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Economy and politics in August 1999

Some negative trends of the development of the macroeconomic situation characteristic of July were overcome in August. In the last month of summer 1999, the inflation rate made up 1.6% which is significantly lower than in July. The fall in the money supply growth rate has had a favorable impact on the situation in the monetary sphere. The change of the Head of the government practically has not affected the state of the foreign exchange and security markets.

Despite the fact that the dismissal of Mr. Stepashin was not accompanied by any radical cabinet reshuffle and the succession of the new government’s economic policy raise no doubts, there are, however, two matters to be noted.

In light of prospects of the pre- election situation, politically, the “ successor” concept proclaimed by the President is senseless because of two reasons. Firstly, the resolution of the current unstable economic situation requires a choice between unpopular measures and concessions to the pre- election populism, which in turn is pregnant with the procrastination of the situation until autumn, closer to the elections, with an adequate reaction of the electorate. The second reason is that the regular dismissal of the Head of the government once again showed that any Premier carries no weight as an independent political figure, while the ties to the President are fatal politically.

It would be premature to make a conclusion regarding the government’s readiness to undertake decisive and painful in short- term perspective steps aimed at tightening the monetary policy. The need to provide the pre-election “capacities”, concentration of financial, technical, etc. resources for the election campaign determine the parliament’s strong dependence upon pressure groups and regional leaders’ positions and, therefore, the parliament’s strong pressure on the executive power in order to change parameters of the 2000 budget (including the proportions of tax revenues distribution between the federal center and regions). It is the debates on the 2000 budget Bill which should become a certain real indicator of the government’s intentions.

The change of the Premier has not affected the foreign investors’ mood towards prospects of the Russian market. The unregulated problem of payments to foreign participants in the GKO market, political risks, lack of adequate attractive instruments in the security market resulted in an extremely low level of investors’ expectations. At the same time the scandal which burst out in August regarding an alleged stealing of the international financial institutions’ funds by the Russian establishment together with the national criminal structures is especially notable. It is hard to imagine that such sharp accusations are based only on the summer informational hunger in the Western media or the US pre- election campaign. In addition to the said reasons (and an actual large- scale phenomena of convergence of the financial capital’s and top authorities’ interests which was frequently discussed and written about during last years), it is necessary to emphasize an additional factor. The campaign started in the conditions of a visible revitalization of the Russian economy which annoys potential competitors: both in the capital market and the market of export goods. In such context, the “steel case” outlines those future trade wars which Russia will have to wage for the industrial countries’ markets, and a discrediting of a country is one of the weapons used in such wars.

V. Mau

T. Drobyshevskaya

State of the federal budget
Table 1
Execution of the federal budget of RF by months ( in prices of January 1998)

I
II
III
IV
V
VI
XII
I
II
III
IV
V
VI

Revenue














Profit tax
1695
1548
3255
3958
2984
2134
2592
1061
986
2090
3264
2981
2994

VAT, special tax and excises
11870
10823
12173
11575
11134
11676
14811
9849
7998
9729
11375
8369*
10261

Taxes on foreign trade and foreign economic activities
1846
2323
2434
2422
4262
2717
3714
1631
2461
3036
3001
2583
4411

Other taxes, levies and payments
381
579
605
572
238
485
298
177
513
349
783



Overall taxes and payments
15793
15274
18467
18528
18617
17011
21416
12718
11959
15203
18423
15420
19088

Non-tax revenues
3110
3590
4026
3292
4184
4173
11736
1645
65
2753
2621
2394
5200

Total revenues
18902
18864
22493
21820
22802
21185
33152
14362
13383
16634
21044
17814
24288

Expenditure














State administration
546
626
758
855
424
727
1388
131
503
572
627
3619
2515

National defense 
3704
3583
3488
3919
2492
4691
5566
1562
2135
4343
3907



Justice
40
285
187
302
113
210
557
17
126
119
219



Law enforcement activity
1961
2417
2373
2307
2042
1570
3408
302
1674
1645
2265



Fundamental research
360
488
935
433
173
389
486
10
419
286
364



Services to national economy
705
1752
962
1601
1450
3012
3082
54
756
1101
2149



Social services
3039
3544
4525
3992
3437
3922
5985
1660
2750
2943
3488



Servicing  state debt
5074
6860
16216
9182
13406
10203
5604
5473
3725
6139
5056



Other expenditure
4090
3957
5586
6410
5079
6061
15569
3358
6131
3977
4706



Overall expenditure
19519
23512
35030
29001
28615
30787
41644
12566
15284
21125
22781



Loans less repayments
8172
–4648
-12536
-7181
-5813
-9602
-8493
1796
1379
1767
1552



Expenditure and loans minus repayments
27691
16736
35679
29950
29783
31668
38213
14187
16662
22892
24333
33564
17523

Budget deficit (-)
-8789
2128
-13186
-8131
-6981
-10483
-5061
175
-3280
-6258
-3289
-15750
6764

Total financing, of which
8789
-2128
13186
8131
6981
10483
5061
-175
3280
6258
3289
15750
-6764

domestic
2189
-1895
13941
5965
5091
-13063
1765
-7249
1252
1347
-336
33265
-37247

foreign
6600
-233
-755
2166
1890
23547
3296
7074
2028
4911
3625
-17515
30483

Table 2. 

Real tax revenues to the federal budget according to STS data (in prices of January 1998)

1998
1999

I
II
III
IV
V
VI
VII
VIII
IX
X
XI
XII
I
II
III
IV
V
VI
VII

25186
10804
12460
12711
10222
11131
12166
10606
6409
9090
11226
21979
10262
11811
12519
12525
10728
11590
13036

The data on execution of the federal budget  from January to July 1999 are represented in Table 1. The deflation of the indices was made using CPI. As the Table shows, in June the level of tax revenues  and  generally  the level of revenues in real equivalent grew.

For the first half 1999, the level of revenues made up 13.3% of GDP
 ( for the respective period of 1998 the revenues made up 10.8% of GDP, and 11.3% of GDP for 1998 as a whole), including 11.5% of GDP at the expense of tax revenues ( 8.9% of GDP and 8.8% of GDP, respectively), while the level of expenditures made up 16.0% of GDP ( 14.7% of GDP from January to June 1998 and 14.5% of GDP for the whole 1998). Such  substantial growth in tax revenues  to the federal budget can be attributed  primarily to  the sharp growth in revenues from taxes on foreign trade, while the level of regular taxes  collected by the Ministry for Taxes and Duties remained practically unchanged ( see also Table 2).

As of July 1, the level of  budget deficit was 2.7% of GDP ( 3.9% of GDP for the respective period of the prior year and 5.5% of GDP for 1998 as a whole
). During the first half year 1998, the financing of the budget deficit was made mostly at the expense of domestic sources, and to the greatest extent- at the expense of the CBR’s credits.

The dynamics of the actual tax indebtedness towards the federal budget  are represented in Fig.1. As of August 1, 1999, the overall volume of the indebtedness made up Rb. 227 bln. The increment in the indebtedness  which had been noted in June continued in July and made up a. Rb. 10 bln.

As of August 1, 1999, according to the MTC’s data,  the tax revenues to the federal budget made up Rb. 175 bln. When compared with the respective period of the prior year, the tax revenues in prices of January 1998 in real equivalent remained approximately the same.
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S. Batkibekov

Monetary Policy

During late July – August 1999 the pace of consumer price growth slightly slowed down (see Fig. 1). Nevertheless, the CPI increment in July became higher than during the previous two months and amounted to 2.8%. According to preliminary estimates, in August the inflation goes down to 1.5 – 1.7%.

Figure 1
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As we mentioned in the previous report, the money expansion during last half year and growth of petroleum prices were the main sources of inflation acceleration in July 1999. The total increment of monetary base has made 28.5% for the period between the very beginning of 1999 and mid-August (see Fig. 2 and Tab. 1). The monthly increments were 9.03% in April, 7.22% in May and 7.40% in June. In July, the monetary base grew by 0.7%, for the first three weeks of August – by 2.34%. The rate of M2 money aggregate amounted to 21.0% between January and May 1999.

The growth of petroleum prices reached 15.2% in July 1999. Thus, for a last year (1st of August 1998 – 1st of August 1999) the petroleum prices grew up by 144.5% (for reference, for the same period the CPI growth was 126.5%).

In 1999 important structural changes took place with respect to in relative rates of price rise for individual types of consumer goods. In 1992 – 1998 the growth of prices for services outdid the rates of CPI growth, and increments of prices for food stuffs and non-food consumer goods were below the CPI increments, while during the first seven months of 1999 the food price index was growing by 30.0%, non-food price index – by 26.1%, but the price rise for services made up only 23.1%.

Figure 2.
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In the second half of July – August 1999 one could observe significant fluctuations of the RCB foreign reserves (see Fig. 2 and Tab. 1). The increasing demand for hard currency induced by political destabilisation and expectations of a new ruble devaluation in the very beginning of August has led to a rise in the volume of the RCB interventions and gradual decline in foreign reserves. For the first three weeks of August the contradiction of the reserves amounted to $400 mln., or 3.36%.

