.0

stnemecalprehtodnastisoped,snaolnotseretnieudrevO
stnediser�nonhtiw 00.0 00.0 00.0 00.0 00.0 00.0 00.0 00.0 10.0 00.0 00.0 00.0 00.0 10.0 00.0

snoitutitsnitidercybdetnuocsidsetonyrossimorpstnediseR 0.661 8.881 7.502 5.122 5.891 7.02 0.22 8.32 5.11 6.9 7.681 8.012 5.922 1.332 1.802

snoitutitsnitidercybdetnuocsidsetonyrossimorpstnediser�noN 5.0 5.0 5.0 0.0 0.0 1.6 0.7 7.6 2.3 0.2 6.6 5.7 2.7 2.3 0.2
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Number of Bank of Russia inspections of credit institutions and their branches
in 2005

TABLE 12

detcudnocsnoitcepsnifo.oN
nalPlaunnAyrammuSotgnidrocca

snoitcepsnideludehcsnU latoT

evisneherpmoc
snoitcepsni

evitceles
snoitcepsni

latot
evisneherpmoc

snoitcepsni
evitceles

snoitcepsni
latot

evisneherpmoc
snoitcepsni

evitceles
snoitcepsni

latot

wocsoM 08 541 522 5 823 333 58 374 855

tcirtsiDlaredeFlartneC 05 102 152 5 14 64 55 242 792

tcirtsiDlaredeFnretseW�htroN 75 29 941 0 12 12 75 311 071

tcirtsiDlaredeFnrehtuoS 88 091 872 0 26 26 88 252 043

tcirtsiDlaredeFagloV 07 271 242 2 65 85 27 822 003

tcirtsiDlaredeFlarU 81 041 851 1 42 52 91 461 381

tcirtsiDlaredeFnairebiS 04 031 071 0 52 52 04 551 591

tcirtsiDlaredeFnretsaEraF 63 46 001 0 02 02 63 48 021

detcudnocsnoitcepsni,noitiddanI
etarotcepsnIniaMaissuRfoknaByb

snoitutitsnItiderCrof 0 0 0 1 75 85 1 75 85

LATOT 934 431,1 375,1 41 436 846 354 867,1 122,2



1
0

2

B
A

N
K

 O
F

 R
U

S
S

IA

Quantitative and qualitative characteristics of the supervisory staff at the Bank of Russia head office and regional branches
as of January 1, 2006

TABLE 13

eltitnoisiviD

forebmunlatoT
fosasnoitisop

,1yraunaJ
6002

forebmunlatoT
fosaseeyolpme

6002,1yraunaJ
gnidulcxe(

)sremit�trap

:mohwfo

ega noitacude
krowfohtgnel

metsysgniknabni

nemow03rednu
ninrob(
dna6791

)retal

sraey05
revodna

ninrob(
dna5591

)reilrae

:mohwfo
deganemow
dnasraey55
nemdnarevo
sraey06dega

revodna

rehgih
yradnoces
lanoitacov

rednu
sraey3

sraey51
revodna

eciffodaeH

tnemtrapeDnoisivrepuSdnanoitalugeRgniknaB 281 371 52 46 02 861 5 41 35 421

tnemtrapeDnoitatilibaheRlaicnaniFdnagnisneciLnoitutitsnItiderC 241 631 62 62 11 031 5 71 03 201

tnemtrapeDlortnoCegnahcxEngieroFdnagnirotinoMlaicnaniF 011 89 42 32 8 59 1 21 8 75

snoitutitsnItiderCrofetarotcepsnIniaM 651 941 23 33 5 741 2 94 21 18

latoteciffodaeH 095 655 701 641 44 045 31 29 301 463

sehcnarblanoigeR

)noitceS(noisiviDnoisivrepuSnoitutitsnItiderC 5.262,1 242,1 861 332 37 091,1 74 76 944 055,1

