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RUSSIAN BANKING SECTOR IN APRIL 2013
M.Khromov

In April 2013, the Russian banking sector was driven by the same principal trends that were observed
in the first quarter of the year. Real sector lending kept slowing down in spite of higher growth rates in
household savings. In addition, allowances for provisions for losses on loans and other assets began to
have an increasingly inhibitory effect on the financial efficiency of the Russian banking sector.
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Fundraising

The growth in household bank deposits which was reported in the previous review continued in
April 2013. Household bank deposits reached their highest growth value of 3.1% (Rb 458bn) during
the month. Ignoring year-end peak gains, it was the highest growth rates in bank deposits since the
spring of 2010. Annual growth rates reached 21.0%, thereby resuming the values of the fall of 2011.

Balances of corporate accounts were reduced by 0.4% (-Rb 51bn) in response to seasonal tax
payments to the federal budget during the month. Nevertheless, annual growth rates in this type
of liabilities increased up to 12.1%. However, it is too soon to speak about any steady growth dy-
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namics in corporate accounts and
deposits.

A shift from current accounts
in favor of term deposits was ob-
served in the term structure of
corporate accounts and deposits
in April 2013. Balances of set-
tlement and current accounts
contracted 3.1% (Rb 359bn),
whereas deposits increased 2.5%
(Rb 296bn). As a result, term de-
posits accounted for more than

61

F 61
- 60
- 60

r 59
- 58
- 58

57
57

10
9 J==
SesS N —

8 <=\ P—

7 S eao”S. —

é ~— —

— SN r 59

5 _— Ve STV -

4 — SN

3

2

1

0 — T T T T T T T T T T T T T T T T
O O 0O 0O 0O 0O — — — — — — NN NN NN ™ ®
O O O O O O O O O O O O O O O O © O O O
N g & ¢ & 3§ § 3§ § A
N ¥ v © o & o ¥ ¥ o o &N o ¥ Y 0B o o o ¥
@ o o Q9 - - 0 9 o o - - O o oo o — = 9 Q9
O O O O oo o o o o oo oo oo oo o o

State banks
Other banks
=== A share of state banks in the Russian banking system

55% of total corporate accounts
and deposits at banks, reaching a
new highest.

Fig. 3. Dynamics in state and other banks’ retail deposits (Rb trillion),
and a share of state banks in the retail deposit market (%, right-hand
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Table 1

RUSSIAN BANKING SYSTEM'S STRUCTURE OF LIABILITIES (AT MONTH END), AS PERCENTAGE OF TOTAL

Liabilities, Rb trillion 28022 29430 33805 41628 41533 44266 45861 49510 48429 49165 49839 50693
EBquity 141 193 187 169 175 168 169 162 168 167 167 166

Loans from the Bank 120 48 1.0 29 35 51 51 54 45 45 45 44
of Russia

Foreign liabilities 164 121 11.8 11.1 102 11.3 11.0 10.8 105 10.6 104 10.8

Clowporlio 2ego il 936 259 257 26.0 25.7 240 233 24 241 242 239 234
and deposits

Outstanding securities

Source: Central Bank of Russia, IET’s estimates.
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Fig. 5. Dynamics in state and other banks’ retail loans, (Rb trillion),
and a share of state banks in the retail loan market (%, right-hand grid)
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Fig. 6. Dynamics in state and other banks’ corporate loans (Rb trillion),
and a share of state banks in the corporate loan market
(%, right-hand grid)

A combination of high interest
rates and a substantial nominal
volume of indebtedness entailed a
heavier debt burden upon house-
hold income. In Q1 2013, schedu-
led (according to loan repayment
schedules) household expendi-
tures on bank loan service ac-
counted for 12% of disposable
household income (Rb 976bn)
against 9% (Rb 473bn) at the
height of the crisis in Q1 2009.

Higher debt burden wupon
household income degraded the
quality of retail credit portfolio. A
share of retail loans in arrears and
volume of provisions for losses on
retail loans began to grow early
in the year. These values grew
up in response to a higher growth
rate in values of the loans in ar-
rears and the provisions rather
than slower growth in total credit
portfolio. For example, the value
of loans in arrears increased 15%
since May 1, 2013 against just 6%
during the preceding year.

The retail credit portfolio might
grow at slower rates with gradual
deterioration of its quality by the
end of year. The occurrence of a
large-scale bad debt crisis in this
loan market segment will depend
on the dynamics in household in-
come and financial ability to time-
ly discharge obligations to banks.

Lending to corporate customers kept slowing down. Loans in arrears increased 1.7% (Rb 311bn)
in April, whereas annual growth rates in loans in arrears declined to 13.4%, being equal to the
value observed early in 2011. Nevertheless, the quality of credit portfolio remained stable in the
corporate segment of the market. Loans in arrears remained at 4.4%, while loan loss provisions

accounted for 7.2% of total credit portfolio.

Table 2

RUSSIAN BANKING SYSTEM'S STRUCTURE OF ASSETS (AT MONTH END), AS % OF TOTAL

12.08 12.09 12.10 12.11 03.12 06.12 09.12 10.12 01.13 02.13 03.13 04.13

Assets, Rb trillion 28022 29430 33805 41628 41533 44266 45861 47096 48429 49165 49839 50 693
Cash 30 27 27 29 24 25 26 26 26 25 25 27
and precious metals

Deposits in the Bank 75 69 71 42 32 30 28 27 29 31 33 30
of Russia

Interbank operations 52 54 65 64 62 58 58 61 67 66 64 6.1
Foreign assets 13.8 14.1 134 143 142 142 139 143 140 146 145 15.0
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Table 2, cont'd

Corporate sector 44 5 44 5 43 6 44 0 44 4 43 6 43 4 42 9 42 3 42 1 41 9

Property 1.9 27 23 24 2.2

Source: Central Bank of Russia, IET’s estimates..