Table 1

 Weekly dynamics of the monetary base and foreign reserves of the RCB between May to July 1999


Monetary Base

(bln. rubles)
Growth in Monetary Base (%)
Foreign Reserves

(bln. dollars)
Growth in Foreign Reserves (%)

26.4—2.5.99
224.5
3.17%
11.1
1.83%

3-9.5.99
229.2
2.09%
11.6
4.50%

10-16.5.99
232.1
1.27%
11.3
–2.59%

17-23.5.99
236.7
1.98%
11.6
2.65%

24-30.5.99
240.7
1.69%
12.0
3.45%

31.5-6.6.99
245.6
2.04%
12.0
0.00%

7-13.6.99
254.1
3.46%
12.1
0.83%

14-20.6.99
257.4
1.30%
12.1
0.00%

21-27.6.99
257.3
-0.04%
12.2
0.83%

28.6-4.7.99
259.5
0.86%
12.1
-0.82%

5-11.7.99
264.4
1.89%
11.8
-2.48%

12-18.7.99
265.1
0.26%
11.5
-2.54%

19-25.7.99
263,3
-0,68%
11,0
-4,35%

26.7-1.8.99
260,3
-1,14%
11,9
8,18%

2-8.8.99
263,7
1,31%
11,7
-1,68%

9-15.8.99
267,5
1,44%
11,4
-2,56%

16-22.8.99
266,4
-0,41%
11,5
0,88%

S. Arkhipov, S. Drobyshevsky

Financial Markets

The government securities market. After the temporary growth in quotations of Minfin bonds in late July encouraged by the IMF's decision on granting the first tranche of the new loan to Russia, the tendency to smooth decline in bonds' prices has renewed in August (see Fig. 1). Up to mid-August the quotations of all the issues came back to the level fixed in the second half of June 1999. The renewal of the price growth for Minnfin bonds' was caused by the publication of proposals of the Russian Ministry of Finance concerning restructuring the 3rd tranche of Minfin bonds. The latter was not redeemed in a duly time – on May 14, 1999.

The Ministry of Finance suggests to restructure the 3rd tranche of Minfin bonds by issuing new government liabilities in currency denominated bonds or ruble Federal loan bonds (OFZ) with fixed coupon payments. New currency denominated bonds are to be redeemed in 2007, the coupon rate is at the same level as on all tranches of Minfin bonds – 3% annualised. The term of maturity of new OFZ is 4 years, coupon payments are semiannual, the first one is set on May 14, 2000. The first two coupon payments amount to 15% annualised, the others – 10% annualised. The restructuring will start on November 14, 1999.

In July – August the prices of the Russian eurobonds were stable (see Fig. 2). The only event which affected fluctuations of the prices was the dismissal of S. Stepashin. This induced a brief fall in quotations, mostly in the shortest ones matured in 2001. Despite the fact that the fall was lasting only one day, its intensity reached about 25%. Lately quotations of this issue of eurobonds have stabilised at 1–2% of face-value below the level as of August 9. The prices of eurobonds with the longer term to maturity practically were not battered by the changes in the Russian Government.

Figure 1.
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Figure 2.
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Figure 3.
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Stock market. In July 1999 a positive reaction of the participants in the Russian stock market which was connected with both the successful negotiations with the IMF and the fact that the State Duma generally approved the Government’s package of bills, has come to an end. The next phase of political crisis in August affected the situation on the stock market. However, the change of the Russian Prime Minister was only an additional factor for a stock prices’ fall which started on July 8, 1999 (see Fig.3). In particular, between July 8 to August 6 the RTS Index (by closing prices) dropped from 147.37 to 103.15 points, i.e. by 30%. On August 9 the investors’ reaction on dismissal of Mr. Stepashin was quite moderate. During August 9 the RTS Index grew from 91.59 to 101.72 points. Hence, during the first working day after the government crisis stock prices practically compensated for the 11%-drop fixed at the beginning of the trading session.

In July 1999, the RTS Index dropped from 125.65 to 116.49 points, i.e. by 7.29%. According to preliminary estimations, in August the RTS Index dropped from 116.49 to 104 points. In this case, in August the Index should drop by 10.7%.

Figure 4.
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Along with the fall in the stock prices which started in early July 1999, the investors showed a decreasing interest in this segment of the financial market. This fact is testified by a dropping the turnover in the RTS (see Fig.3). In particular, in June 1999, the total volume of trades in the RTS was $272.13 mln., in July – $330.25 mln. According to preliminary estimations, in August the total turnover in the RTS made only about $185 mln. That is at 44% inferior to the respective index registered in the previous month. It should be noted that the last time the same level of investors’ activity was not noted between March to April 1999 ($186.8 mln. and $161.23 respectively).

In August 1999 the Russian blue chips’ prices dropped. It was stocks of ‘Mosenergo’ – 13.86%, ‘Surgutneftegaz’ – 13.97%, RAO ‘UES Russia' – 14.08%, ‘Rostelekom’ – 20.78% and ‘Megionneftegaz’ – about 22%, quotations of which fell most rapidly (see Fig. 4). One could noted that in contrast to other most liquid stocks, in July quotations of ‘Surgutneftegaz’ and ‘Megionneftegaz’ stocks grew by 19.97% and 24.10%, respectively.

In August 1999 a change in structure of trades in the RTS was not significant. In particular, during the 4th week of August the share of RAO ‘UES Russia’ stocks in the total volume of trades was about 25.79% (during the 3rd week of July their share was about 25.79%), ‘LUKoil’ stocks – 25.21% (17.37% in July), ‘Surgutneftegaz’ stocks – 22.69% (15.42%), ‘Mosenergo’ stocks – 9.23% (11.61%). Hence, in late August the total share of four most liquid stocks was about 82.91% of the overall turnover in the RTS (77.9% in mid-July).

In August 1999, the most important factors for the change in stocks’ quotations were as follows: first of all, the government crisis was over without any appreciable political collisions. The only negative political factor is military operations in Dagestan. These operations are likely to last for a long time.

According to the opinion of the majority of investors, the change of the Prime Minister has not resulted in a change in economic policy. Undoubtedly, frequent changes on the Government’s level complicate negotiations with international financial organizations and other creditors. However in August the key ministers in the economic bloc of the Government kept their posts. That allows expectations for further progress in the negotiation process.

Secondly, investors' estimations regarding a probability of granting of the next IMF tranche of loan are rather mixed. On the one hand, the Russian Government submitted to the State Duma the 2000 Budget bill which is quite tight, supplemented with five tax bills. Moreover, main Russian macroeconomic indicators do not give the IMF any serious grounds to criticize the Government.

On the other hand, in early August the IMF staff expressed their concern due to both the fact that previously the Government and Central Bank of Russia were providing a non-correct information on the value of foreign reserves and operations of the offshore company ‘Fimaco’. The additional factor is the scandal which broke out in late August in the Western media regarding a possible misuse of the IMF funds. According to some reliable sources, a part of this loan was allegedly transferred to the biggest American and European banks. That scandal may make the IMF protract its decision to grant the second tranche of the loan amounted to $640 mln.

On this background, the statement of the Eximbank of Japan made in late August became a very positive factor: the bank intends to grant to Russia $700 mln. from the total sum of $1.5 bln. in the close future.

Thirdly, the negotiations between the Russian Government and the London Club on the problem of the former USSR debts restructuring have not yet brought any qualitative results. The proposals, put forward by the Russian delegation are as follows: a) to restructure payments by the former USSR debts for the two forthcoming years; b) to restructure the full volume of the former USSR debts amounted to $32 bln. Some members of the Club (especially investors who had turned down the GKO-OFZ scheme of restructuring) took a tough stand during the negotiations, especially with respect to the writing off of the former USSR debts. Nevertheless, the Russian delegation and the London Club reached an agreement about the schedule of future negotiations. In particular, the next round of negotiations will take place in September 1999.

Fourthly, on August 11, 1999 the head of the Federal Commission for the Securities Market signed the order ‘On Creation of the Commission of the Federal Commission for the Securities Market for Reviewing Cases of Violation of the Legislation of the Russian Federation on Protection of Rights and Legal Interests of Investors on the Securities Market’. Undoubtedly, in stable economic conditions this decision would be very significant. However, in August 1999 it was negative factors which dominated at the Russian stock market.

Fifthly, in August oil prices at the international markets were at quite a high level. Between August 4 to August 30 the price of dated Brent oil grew from 19.13 dollars per barrel to 20.62 dollars per barrel. Between August 3 to August 27 the price for the Russian Urals oil (c.i.f. Mediterranean ports) grew from 18.82 dollars per barrel to 19.91 dollars per barrel. Hence, the trend to growth in international oil prices is still the factor causing growing demand for the Russian oil companies’ stocks. On the other hand, the Government’s intention to increase the export duty on oil and oil products may decrease the investment attractiveness of the Russian oil industry.

Sixthly, in August 1999 the situation at both the largest foreign and developing stock markets was rather contradictory. The majority of the developed stock markets demonstrated growth in quotations. In particular, in August the Dow Jones Industrial Average Index reached the record value of 11299.76 points (see Fig.5). At the same time demand for stocks at the developing stock markets fell (see Tab.1).
The decision the US Federal Reserve of August, 24, 1999, to increase the discount rate by 0.25 percentage points to the level of 5.25% annualized became one of the factors dominating over the world stock markets. As we predicted in the previous report, investors expected this decision of the US Federal Reserve. However, the mere fact of the increase of the discount rate has led to some redistribution of investors’ assets at the expense of developing markets. In addition, the outflow of assets from emerging markets was related to the risk of default by external debt in Ecuador and Ukraine.