)noitceS(noisiviDnoitcepsnInoitutitsnItiderC 400,1 489 941 781 83 469 91 66 712 255

)noitceS(noisiviDlortnoCegnahcxEngieroFdnagnirotinoMlaicnaniF 816 806 021 57 02 195 31 14 331 214

)noitceS(noisiviDgnisneciLnoitutitsnItiderC 692 292 44 05 41 282 7 81 28 642

hcnarBwocsoMehtfosnoitceS 746 246 802 801 73 475 95 87 67 654

latotsknaBlanoitaN/snoisiviDlanoigeRniaM 5.728,3 867,3 986 356 281 106,3 541 072 759 617,2

latotaissuRfoknaB 5.714,4 423,4 697 997 622 141,4 851 263 060,1 080,3

% 9.79 4.81 5.81 2.5 8.59 7.3 4.8 5.42 2.17
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Credit institutions grouped by registered authorised capital
as of January 1, 2006

TABLE 14

noigeR
rednU

selburm3
m01otm3

selbur

otm01
m03

selbur

otm03
m06

selbur

otm06
m051
selbur

otm051
m003
selbur

selburm003
revodna

latoT

1 2 3 4 5 6 7 8 9

latot,noitaredeFnaissuR 65 601 502 212 722 402 342 352,1

tcirtsiDlaredeFlartneC 81 04 97 811 821 141 091 417

noigeRdorogleB 0 1 0 2 1 2 0 6

noigeRksnayrB 0 0 0 1 0 0 0 1

noigeRrimidalV 0 0 1 0 1 1 0 3

noigeRhzenoroV 0 0 0 1 2 0 1 4

noigeRovonavI 1 0 1 2 1 0 0 5

noigeRagulaK 0 0 0 1 2 1 1 5

noigeRamortsoK 1 1 1 1 0 0 1 5

noigeRksruK 0 1 0 1 0 0 0 2

noigeRkstepiL 0 0 0 0 1 1 0 2

noigeRlerO 0 0 0 2 0 0 0 2

noigeRnazayR 0 1 0 3 0 0 0 4

noigeRksnelomS 0 2 0 1 0 0 1 4

noigeRvobmaT 0 0 1 0 1 0 0 2

noigeRrevT 2 2 1 2 0 0 0 7

noigeRaluT 0 2 0 3 1 0 0 6

noigeRlvalsoraY 0 0 4 5 0 1 0 01

wocsoM 41 92 86 09 611 231 281 136

noigeRwocsoM 0 1 2 3 2 3 4 51

)drocerehtrof(noigerwocsoM 41 03 07 39 811 531 681 646

tcirtsiDlaredeFnretseW�htroN 8 01 22 51 31 6 01 48

aileraKfocilbupeR 0 0 0 0 1 0 0 1

cilbupeRimoK 1 0 2 1 0 0 0 4

noigeRkslegnahkrA 1 2 0 1 0 0 0 4

aerAsuomonotuAsteneN:hcihwfo 0 0 0 0 0 0 0 0

noigeRadgoloV 0 0 4 1 2 0 1 8

noigeRdargninilaK 1 0 3 5 1 1 1 21

noigeRdargnineL 0 0 2 0 1 0 0 3

noigeRksnamruM 1 0 1 0 0 2 0 4

noigeRdorogvoN 0 1 0 0 0 1 0 2

noigeRvoksP 0 2 0 0 2 0 0 4

grubsretePtS 4 5 01 7 6 2 8 24

tcirtsiDlaredeFnrehtuoS 81 53 92 51 91 9 3 821

ayegydAfocilbupeR 1 4 0 0 0 0 0 5

natsehgaDfocilbupeR 9 21 01 2 2 1 0 63

aitehsugnIfocilbupeR 1 1 0 0 0 0 0 2

cilbupeRraklaB�onidrabaK 1 2 1 1 1 0 0 6

hcgnaTgmlahK—aikymlaKfocilbupeR 0 0 0 0 2 0 0 2

cilbupeRssekrehC�iahcaraK 1 1 3 0 0 0 0 5

ainalA—aitessOhtroNfocilbupeR 0 1 2 0 2 1 0 6

cilbupeRnehcehC 0 0 0 0 0 0 0 0

yrotirreTradonsarK 1 3 6 2 7 1 1 12

yrotirreTloporvatS 1 6 1 2 0 0 0 01

noigeRnahkartsA 0 4 0 0 0 1 0 5

noigeRdargogloV 0 1 1 3 0 1 0 6

noigeRvotsoR 3 0 5 5 5 4 2 42
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END