Table 1. 

Dynamics of the Foreign Stock Indices

as of August 30, 1999
value
the change in value during the last week (%)
the change in value during the last month (%)

The Dow Jones Industrial Average (USA)
10914.13
-3.41%
2.52%

Bovespa Index (Brazil)
10524
3.37%
3.07%

IPC Index (Mexico)
5174.80
-0.77%
1.33%

Nikkei-225 (Japan)
17918.97
-1.73%
0.52%

DAX-30 (Germany)
5392.53
1.71%
5.13%

CAC-40 (France)
4657.44
3.79%
6.39%

Figure 5.
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Interbank loan market. During the second half of July – August 1999 the interest rates on 'overnight' interbank credits fluctuated within the range of 4 – 18% annualised (see Fig. 6). As we noted in the previous report, an increase in volatility of interest rates both on actually given loans (MIACR) and indicative rates (MIBID, MIACR) is related to the growing activity of the market participants. In August the balances on accounts of commercial banks in the Russian Central Banks were maintained on the level noted as of the second half of July, i. e. between 45 to 50 bln. rubles.

Figure 6.
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Foreign exchange market. A year after the August 1998 crisis, the situation at the Russian foreign exchange market was once again affected by political factors. During several days after the dismissal of S. Stepashin, the households’ demand for dollars grew significantly. Nevertheless, the cash dollar exchange rates in commercial banks grew only by 1 – 2 rubles per dollar.

Active interventions of the Central Bank allowed to alleviate the speculative demand for dollars and stabilize the situation at the foreign exchange market. On August 9, 1999, at the single trade session in the SELT the dollar exchange rate reached 25.29 rubles/$. Hence, the exchange rate made up only about 3% compared to the value registered on August 6. During the next days, the dollar exchange rate was slowly falling. By late August, it fell to 24.75 rubles/$. As a result of the Central Bank’s interventions, between August 9 to August 15 the CBR’s foreign reserves dropped from 11.7 to 11.4 bln. dollars, i.e. by 2.65% (for more details see Tab.1 in section on Monetary Policy).
In July 1999, the official dollar exchange rate practically did not change: it dropped from 24.22 rubles/$ to 24.21 rubles/$ (see Fig.7). That corresponds to –0.12% a month. The ‘today’ dollar exchange rate in the SELT fell from 24.210 rubles/$ to 24.195 rubles/$, i.e. by 0.06% a month. In July the ‘tomorrow’ dollar exchange rate dropped from 24.259 rubles/$ to 24.253 rubles/$, i.e. by 0.02% a month.

In August 1999 the official dollar exchange rate grew from 24.19 rubles/$ to 24.75 rubles/$. That corresponds to 2.32% a month, or 31.6% annualized. According to preliminary estimations, in August the ‘today’ dollar exchange rate in the SELT grew from 24.195 rubles/$ to 24.749 rubles/$ (as of August 27), i.e. by 2.29% a month (31.24% annualized). According to preliminary estimations, the ‘tomorrow’ dollar exchange rate grew from 24.253 rubles/$ to 24.804 rubles/$ (as of August 27). That corresponds to 2.27% a month, or 30.97% annualized.

An appreciable growth in the demand for dollars has resulted in an increased value of trades in the SELT. According to preliminary estimations, in August the overall trading volume of the most liquid ‘today’ and ‘tomorrow’ contracts made up 105700 mln. rubles and 34400 mln. rubles, respectively. In this case, the total volume of turnover by the contracts should be at 32.5% superior to the respective index registered in July.

On August 30, 1999 the Russian Central Bank is authorities decided to r-introduce the special foreign currency auction for non-residents, starting from September 1999. At these auctions investors can sell rubles from the scheme of restructuring GKO-OFZ for dollars. At four previous auctions foreign investors' purchases of dollars amounted to $200 mln., while at those auctions the special dollar exchange rate was at 10% superior compared to the market one. The Russian Central Bank is likely to consider a renewal of auctions as a variant of the quasi-budget operation. However, it should be noted that the CBR’s decision would lead to further decrease the low non-residents’ demand for the Russian stocks at the Russian market.

Figure 7.
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Figure 8.
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In August the ‘German Mark/ruble’ exchange market demonstrated the same tendencies as those characteristic of the ‘dollar/ruble’ market. An increased demand of investors to this segment of financial market has reflected in twofold growth in the trading volume on German Mark in the SELT. According to preliminary estimations, in August the turnover on German Mark in the SELT would be about 410 mln. rubles. That corresponds to 103% increment relative to the respective index registered in July (201.85 mln. rubles).

In July 1999, the official ‘German Mark/ruble’ exchange rate grew from 12.82 rubles/DM to 13.19 rubles/DM. That corresponds to 2.89% a month (40.7% annualized). In July in the SELT the ‘tomorrow’ German Mark exchange rate grew from 12.818 rubles/DM to 13.266 rubles/DM, i.e. by 3.39% a month, or 50.99% annualized.

In August 1999 the official German Mark exchange rate growth rate slowed down: the DM grew from 13.19 rubles/DM to 13.25 rubles/DM (see Fig.8). That corresponds to 0.45% per month (5.60% annualized). According to preliminary estimations, in August the ‘tomorrow’ German Mark exchange rate in the SELT grew from 13.266 rubles/DM to 13.294 rubles/DM (as of August 26). That corresponds to 0.21% a month (2.56% annualized).
Table 2. 

Indicators of Financial Markets

month
April 99
May 99
June 99
July 99
August 99*

inflation rate (monthly)
3.0%
2.2%
1.9%
2.8%
1.6%

annualised inflation rate by the month’s tendency
42.6%
29.8%
25.3%
39.3%
21.0%

the RCB refinancing rate
60%
60%
55%
55%
55%

annualized yield to maturity on OFZ issues
80.39%
75.90%
30.06%
65.79%
69%

volume of trading in the secondary GKO-OFZ market a month (billion rubles)
3.35
4.28
15.49
9.22
15

yield to maturity on Vneshbonds issues by the end of the month (% a year):






3rd tranche
6557%
–
–
–
–

4th tranche
104.7%
80.3%
54.2%
58.7%
61%

5th tranche
51.5%
40.1%
28.7%
29.6%
30%

6th tranche
44.9%
42.0%
29.7%
30.6%
31%

7th tranche
33.0%
33.1%
22.4%
22.4%
22%

INSTAR – MIACR rate (annual %) on interbank loans by the end of the month:






overnight
16.7%
5.8%
14.0%
16.3%
8%

1 week
11.2%
11%
20%
10%
12%

official exchange rate of ruble per US dollar by the end of the month
24.23
24.44
24.22
24.19
24.75

official exchange rate of ruble per Euro by the end of the month
25.73
25.52
25.07
25.94
25.92

average annualized exchange rate of ruble per US dollar growth
0.21%
0.87%
-0.90%
-0.12%
2.32%

average annualized exchange rate of ruble per DM growth
-0.81%
-0.82%
-1.76%
3.47%
-0.01%

volume of trading at the stock market in the RTS for the month (millions of USD)
161.2
197.3
272.1
330.2
185.0

the value of the RTS-1 Index by the end of the month
91.83
97.64
125.65
116.49
104

growth in the RTS-1 Index (% a month)
14.27%
6.33%
28.68%
-7.29%
-10.7%

*/ estimated

S. Arkhipov, S. Drobyshevsky
Investment in the real sector

From January to July 1999, the volume of investment in capital assets at the  expense of all the sources of financing made up Rb. 238.1, or 99.2% to the respective period of the prior year. Since the second quarter, some  weakening of the intensity of investment fall has been observed which was determined by  the growing business activity in the industrial sector and  the construction industry.

Between January to July, enterprises and companies of all kind of ownership built up 115.5 sq.m. of housing, which is at 6.3% more than during the respective period of the prior year. With the  government investment activity  in the housing market decreasing, almost half of the housing placed into operation was financed by the population, at  the expense of its own capital and with credits received. In the first half 1999,  53of 89 Russian regions reported  the volume of housing built exceeded the respective indices registered in the Ist half 1998 . The maintenance of business activity in the house- building sector  is related to both continuation of previously developed projects and  extension of the volume of work. As of early July, given  the current level of loading of production capacities, the contracts concluded by construction companies provided  the formation of production programs  by kinds of work for 2-3 months.

The maintenance of business activity in the construction sector  generates growth in output  of construction materials. Between January to July, the increment in the gross output of the industry of construction materials made up 0.9% relative to the respective period of the prior year. The revitalization of the economic activity in the sector is accompanied by a shift of the activity in those sectors and industry branches which are oriented towards new technologies in construction and  particularly to  the development of import- substituting kinds of products. When compared with the period from January to July 1998, the production increment in the building ceramics sector made up 26.4%, roof materials- 51.3%,  in- house facilities ( by certain kinds)- 12.3%- 63.9% . It is these industry branches  in which during recent years  the production restructuring  has been accompanied by an active production modernization based upon modern domestic and foreign technologies, and  by creation of  joint ventures with  the foreign capital’s participation. With the  change of the economic situation and the sharp fall in the demand for expensive import products, the domestic producers  have been successful in filling in the  respective niches by  supplying  competitive, in terms of prices and quality, construction materials. In addition, the dynamics and structure of output  of the construction materials are under a significant impact of both the change in the ratio between the production and social and civil construction, and the introduction of new building and assembly technologies. Thus given that the growth in output of wall materials made up 14.1% compared with the period between January to July 1998, the output of  module concrete items grew by only 2.5%.

The comparative analysis of the price dynamics for construction materials and capital construction this year shows that the advanced price rise for capital goods an products of the industry of construction materials generate the price rise for housing. Notably enough, after some slowdown of the price rise rate in the housing market in the wake of the August 1998 crisis, the trend to the price rise for housing has renewed since the second quarter 1999. The situation is inverse in the market for secondary housing which may be attributed to the growth in  the supply of  in principle new, modern kinds of housing. Since the second quarter 1999, in the secondary market one has observed a 3.2% price fall for 1 sq.m. In all,  since early 1999 to June, the price for 1 sq.m. of the overall area of  an apartment in the primary market has grown by 32.8%, and in the secondary market- by 15.0%. The price dynamics for housing depends rather  substantially on the quality of apartments. Since the beginning 1999, it is elite  housing which experienced the most intensive growth rate, both in the primary ( at 38.0%) and secondary ( 30.2% markets). In regular houses, the price for 1 sq.m. of the overall area grew by 29.0 in the primary market, and by 24.2% in the houses with the ‘advanced planning’. The price rise for housing in June 1999 when compared with December 1998,  exceeded substantially: CPI ( at 124.5), prices in the capital ( 117.7%)  construction and housing  ( 107.1%) construction.

With the current price level for housing and the population’s  effective demand, the problem of sales of finished housing and expansion of construction at the expense of the population’s capital intensify. The share of savings in the population’s income fell by 6.1 points compared with January- July 1998. Even though the population’s  banking deposits  have tended to grow  since early 1999, however, the use of them for investment purposes  depends on both the ratio between the ongoing consumption and savings, and development of new forms and instruments of crediting of housing programs.

O. Izryadnova

Foreign direct investment in the Russian economy

The increase in the share of  foreign direct investment in the overall volume of investment became characteristic feature  for 1999. By results of the Ist quarter 1999, the said share made up 38.6% which is two times higher than the level registered  for the respective period  in 1998. However the absolute value of direct investment in Russia during the Ist quarter 1999 is accounted for USD 600 mln., which is at 17.4% down compared with the respective index of the prior year. Such a bias to fall in FDI can be attributed primarily to the “watch- and- see” stand taken by Western investors, regardless of the government support that  some of them had  received yet prior to August 17, 1998.
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Many foreign firms which started formation of their own production base in the Russian territory yet prior to the crisis currently intend to complete building up their facilities in order to decrease production costs and obtaining the possibility to respond immediately and flexibly to the price situation. Thus, according to preliminary estimates, the ‘Philip- Morris- Izhora’ plant will be opened ahead of schedule (with the term of completion January 2000). The volume of PM’s investment in the facility makes up USD 320 mln. The German company Erhmann is to complete the construction of a milk- processing plant in Ramenskoye (the Moscow Oblast) in which Ehrmann is a major investor (DM 50 mln.)

The geographic structure of the accumulated FDI differs from the respective structure of the overall volume of investment by less concentration of capital and by composition of countries- major investors. As of April 1, 1999, the share of the ten countries- exporters of FDI in Russia makes up 82% of the aggregate direct investment (USD 8.16 bln.). The respective index. In terms of overall investment is accounted for 90%. The change in geographic structure of foreign investment in Russia is testified by the fact that Japan which previously had not been listed even in the “Top Ten” of countries exporting their capital to Russia, recently (as of April1, 1999) has been ahead of France in terms of the aggregate volume of direct investment (USD 141 mln. versus 120 mln., respectively).

In all, FDI accu8mulated by the end of the Ist quarter 1999 makes up USD 9.959 bln., and their share in the overall volume of aggregate investment is accounted for 38.2%.

One of the main reasons for a weak activity of foreign investors in this country is the underdeveloped legislation related to attraction of foreign capital in Russia.

In order to encourage an inflow of foreign investment in the Russian economy in 1999, the legislative power at the federal level undertakes a number of measures: thus on July 2, 1999, the Federation Council approved the law passed by the State Duma on June 25 “On foreign investment in the Russian Federation”. The crucial provisions of the Law include main guarantees for investors in their entrepreneurial activity in the Russian territory. In the meantime, the work on amendments to the Law “On production sharing agreements” and related bills is under way.

E. Ilyukhina
Dynamics of foreign assets and liabilities of the Russian 
banks in the first half 1999

The currently available statistics allow following  the dynamics of the Russian banks’ foreign assets and liabilities until early June 1999.

For the period of time since the 1998 crisis, the foreign- exchange position
 that the Russian banks hold towards foreign financial market has experienced dramatic changes. Given that during the period prior to the crisis, net foreign assets of the Russian banks were negative, by  late 1998 their liabilities towards non- residents once again became inferior to their assets placed abroad.

At the same time  during the first months 1999 net foreign assets grew, and by late May the  volume of the assets exceeded 20% of the overall amount of foreign assets (see Fig.1). The ratio between the amount of net foreign assets and foreign assets was approximately the same in the second half 1996.. Such dynamics of the position on foreign transactions  emerged under the impact on the part of the contraction of the amount of the banks’ liabilities towards non- residents, on the one hand, and some growth in foreign assets on the other hand. The main contraction in foreign liabilities fell on 1998. During second half 1998, their value in USD equivalent fell by 42%- from  USD 17 to 9.2 bln.( see Fig.2). However, the deterioration of the banks’ situation was taking place at apace higher than the acceleration of their obligations towards non- residents, and   since October 1998 the ratio between the banks’ liabilities towards non- residents and  capital of the former has remained at the level over 100% ( see Fig.3).

In the first half 1999 foreign assets continued their gradual growth at  the monthly pace of 3.3% in USD equivalent. At present, the foreign assets’ role in the overall amount of the Russian banks’ assets is much higher than a year ago. The depreciation of Ruble led to an automatic  growth in the proportional weight of the foreign exchange component of the banks’ balance sheets. As a rule, that took place on the background of the contraction of  the overall amount of assets in USD equivalent. As a result, the share of foreign assets in the overall amount of the Russian banks’ assets grew from 9.5% ( as of July 1, 1998) up to 22.6% ( as of June 1, 1999) ( see fig. 4).

Hence, less then one year after the  beginning of the crisis, the development if the Russian banks’ operations with non- residents has resulted in the fact that the…. of the national banking system with respect  to foreign transactions  has stopped  to be the factor of pressure on the country’s foreign reserves ( see Fig.5) ( if  the banks’ liabilities on current transactions are not taken into account). The information regarding the volume of the liabilities is still estimated, while the banks were left alone to cope with the problem of  managing their positions. At the same time, one cannot help but agree with the  opinion expressed by ‘Euromoney’

 in  an article on results of the audit of 18 Russian banks: the journal states that no reform of Russia’s banking system may start until regulating the problem of current foreign- exchange contracts. The estimates of the volume of the Russian banks’ liabilities by their forward contracts with non- residents fluctuate from USD 3  up to 7 bln. As of June 1, 1999, the Russian banks’ net foreign assets by the  balance sheet made up USD 3.2 bln., i.e. even with a minimal value of USD 3 bln.,  that turns the positive value of net foreign assets into the value close to zero. The events of recent months show that it is not at all an abstract  possibility, and non- residents have not forgiven and written off the Russian banks’ debts on forwards. After the  calm during last winter, Westerners have reactivated their claims to the court regarding the Russian banks’ liabilities on forward contracts. In July, the Arbitration Court under the Chamber of Commerce  established a precedent by refusing to recognize  a forward contract as  a ‘bet’ deal, as it had happened before in the majority of such trials.

Fig.1 

Dynamics of the Russian banks’ net foreign assets between 1996- 1999




1. net foreign assets to capital, as per cent (IMF’s definition)

2. net foreign assets in per cent to foreign assets

Fig.2 

Foreign assets and liabilities of the Russian banks in 1998 in USD terms
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Fig.3

Correlation between foreign assets and capital ( IMF’s definition)
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Fig. 4. 

Dynamics of assets in the USD equivalent
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Fig.5

Net foreign liabilities of the Russian banks as per cent to foreign reserves
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M. Matovnikov, L. Mikhailov, L. Sycheva

The real sector: factors and trends

The current economic situation is formed under the positive impact of the processes of economic revitalization in the industrial sector and favorable changes in the world market for fuel and natural and raw materials. From January to July 1999, the increment in the volume of gross industrial output made up 4.5%. The positive dynamics in the output are noted in both mining and processing sectors. In the first half 1999, the growth in industrial production was observed in 70% of the Russian regions.