noigeR
rednU

selburm3
m01otm3

selbur

otm01
m03

selbur

otm03
m06

selbur

otm06
m051
selbur

otm051
m003
selbur

selburm003
revodna

latoT

1 2 3 4 5 6 7 8 9

tcirtsiDlaredeFagloV 6 5 42 62 83 22 52 641

natsotrokhsaBfocilbupeR 0 0 2 3 4 2 1 21

lEiiraMfocilbupeR 0 0 1 0 0 0 0 1

aivodroMfocilbupeR 0 0 1 0 2 1 0 4

natsrataTfocilbupeR 1 0 3 3 5 3 21 72

cilbupeRtrumdU 0 1 2 2 2 0 2 9

cilbupeRhsavuhC 1 0 2 0 2 0 0 5

noigeRvoriK 0 0 1 0 1 0 1 3

noigeRdorogvoNynhziN 1 1 2 3 6 5 1 91

noigeRgrubnerO 0 0 2 3 0 2 2 9

noigeRazneP 0 0 0 1 0 0 1 2

noigeRmreP 1 0 3 1 1 1 2 9

noigeRaramaS 1 1 3 1 8 6 3 32

noigeRvotaraS 0 2 1 5 7 2 0 71

noigeRksvonaylU 1 0 1 4 0 0 0 6

tcirtsiDlaredeFlarU 2 4 31 51 8 31 21 76

noigeRnagruK 0 1 2 1 1 0 0 5

noigeRksvoldrevS 2 1 4 5 2 8 5 72

noigeRnemuyT 0 1 4 7 3 3 5 32

aerAsuomonotuAisnaM�ytnahK:hcihwfo 0 1 0 5 0 2 4 21

aerAsuomonotuAsteneN�olamaY 0 0 3 1 0 1 0 5

noigeRksnibaylehC 0 1 3 2 2 2 2 21

tcirtsiDlaredeFnairebiS 2 8 32 41 31 9 2 17

iatlAfocilbupeR 0 0 4 1 0 0 0 5

ayitayruBfocilbupeR 0 0 0 0 1 1 0 2

avyTfocilbupeR 0 1 0 1 0 0 0 2

aissakahKfocilbupeR 0 1 1 0 0 1 0 3

yrotirreTiatlA 0 1 3 2 1 0 1 8

yrotirreTksrayonsarK 0 0 2 1 2 1 0 6

aerAsuomonotuArymiaT:hcihwfo 0 0 0 0 0 0 0 0

aerAsuomonotuAknevE 0 0 0 0 0 0 0 0

noigeRkstukrI 0 0 2 4 2 1 0 9

aerAsuomnotuAtayruBadrO�tsU:hcihwfo 0 0 0 0 0 0 0 0

noigeRovoremeK 0 1 2 1 2 2 0 8

noigeRksribisovoN 2 2 5 0 3 1 1 41

noigeRksmO 0 2 2 2 1 1 0 8

noigeRksmoT 0 0 1 1 1 1 0 4

noigeRatihC 0 0 1 1 0 0 0 2

aerAsuomonotuAtayruB�nigA:hcihwfo 0 0 0 0 0 0 0 0

tcirtsiDlaredeFnretsaEraF 2 4 51 9 8 4 1 34

)aitukaY(ahkaSfocilbupeR 0 1 1 2 2 0 0 6

yrotirreT)emitiraM(yiksromirP 1 1 4 0 2 1 0 9

yrotirreTksvorabahK 0 1 2 1 1 0 1 6

noigeRrumA 0 1 2 0 1 1 0 5

noigeRaktahcmaK 1 0 4 3 0 0 0 8

aerAsuomonotuAkayroK:hcihwfo 0 0 1 0 0 0 0 1

noigeRnadagaM 0 0 1 1 0 1 0 3

noigeRnilahkaS 0 0 1 2 2 1 0 6

noigeRsuomonotuAhsiweJ 0 0 0 0 0 0 0 0

aerAsuomonotuAeehckuhC 0 0 0 0 0 0 0 0
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Quantitative characteristics