With the change of the situation in the monetary and credit market, and foreign exchange market after the August 1998 crisis, the trends to development of export- oriented and import- substituting production intensifies. The positive production dynamics between January to July 1998 compared with the respective period of the prior year are observed practically in all the industrial complexes. With the growth in effective demand, increase in the share of goods delivered to consumers and growth in cash sales the enterprises slightly improve their financial situation. Between January to July 1999, the profit rate in the industrial sector 2.5 times exceeded the respective level of the prior year, while the share of unprofitable enterprises slid by 7.1 points, respectively. As of early August this year, given the current level of loading the production capacities, the orders for products provide formation of production programs for three months. The comparative analysis of results of the survey on business activity shows that since early 1999 the index of entrepreneurial activity maintains its positive value. 

The current situation is characterized with a growing gap between the rate of production in the industrial sector and the respective rates in the other sectors. The rate of production decline in agriculture made up 3.1%, in the construction sector- 1.2%, in retail trade- 14.4%. The vigorous development of the industrial sector and the corresponding growth in services provided by the transport sector and communication to a significant extent compensate for the contraction in the output in other sectors of the national economy. According to the preliminary results, between January to July 1999, the output of products and goods by the basic industry branches remained at the level of the prior year.

One of the hot issues is the remaining trend to fall in the population’s living standard. Between January to July, the populations’ real disposable income made up 74.5% of the prior year’s level, real salaries and wages – 63.4%, and real amount of pensions- 48.8%. The differentiation of the population by income level intensifies. During the first half 1999, the Gini coefficient reached 0.397 versus 0.375 reported in the respective period of the prior year.

Table 1

The structure of the population’s monetary income, as % to result


1998
1999


Quarters
Quarters


1
2
3
4
1
2

Monetary income- total:
100,0
100,0
100,0
100,0
100,0
100,0

Of which::







Salaries and wages, latent salaries inclusive
62,3
64,9
65,2
64,2
63,9
63,5

Income generated by entrepreneurial activities
14,8
16,3
14,4
15,1
14,5
14,0

Social transfers
15,4
11,4
11,6
13,3
14,9
14,1

Income from the use of propety
5,1
6,0
6,0
5,6
6,4
7,4

Source: Rosstatagentstvo

The structure of the population’s monetary income differs from the one reported in the respective periods of 1998 with a slight growth in the share of income from the use of property, while the share of salaries and wages and revenues from the entrepreneurial activity fall. With the change in the structure of income and distribution of that, the gap between the income of 10% of the wealthiest and 10% of the poorest population grew from 13.2 times registered in the Ist half 1998 up to 1.47 reported for the respective period of 1999. The number of people with the income below the subsistence level grew by 18.8 mln. persons compared with June 1998 and reached 35.3% of the total number of the population.

In its structure of expenditures, the population tends to increase the share of expenditures on current consumption at the expense of the decrease in savings. According to the results of the Ist half 1999, the share of expenditures on purchases of goods and payments for services made up 81.3% of the population’s total income and grew by 5.6 points compared with the respective period of the prior year. Given the current structure and level of prices in the consumer market, the purchasing capacity of the average income per capita fell practically by all the reported food stuffs and non- food products.

The social climate is affected by non-regular payments of salaries, pensions and social subsidies. As of early July, the total indebtedness with respect to salaries and wages made up Rb. 59.0 bln. The share of underfinancing from the budgets of all levels makes up 24.8% of the total indebtedness on salaries and wages. The situation with salaries paid to employees and pensions differs rather substantially from region to region. It is worth noting that 81.8% of the overall volume of budget underfinancing fall on the territorial budgets, while the respective share of the federal budget makes up 18.2%.

On the background of the acceleration of the dynamics of consumer prices and the remaining high level of the population’s inflationary expectations, along with the complicated situation in the all- Russia and regional labor markets, the lack of regularity in paying salaries and wages and social transfers which in the majority of cases are the only source of income, provokes destabilization of the socio- political situation.

O. Izryadnova

Iet monthly trends survey: august 1999

As the results of the August survey on 1000 largest enterprises show, the intensity of production growth reached its maximum value. With the slowdown of the growth in effective demand ( which was also registered by the surveys) the stock of finished products slightly fell. However, that will be unlikely to slow down growth in output: in a normal economy, enterprises’ high optimism and an extremely low level of stock must stimulate production growth.

In August, the growth in effective demand for industrial products slowed down. The share of responses “up” on the whole slid by 7 points after the peak value registered in July and made up 23%. A fall in the index was also registered in all the industry branches except the light industry, forestry, wood- working and paper and pulp production. The reports regarding growth still prevail over reports about decrease in sales- the effective demand continues to grow everywhere except the ferrous metallurgy and food- processing sector.

Fig.1




The fall in barter demand also slowed down in August. The behavior of the data ( see Fig.1) allows assumption that the supplanting of the barter demand by the effective one stopped to expand. The direct ( and therefore more precise) comparison of every enterprise’s report regarding changes in effective and barter demand has proved that in August 1999 the increase in the effective demand was accompanied by the decrease in the barter demand, while the inverse process was registered at 11% of enterprises. In July, this correlation was better: 41% versus 11%, respectively. Nevertheless, the fall in the barter demand continues in all the industry branches except the construction industry, and it is most intensive in the ferrous metallurgy.

In August, the intensity of the growth in industrial output reached its absolute maximum that previously had been registered in April. Only 10% of enterprises reported decrease in output which also breaks any record rate. Responses regarding growth in output prevail in all the industry branches except the food- processing one: the latter experiences the fall in output which lasts for the second month running. The most intensive growth was noted in the ferrous metallurgy.

Fig.2




In August, the deficit of stock of finished goods fell though it is still in place at a very big number of enterprises. During last 2—3 years, the duration and widespread of the deficit of the stock in the national industry have been much higher than in the Western European countries. (see Fig.2). The modern economic theory argues that the estimates of the stock of finished goods are an indicator of market equilibrium between demand and supply ( production). A lack of the stock testifies to the fact that the production cannot (or does not want to) satisfy the demand and accumulate the stock which is normal for the production. In August, excessive stocks appeared in the ferrous metallurgy and food- processing sector, while the other industry branches clearly show the prevalence of responses “below norm”.

In August, the price rise once again slowed down and reached the June level: at that time, its intensity had been most moderate since August 1998. The slowdown was registered practically in all the industry branches.

In August, the projections of the change in output continued to grow and reached their maximum. Only 6% of enterprises project a decrease in their output in autumn 1999. The share of pessimistic projections is especially high in the construction industry (34% obviously because of the seasonal factor) and the food- processing industry (32%), while the share of such reports in the other sectors varies from 1 to 8%.

Since the beginning of this year, projections of the change in prices have fluctuated within the relatively small range. In August, the price rise as a whole made up 6 points. The price rise was also registered in all the industry branches except the light industry. None of the industry branches project an absolute price decrease.

In August, projections of the change in effective demand remained unchanged. The major (63%) part of enterprises does not foresee any change in the volume of cash sales of their products, while projections of growth in sales prevail among those enterprises which expect the respective changes. During the forthcoming months, a decrease of cash sales may become possible only in the construction industry, while the other industry branches have more hopes for the growth in effective demand.

During the last four months, there has been no change in projections of the change in barter demand in the national industry as a whole. The growth is expected by 8% of enterprises which are concentrated mostly in the construction industry and food- processing sector.

S. Tsoukhlo

Foreign trade

During the first half 1999, the prices in the world markets for raw materials were unstable. The trend to decrease in world prices for raw materials which was observed  in 1998 through  early 1999, since March has been replaced  by the price rise, especially for oil. In late June,  the price for Brent  crude oil made up USD 17.5 per barrel versus USD 11-12 registered in early 1999. However, that is significantly lower when compared with the maximum level reported in the Ist quarter  1997- USD 23.6/ barrel.

Despite  growing possibilities for the Russian exporters because of the price rise for raw materials,  the volume of export fell by 12% compared with the Ist half 1998 and made up USD 32.6 bln. Russia’s foreign trade  still has not caught up the  pre-crisis level. In the Ist half 1999, (unregistered officially trade inclusive) Russia’s foreign trade turnover made up USD 52.3 bln., which is at 28.5% down compared with the respective index of the prior year.

The favorable situation in the world prices for energy sources and relatively low  Ruble/USD exchange rate have had a positive impact on the Russian economy. The slowdown of the export fall rate during recent months and  the drastic fall in imports have determined  the growth in the positive foreign trade balance- from USD 1 bln. in the Ist half 1998 up to USD 12.9 bln. between January to June 1999. That is one of the crucial factors which stabilize the dynamics of Rb. exchange rate and allow completion of the Central Bank’s foreign exchange reserves.
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During the first half this year, the turnover of Russia’s  trade with Far- Abroad states made up USD 42.2 bln.- a 25.3% fall compared with the first half 1998.

The Russian exports to non- CIS states fell to a lesser extent than the overall index of exportation from Russia- by 5.6%, and it made up  USD 26.4 bln.

From January to June 1999, the physical volume of the Russian oil exports grew by 18% compared with the prior year. Russia supplied 26.3 mln.t. petroleum derivatives to the world market, and for the six months 1999 received USD 2 bln. export revenues. That is at 7.9% down than during the period between January- June 1998. The average contracting  price dropped  from USD 91.5/t.( in 1998) to 71.5.

The amount of petrol  export supplies made up 1.3 mln.t. worth a total of USD 0.1 bln. That is at 5.4% down compared with the respective period of 1998. The export of diesel fuel made up 12.9 mln.t. worth a total of USD 1.1 bln. ( a 14.6% growth), black oil- 11.2 mln.t.( USD 0.5 bln., or a 27.8% growth).

During the first half 1999, Russia exported 101.1 bln. cubic meters of natural gas worth a total of USD 5.3 bln. According to the data of the State Customs Committee and Rosstatagentstvo, that corresponds the indices  reported for the first six months  1998 in quantitative equivalent and at 25.6% down in terms of  value. That  has happened because of the fall of the average contracting price for gas from USD 70.4/Thous. c.m.  in 1998 to  USD 52.2/Thous.c.m. this year. At the same time Russia supplied 67.2 bln. c.m. to Far Abroad states which is at 11.2% more than between January to June 1998.

Hence, the contraction in the value indices of the Russian exports was determined by the fall of the  average contracting prices. Thus from January to June 1999 relative to the respective period of 1998, the average contracting prices for  the supplies of crude oil to Far Abroad  countries fell by 2.3%, copper and sawed timber- by 19%, aluminum- 22%, nickel- 23%,  rolled ferrous metals- 33%, ferroalloys- 25%, round timber- 5%, cellulose- 26%, nitric fertilizers- 39%,  calcium phosphate- 27%, coal and ammonia- 44%.

The formation of the Russian import has found itself under the impact of  Rb. depreciation and  the population’s low effective demand. In the Ist quarter 1999, import supplies fell by 45.7% relative to the  first half 1998 and made up USD 15.1 bln. The main part of the contraction in import supplies is related to the decrease in procurements of food stuffs and respective raw materials for their production.

The importation of equipment and machinery from Far Abroad fell by 40.8% relative to the respective period of the prior year, however, the share of the  machine- building products in the import supplies form the said countries grew form 33.5% up to 35.7%.

From January to June 1999 the import of petroleum derivatives slid by 86% ( to 369 Thos.t.) compared with the respective period of 1998. The average contracting price for import petroleum derivatives made up USD 303.3/t (between January to June- USD 129.9/t.).The share of  procurements of petroleum derivatives made up 0.4% versus 2.1% in the Ist half 1998.

It was August 1998 since which the CIS countries performed their mutual trade in new conditions resulted from  the Russian financial crisis. The sharp depreciation of Ruble has deteriorated  the disproportions of trade balances of the neighboring countries. In new conditions, it became inefficient to resolve the problem of negative trade balance by growth in exports to Russia. That is why Russia’s largest trade partners within CIS ( particularly Kazakstan) take a strictly projectionist stand in this respect. Nevertheless Russia so far manages to maintain a positive balance in its trade with the CIS countries, which in the first half 1999 made up USD 1.1 bln. ( export made up USD 5.4 bln., and import- USD 4.3 bln.). At the same time the grown competitiveness  of the Russian goods in the neighboring markets provides positive dynamics of the Russian import, regardless of the restrictions imposed on the Russian supplies. Thus given that in January this year the Russian import to the CIS states made up USD 0.6 bln., in June it  grew slightly up to 0.8 bln.

At the same time the mutual  goods turnover of the Commonwealth’s countries should  contract in the short run:  only for the last year it fell by over 30% . Thus, the planned 1999 goods turnover with the largest partner- Ukraine  should not exceed USD 10 bln., which is at 25% down compared with the prior year.

Regulation of foreign trade

Since August 1, 1999, the export duty for crude oil is charged in course of its exportation to both  Far – Abroad and Commonwealth countries, except the countries- members of the Customs Union.

Since August 6,  the Russian government has introduced a temporary special duty on the import of  starch syrup. The duty is accounted for 16% of the respective customs value of the good, but not less than Euro 0.07/1 kg. In compliance with the government resolution, the  duty is introduced for the term of 180 days. The special duty  is not  imposed on the starch syrup imported from the countries- members of the Customs Union. The introduction of the special import duty is necessitated by the damage that the import of starch syrup did to the domestic producers, since the former was  supplied at a price which was significantly lower than the Russian ones.

The government Commission for protecting measures in foreign trade and customs and tariff policy made a decision  to decrease the rate of the import customs duties for technological equipment and  assembly parts by almost 300 items from 30 to 20%. The decision was also made to simplify the procedures regulating rates of  import customs duties within the framework of the Customs Union. These measures will cover over 600 items of the goods assortment.

On August 20 the RF government  adopted a Resolution regarding a partial changes in the customs tariff of the Russian Federation. In compliance with the Resolution, were decreased. the rates of customs duties imposed on some food stuffs and non- food products. Thus, in compliance with the Resolution, the rate of the customs duty on food meat by- products decreased from 15% to 5%, for fish waste- from 10 to 5%. The duty rate for plates, sheets, foil, bends  made from polymers of  vinyl chloride  became 5% instead of the previous 15%. The import duty rate for  wood- fiber plates with density rate over 0.5 g./cubic cm. but not over 0.8 g/ cub.cm. ( without mechanical processing or  coating) decreased from 20 to 10%. The rate for  holding units  and fittings and analogous details used for furniture  became 15%. Wooden parts of the furniture are charged with a customs duty rate of 10% and not less than Euro 0.35/kg ( previously 20%, but not less than Euro 0.7/kg)

The government Commission for projectionist measures in foreign trade made a decision to increase since October 1st export duties for oil from Euro 5 to 10/t., for black oil and diesel fuel- from Euro 9-14/t., petrol- Euro 20/t.

N. Volovik, N.Leonova

On the current order of importation of live- stock products 
in the territory of the Russian Federation 

During recent period of time, it was import of live- stock products which have drawn general attention in Russia’s foreign trade. The reason for that is regular importation of  infested meat products. Because of that, in April 1999 the RF Ministry of Agriculture and Food Stuffs established  the procedures of importation and  consumption of import  live- stock products ( Letter of the RF Ministry of Agriculture and Food Stuffs of April 8, 1999 # 13-8-01/400).

In compliance with the new order, import of the aforementioned products is permitted only with the genuine veterinary certificate enclosed, which is to be issued by the veterinary service of the country of  the good’s origin immediately prior to the exportation of the good from the country of its origin to Russia, with  the specification of an actual concrete consignee. In addition, the importation in the Russian territory of all kinds of live- stock products due to be re- exported via any third countries, including CIS, is prohibited. In a special case, another order of importation is  subject to specification by the veterinary Department.

The order established by the Ministry  provides  the complete prohibition of the import of meat, except  raw meat products, by-products, dairy products, except canned products, from African countries, and the majority of Asian and Latin American countries. The import of beef and beef by- products from UK, Switzerland, Portugal, Greece, and Brazil is banned. The import of  lamb and lamb by-products from UK, Switzerland, Belgium, Sweden, Netherlands, France, Germany, Ireland, Island,  the Slovak Republic, China, and Brazil is also banned.

Since August 1, EC cancelled the embargo on exportation of the British beef which had been  introduced due to the “Mad Cow” disease in UK. However, Russia does not intend to revise its decision regarding  the importation of  the British beef  which  became effective since 1998.

Since June 16, the Russian Veterinary  Service has blocked import supplies of  the Belgian poultry and pork  which are suspected to be contaminated with dioxin. In the meantime,  the lot of the Belgian meat has been stopped and sales of that in the domestic market have been prohibited.

The problem is complicated by the fact that dioxin has been found also in the poultry  and pork feeds  with the subsequent  contamination of meat with the carcinogenic substance. The Belgian company “Werkwest”- producer of the feeding power containing dioxin- delivered  a huge amount of the feeds to other countries- Holland, France, Germany, Poland, etc. In addition, all the live- stock products are susceptible to contamination, including sausage, dairy products and their derivatives. Considering such factors, to set up a barrier in the way of importation of  infested products in Russia  is rather  a hard challenge. Within the framework of the humanitarian food aid, during the first half 1999, 1,79 t. of pork were imported in Russia. In addition, the veterinary authorities found 1,247 t. of poultry and 517 t. of feeds -  both produced in Belgium. Meanwhile, the products have been isolated and sent for  further testing.

To resolve the problem of the Belgian meat imported in Russia, Belgium particularly proposed to change all  its products under the ban in this country for new ones. It is possible, since  the  Belgian  veterinary authorities claim that the danger of  the contamination of the live- stock products with dioxin does not exist any more.

The share of the Belgian meat in the Russian market is small enough to make the Russian meat producers and processing facilities feel the effect of the prohibition of import of the Belgian meat ( Table 1). It is the US  that remains the major exporter of poultry in Russia, though from January to March 1999 Belgium was holding the third  position among major suppliers of poultry and by- products to Russia. At the same time  during recent years Russia bought pork mostly from DK, China, and the US. Since early 1999, China and the US have lost their positions in the Russian market, while between January- March 1999 it was Germany, France and DK who  were holding a leading position in the geographic structure of the Russian  import of pork.. It is worth noting a sharp growth in the import supplies of the Belgian pork: during the Ist quarter 1999 Russia procurements of the Belgian pork were 30 times higher than in the Ist quarter 1998.