of credit institutions

TABLE 15

rotacidnI 6002,1yraunaJfosA 5002

ytirohtuAnoitartsigeRehtroaissuRfoknaBehtybderetsigersnoitutitsnitidercfo.oN
noisicedaissuRfoknaBehtfosisabehtno 904,1 9

snoitutitsnitidercknab�non:hcihwfo 35 3

snoitarepogniknabtcudnocotdesnecilsnoitutitsnitidercgnitarepofo.oN 352,1 8

snoitutitsnitidercknab�nonhcihwfo 84 3

noitasinagroerfotluserasadehsilbatsesnoitutitsnitidercfo.oN — 6

noitisiuqcafotluserasapudnuowsnoitutitsnitidercfo.oN — 41

sknabgniriuqcafosehcnarbotnidenrutsnoitutitsnitiderc:hcihwfo — 8

sknabotnisnoitutitsnitidercknab�nonmorfdenrutsnoitutitsnitidercfo.oN — 1

snoitutitsnitidercknab�nonotnisknabmorfdenrutsnoitutitsnitidercfo.oN — 0

secnecillanoitiddagniniatboybseitivitcafoegnarehtdednapxehcihwsnoitutitsnitidercfo.oN — 95

:hcihwfo

egnahcxengierofhtiwsnoitarepogniknabtcudnocot — 41

ycnerrucngierofnidnaselburniroselburnistisopeddlohesuohekatot — 41

slatemsuoicerphtiwsnoitarepotcudnocot — 01

slatemsuoicerphtiwsnoitarepotcudnocotsecnecilybstimrepdecalperhcihwsnoitutitsnitiderc — 0

ecnecillarenegagniniatbosnoitutitsnitiderc — 11

detfilgniebsnoitcirtseroteud5002nidecalpersecnecilriehtdahhcihwsnoitutitsnitidercfo.oN — 01

:snoitutitsnitidercybdlehsecnecilfosepytehtnoscimanyD 992,1 352,1

stisopedekatot 561,1 540,1

ycnerrucngierofnisnoitarepotcudnocot 938 728

secnecillareneg 113 103

)timreproecnecil(slatemsuoicerphtiwsnoitarepotcudnocot 281 481

selburnoillim,5002nilatipacrotcesgniknabdesirohtuaetagergganiegnahC 864,083 773,444

latipacdesirohtuaderetsigerybsnoitutitsnitidercfognipuorgniegnahC

:hcihwfo

selburm3rednu 37 65

selburm01otm3 331 601

selburm03otm01 232 502

selburm06otm03 522 212

selburm051otm06 112 722

selburm003otm051 191 402

revodnaselburm003 432 342

5002nisnoitutitsnitidercfosehcnarbforebmunniegnahC 832,3 592,3

sehcnarbknabrebS:hcihwfo 110,1 900,1

5002nisnoitutitsnitidercfosnoisividlanretniforebmunniegnahC 076,72 436,92

:hcihwfo

seciffolanoitidda 860,9 863,11

seciffohsac 194,81 266,71

seciffotiderc�hsac 111 406



For notes
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