It is not at all excluded that the meat scandal may lead to a  contraction  of the Russian import meat supplies from the EC countries and re-orientation towards the East European and Asian  countries. Thus, for example, Hungary which used to be the major supplier of poultry to Russia may increase its supplies, and the US may strengthen their position in the market. On the other hand, the countries which are not involved in the scandal may increase their prices in the international market. The group of meat  products  is a major item of the Russian agro- food import. The share of net import of meat and meat products makes up a. 30% in the overall volume of their domestic consumption in this country. That is the highest index in the whole group of main agro- food products. Taking into account  the high dependence of the Russian meat market on import supplies,  the probable  price rise for live- stock products in the international markets may affect the conditions of Russia’s foreign trade, particularly with respect to this group of food stuffs.

Table 1.

The Russian import of pork and poultry, 1997- 1Q 1999


1997
1998
1Q. 1999
1Q . 1999  as  % to1Q. 1998


Thous. t.
%
Thous. t.
%
Thous. t.
%


Pork, fresh, frozen, deep- frozen

Total
308,95
100,00
282
100,00
105
100,00
132,26

Belgium
1,15
0,37
1,06
0,38
5,5
5,24
3055,56

Germany
6,32
2,05
17,97
6,37
24,65
23,49
616,25

DK
39,25
12,70
42,19
14,96
19,05
18,15
192,81

China
53,71
17,38
74,32
26,36
4,01
3,82
17,74

US
41,59
13,46
56,73
20,12
4,13
3,93
28,58

France
8,16
2,64
15,08
5,35
21,36
20,35
480,00

Poultry and by- products

Total
1146,6
100,00
814,5
100,00
68,27
100,00
23,21

Belgium
42,92
3,74
35,24
4,33
8,41
12,32
81,97

Hungary
13,34
1,16
3,18
0,39
1,93
2,82
134,08

US
848,47
74,00
628,7
77,18
32,38
47,43
13,84

France
80,05
6,98
69,92
8,58
13,9
20,36
64,50

Source: Tamozhennaya Statistica Vneshney Torgovli Rossiyskoy Federacii. Gosudarstvenny Tamozhenny Comitet Rossiyskou Federaccii, 1997, 1998, 1 quarter 1999.

N. Karlova

� Estimated by the Ministry of Finance


� The difference between the dynamics of the deflated indices of execution of the budget and dynamics of the analogous indices in shares of GDP may be explained by the difference between the deflator  which is based on price index and  GDP deflator


� Foreign- exchange position by the operations with non- residents was calculated as difference between foreign assets and liabilities in foreign exchange equivalent. It  does not take into account off- balance sheet requirements and liabilities of the banks and, accordingly, the banks’ liabilities towards non- residents by current transactions  are not considered.


� Euromoney Magazine, June 10, 1999


� According to Commersant- Daily ( July 9, 1999) RaiffaisenBbank won the case  in the Arbitration Code under the Chamber of Commerce on  forwards with MENATEP and SBS- AGRO 
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		вне СНГ		1997		5.2		5.5		5.8		5.4		5.1		5.4		5.7		5.9		5.5		6.5		6.5		6.5				2.7		3.7		4		4		3.7		4.1		4		4.7		4.6		4.6		4.3		5.2

		СНГ		1997		1.4		1.5		1.5		1.6		1.2		1.2		1.4		1.3		1.4		1.7		1.7		1.9				1.2		1.3		1.3		1.4		1.4		1.4		1.2		1.6		1.6		1.6		1.5		1.9

		вне СНГ		1998		4.4																										3.8

		СНГ		1998		1.3																										1.3

				Export				Import

				outside CIS		CIS		outside CIS		CIS

		Jan.		4.5		1.4		2.8		1.5

		Feb.		5.2		1.7		3.5		1.8

		March		6.1		1.6		3.9		1.4

		Apr.		5.5		1.7		4		1.7

		May		6		1.2		3.8		1.6

		June		5.8		1.3		3.6		1.6

		Jule		6.1		1.2		4		1.5

		Aug.		5.8		1.3		3.5		1.7

		Sep		5.9		1.4		3.4		1.4

		Okt		6.8		1.5		3.7		1.5

		Nov.		7.0		1.4		3.6		1.3

		Dec.		7.1		1.5		4.1		1.4

		Jan.		5.5		1.5		3.4		1.3

		Feb.		5.2		1.5		3.8		1.2

		March		5.8		1.5		4.2		1.4

		Apr.		5.4		1.5		4.6		1.6

		May		5.2		1.3		4.1		1.4

		June		5.4		1.2		4.1		1.4

		Jule		5.7		1.4		4		1.2

		Aug.		5.9		1.3		4.7		1.6

		Sep		5.5		1.4		4.6		1.6

		Okt		6.5		1.7		4.6		1.6

		Nov.		6.5		1.7		4.3		1.5

		Dec.		6.5		1.9		5.2		1.9

		Jan.		4.5		1.3		4.5		1.2		11.5

		Feb.		4.3		1.5		4.6		1.4

		March		5		1.7		5		1.5

		Apr.		4.8		1.4		4.8		1.4

		May		4.8		1.2		4.5		1.3

		June		5.3		1.1		4.4		1.3

		Jule		4.9		1.3		4.5		1.2

		Aug.		4.9		1.0		4.0		1.3

		Sep		4.9		0.8		2.3		0.7

		Okt		4.8		1.2		2.2		0.8

		Nov.		4.6		1.3		2.2		0.8

		Dec.		5.9		1.2		2.7		0.8

		Jan.		3.7		1.1		2.3		0.6		7.7

		Feb.		3.9		0.9		2.3		0.6

		March		5.1		0.9		2.7		0.8

		Apr.		5.7		0.8		2.8		0.8

		May		4.3		0.9		2.4		0.7

		June		4.6		0.8		2.6		0.8
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Export   outside CIS

Export   CIS

Import outside CIS

Import CIS

1996                                                               1997                                                       1998                                               1999

Основные показатели российского внешнеторгового оборота (млрд.долл.)



Лист3

				ЭКСПОРТ				ИМПОРТ

				вне СНГ		СНГ		вне СНГ		СНГ

		Янв.		4.5		1.4		2.8		1.5

		Фев.		5.2		1.7		3.5		1.8

		Март		6.1		1.6		3.9		1.4

		Апр.		5.5		1.7		4		1.7

		Май		6		1.2		3.8		1.6

		Июнь		5.8		1.3		3.6		1.6

		Июль		6.1		1.2		4		1.5

		Авг.		5.8		1.3		3.5		1.7

		Сен.		5.9		1.4		3.4		1.4

		Окт.		6.8		1.5		3.7		1.5

		Нояб.		7.0		1.4		3.6		1.3

		Дек.		7.1		1.5		4.1		1.4

		1996 год		71.8		17.2		43.9		18.4

		Янв.		5.5		1.5		3.4		1.3

		Фев.		5.2		1.5		3.8		1.2

		Март		5.8		1.5		4.2		1.4

		Апр.		5.4		1.5		4.6		1.6

		Май		5.2		1.3		4.1		1.4

		Июнь		5.4		1.2		4.1		1.4

		Июль		5.7		1.4		4		1.2

		Авг.		5.9		1.3		4.7		1.6

		Сен.		5.5		1.4		4.6		1.6

		Окт.		6.5		1.7		4.6		1.6

		Нояб.		6.5		1.7		4.3		1.5

		Дек.		6.5		1.9		5.2		1.9

		1997 год		69.1		17.9		51.6		17.7

		Янв.		4.4		1.3		4.2		1.3

		Фев.		4.5		1.6		4.6		1.4

		Март		4.9		1.6		5.1		1.4

				13.8		4.5		13.9		4.1		18.3		18		0.3		0.4

		Апр.		4.2		1.2		4.5		1.3

		Май		4.9		1.3		4.7		1.4

		Июнь		5.1		1.2		4.4		1.2

				14.2		3.7		13.6		3.9		17.9		17.5		0.4		0.8

		Июль		4.9		1.3		4.5		1.2

		Авг.		4.9		1.0		4.0		1.3

		Сен.		4.9		0.8		2.3		0.7

				14.7		3.1		10.8		3.2		17.8		14		3.8		3.8

		Окт.		4.8		1.2		2.2		0.8

		Нояб.		4.6		1.3		2.2		0.8

		Дек.		5		1.2		2.2		0.9

				14.4		3.7		6.6		2.5		18.1		9.1		9		9.4

		1998 год		57.1		15		44.9		13.7						13.5		14.4

				Экспорт (млрд.долл.)		Импорт (млрд.долл.)		Сальдо (млрд.долл.)

		1996		89.0		61.1		27.9

		1997		87		69.5		17.5

		январь-июль 1998		42.4		41.1		1.3

		Экспорт нефти		1996		1997		1998

		млрд.долл		16.073		14.773		6.397

		доля в экспорте		18.1		17.0		15.1



&A

Стр. &P



Лист4

				Экспорт (млрд.долл.)		Импорт (млрд.долл.)		Сальдо (млрд.долл.)

		1996		89.0		61.1		27.9

		1997		87		69.5		17.5

		январь-июль 1998		42.4		41.1		1.3

		Экспорт нефти		1996		1997		1998

		млрд.долл		16.073		14.773		6.397

		доля в экспорте		18.1		17.0		15.1
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				Экспорт				Импорт

				вне СНГ		СНГ		вне СНГ		СНГ

		Янв.		4.5		1.4		2.8		1.5

		Фев.		5.2		1.7		3.5		1.8

		Март		6.1		1.6		3.9		1.4

		Апр.		5.5		1.7		4		1.7

		Май		6		1.2		3.8		1.6

		Июнь		5.8		1.3		3.6		1.6

		Июль		6.1		1.2		4		1.5

		Авг.		5.8		1.3		3.5		1.7

		Сен.		5.9		1.4		3.4		1.4

		Окт.		6.8		1.5		3.7		1.5

		Нояб.		7.0		1.4		3.6		1.3

		Дек.		7.1		1.5		4.1		1.4

		Янв.		5.5		1.5		3.4		1.3

		Фев.		5.2		1.5		3.8		1.2

		Март		5.8		1.5		4.2		1.4

		Апр.		5.4		1.5		4.6		1.6

		Май		5.2		1.3		4.1		1.4

		Июнь		5.4		1.2		4.1		1.4

		Июль		5.7		1.4		4		1.2

		Авг.		5.9		1.3		4.7		1.6

		Сен.		5.5		1.4		4.6		1.6

		Окт.		6.5		1.7		4.6		1.6

		Нояб.		6.5		1.7		4.3		1.5

		Дек.		6.5		1.9		5.2		1.9

		Янв.		4.4		1.3		4.2		1.3

		Фев.		4.5		1.6		4.6		1.4

		Март		4.9		1.6		5.1		1.4

		Апр.		4.2		1.2		4.5		1.3

		Май		4.9		1.3		4.7		1.4

		Июнь		5.1		1.2		4.4		1.2

		Июль		4.9		1.3		4.5		1.2

		Авг.		4.9		1.0		4.0		1.3

		Сен.		4.9		0.8		2.3		0.7

		Окт.		4.8		1.2		2.2		0.8

		Нояб.		4.6		1.3		2.2		0.8
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				Экспорт				Импорт

				вне СНГ		СНГ		вне СНГ		СНГ

		Янв.		4.5		1.4		2.8		1.5

		Фев.		5.2		1.7		3.5		1.8

		Март		6.1		1.6		3.9		1.4

		Апр.		5.5		1.7		4		1.7

		Май		6		1.2		3.8		1.6

		Июнь		5.8		1.3		3.6		1.6

		Июль		6.1		1.2		4		1.5

		Авг.		5.8		1.3		3.5		1.7

		Сен.		5.9		1.4		3.4		1.4

		Окт.		6.8		1.5		3.7		1.5

		Нояб.		7.0		1.4		3.6		1.3

		Дек.		7.1		1.5		4.1		1.4

		Янв.		5.5		1.5		3.4		1.3

		Фев.		5.2		1.5		3.8		1.2

		Март		5.8		1.5		4.2		1.4

		Апр.		5.4		1.5		4.6		1.6

		Май		5.2		1.3		4.1		1.4

		Июнь		5.4		1.2		4.1		1.4

		Июль		5.7		1.4		4		1.2

		Авг.		5.9		1.3		4.7		1.6

		Сен.		5.5		1.4		4.6		1.6

		Окт.		6.5		1.7		4.6		1.6

		Нояб.		6.5		1.7		4.3		1.5

		Дек.		6.5		1.9		5.2		1.9

														1995 г.

		Янв.		4.4		1.3		4.2		1.3				янв.		5.71		3.74		1.97		9.45

		Фев.		4.5		1.6		4.6		1.4				февр.		6.22		4.51		1.71		10.73

		Март		4.9		1.6		5.1		1.4				март		6.76		4.67		2.09		11.43

		Апр.		4.2		1.2		4.5		1.3				апр.		6.61		4.15		2.46		10.76

		Май		4.9		1.3		4.7		1.4				май		6.97		4.94		2.03		11.91

		Июнь		5.1		1.2		4.4		1.2				июнь		7.18		5.14		2.04		12.32

		Июль		4.9		1.3		4.5		1.2				июль		6.16		4.74		1.42		10.9

		Авг.		4.9		1.0		4.0		1.3				авг.		6.46		5.28		1.18		11.74

		Сен.		4.9		0.8		2.3		0.7				сент.		6.76		5.33		1.43		12.09

		Окт.		4.8		1.2		2.2		0.8				окт.		7.22		5.53		1.69		12.75

		Нояб.		4.6		1.3		2.2		0.8				нояб.		7.58		6.24		1.34		13.82

		Дек.		5.9		1.2		2.7		0.9				дек.		7.96		6.51		1.45		14.47

				Экспорт		Импорт		Сальдо

		Янв.		5.9		4.3		1.6				10.2

		Фев.		6.9		5.3		1.6				12.2

		Март		7.7		5.3		2.4				13

		Апр.		7.2		5.7		1.5				12.9

		Май		7.2		5.4		1.8				12.6

		Июнь		7.1		5.2		1.9				12.3

		Июль		7.3		5.5		1.8				12.8

		Авг.		7.1		5.2		1.9				12.3

		Сен.		7.3		4.8		2.5				12.1

		Окт.		8.3		5.2		3.1				13.5

		Нояб.		8.4		4.9		3.5				13.3

		Дек.		8.6		5.5		3.1				14.1

		Янв.		7		4.7		2.3				11.7

		Фев.		6.7		5		1.7				11.7

		Март		7.3		5.6		1.7				12.9

		Апр.		6.9		6.2		0.7				13.1

		Май		6.5		5.5		1				12

		Июнь		6.6		5.5		1.1				12.1

		Июль		7.1		5.2		1.9				12.3

		Авг.		7.2		6.3		0.9				13.5

		Сен.		6.9		6.2		0.7				13.1

		Окт.		8.2		6.2		2				14.4

		Нояб.		8.2		5.8		2.4				14

		Дек.		8.4		7.1		1.3				15.5

		Янв.		5.9		5.6		0.3		11.5		11.5

		Фев.		5.8		6		-0.2				11.8

		Март		6.8		6.5		0.3				13.3

		Апр.		6.1		6.3		-0.2				12.4

		Май		6.1		5.8		0.3				11.9

		Июнь		6.5		5.8		0.7				12.3

		Июль		6.2		5.7		0.5				11.9

		Авг.		5.6		5.2		0.4				10.8

		Сен.		5.9		3		2.9				8.9

		Окт.		6		3		3				9

		Нояб.		5.9		3		2.9				8.9

		Дек.		7.1		3.6		3.5				10.7

		Янв.		4.8		2.9		1.9		7.7		7.7

		Фев.		4.8		3		1.8				7.8

		Март		6		3.5		2.5				9.5

		Апрель		6.5		3.6		2.9

		Май		5.2		3.1		2.1

		Июнь		5.3		3.3		2

								13.2
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Экспорт

Импорт

Сальдо

1996 г.                                     1997 г.                                          1998 г.                                        1999 г.

Основные показатели российской внешней торговли (млрд.долл.)
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				Экспорт				Импорт

				вне СНГ		СНГ		вне СНГ		СНГ

		Янв.		4.5		1.4		2.8		1.5

		Фев.		5.2		1.7		3.5		1.8

		Март		6.1		1.6		3.9		1.4

		Апр.		5.5		1.7		4		1.7

		Май		6		1.2		3.8		1.6

		Июнь		5.8		1.3		3.6		1.6

				33.1		8.9		21.6		9.6

		Янв.		5.5		1.5		3.4		1.3

		Фев.		5.2		1.5		3.8		1.2

		Март		5.8		1.5		4.2		1.4

		Апр.		5.4		1.5		4.6		1.6

		Май		5.2		1.3		4.1		1.4

		Июнь		5.4		1.2		4.1		1.4

				32.5		8.5		24.2		8.3

		Янв.		4.5		1.3		4.5		1.2

		Фев.		4.3		1.5		4.6		1.4

		Март		5		1.7		5		1.5

		Апр.		4.8		1.4		4.8		1.4

		Май		4.8		1.2		4.5		1.3

		Июнь		5.3		1.1		4.4		1.3

				28.7		8.2		27.8		8.1

		Янв.		3.7		1.0		2.3		0.6

		Фев.		3.9		0.9		2.3		0.6

		Март		5.1		1.0		2.7		0.8

		Апрель		5.6		0.8		2.8		0.8

		Май		4.3		0.9		2.4		0.7

		Июнь		4.6		0.8		2.6		0.8

				27.2		5.4		15.1		4.3

				Экспорт		Импорт		Экспорт		Импорт		Сальдо

				вне СНГ		вне СНГ		СНГ		СНГ				вне СНГ		СНГ

		1996		33.1		21.6		8.9		9.6				11.5		-0.7

		1997		32.5		24.2		8.5		8.3				8.3		0.2

		1998		28.7		27.8		8.2		8.1				0.9		0.1

		1999		27.2		15.1		5.4		4.3				12.1		1.1

				94.8		54.3		65.9		53.1

				5.2		45.7		34.1		46.9
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Экспорт вне СНГ

Импорт вне СНГ

Экспорт СНГ

Импорт СНГ

Основные показатели российской внешней торговли 
в I полугодии соответствующего года (млрд.долл.)
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Fig.1. Growth rate of real tax arrears to the federal 







budget (in % to the prior month) 
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