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�The State of the Budget

The outcome of the federal budget execution can be seen in Table 1.

Table 1. Execution of Russia's budget ( % to GDP)���1996 �1.02.97�1.03.97�1.04.97�1.05.97�1.06.97�1.07.97�1.08.97�1.09.97�1.10.97�1.11.97�1.12.97��Revenue��������������Profit tax�1,44�0,59�0,67�0,88�1,13�1,30�1,29�1,16�1,17�1,11�1,2�1,13��Personal income tax�0,23�0,20�0,20�0,17�0,12�0,12�0,10�0,10�0,09�0,08�0,08�0,07��VAT, special tax and excises�6,74�4,21�4,57�5,44�6,30�6,64�6,28�6,19�6,06�5,75�5,8�5,71��Taxes on foreign trade and foreign economic activities�1,01�0,55�0,71�0,83�0,86�0,88�0,93�0,94�0,94�0,95�0,93�0,97��Other taxes, levies and payments�0,28�0,15�0,37�0,22�0,23�0,25�0,14�0,24�0,25�0,23�0,18�0,31��Overall taxes and payments�9,70�5,70�6,52�7,54�8,64�9,19�8,74�8,63�8,26�8,12�8,16�8,19��Non-tax revenues�2,80�1,59�1,91�1,35�1,57�1,54�1,55�1,71�1,45�2,49�2,51�2,62��Total revenues�12,50�7,29�8,43�9,22�10,20�10,73�10,29�10,34�11,05�10,61�10,7�10,81��Expenditure��������������State administration�0,24�0,17�0,18�0,21�0,21�0,24�0,24�0,29�0,32�0,33�0,38�3,33��International activity�1,18�0,36�0,34�0,60�0,69�0,69�0,73�0,71�0,31�0,29�0,29�0,29��National defence and law enforcement activity�4,10�2,92�3,37�4,46�4,69�4,91�4,28�4,31�4,51�4,44�4,40�4,39��Fundamental research�0,29�0,05�0,11�0,23�0,28�0,31�0,31�0,36�0,37�0,34�0,37�0,33��Services to national economy�1,84�0,86�0,89�1,43�1,53�1,62�1,47�1,63�1,78�1,74�1,78�1,70��Social services�1,22�0,52�1,70�2,19�2,28�2,36�2,38�2,30�2,13�1,95�1,85�1,73��Servicing  state debt�1,51�1,24�1,32�1,94�1,85�1,91�1,74�1,69�1,69�1,48�1,38�1,47��Other expenditure�1,94�2,88�1,19�1,66�1,55�2,04�2,21�2,32�3,23�3,12�3,30�3,25��Overall expenditure�14,37�8,42�9,10�12,72�13,09�14,08�13,36�13,61�14,35�13,68�13,56�13,52��Loans less repayments�1,04�0,60�0,94�0,35�0,80�0,19�1,03�0,89�0,71�0,55�0,49�0,57��Expenditure and loans minus repayments�15,33�9,02�10,04�13,07�13,89�14,28�14,39�14,51�15,05�14,24�14,19�14,08��Budget deficit�2,83�1,73�1,61�3,84�3,69�3,55�4,10�4,17�3,90�3,63�3,56�3,28��Total financing, of which�2,83�1,73�1,61�3,84�3,69�3,55�4,10�4,17�3,90�3,63�3,56�3,28��domestic�1,36�1,20�0,38�1,95�1,84�1,66�1,48�1,92�1,79�1,59�1,56�1,46��foreign�1,47�0,52�1,23�1,89�1,85�1,89�2,62�2,26�2,11�2,04�2,00�1,82��GDP (trln rubles)�2256�201�401�605�812�1019�1226�1454�1640�1933�2173�2420��

Table 2.  Execution of Russia’s consolidated budget (% of GDP)������1996�I�II�III�IV�V�VI�VII�VIII�IX�X�XI��Taxes and payments�20,97�12,99�14,15�16,07�18,39�19,70�19,43�19,73�19,93�19,33�19,45�19,60��Non-tax  revenues�2,83�2,32�2,65�2,51�2,43�2,51�2,64�2,84�3,64�3,60�3,79�3,78��Overall revenue�24,9�15,31�16,80�18,58�20,82�22,21�22,07�22,56�23,67�22,93�23,24�23,38��Overall expenditure and loans minus repayments�29,07�18,22�20,11�23,50�25,31�26,21�26,76�27,20�27,96�26,91�26,92�29,96��Budget deficit�4,17�2,91�3,31�4,92�4,49�4,00�4,69�4,64�4,29�3,99�3,68�3,58��

�

�According to the final data by December 1, tax revenues has slightly grown. At the same time the amount of non-tax revenue remained relatively high. Furthermore there was a decrease in the level of the federal budget expenditure. Thus the level of federal budget deficit fell.

The structure of financing remained the same as during previous six months and foreign sources still compose the major part of it.

Execution of the consolidated budget is represented in Table 2.

As can be seen from Figure 1, there was a minor increase in the volume of tax arrears into federal budget in November as well. Thus total volume of arrears made up 104 trillion rubbles.

The sum of arrears collected by the State Fiscal Service has  amounted for RUR 70 trln. since the beginning of the year.

S.Batkibekov

�Monetary Policy

�The monetary policy implemented by the Central Bank of Russia and the activity of the Russian Government to limit a growth of tariffs of natural monopolies has resulted to a significant decrease in inflation level in 1997. In December 1997 the consumer prices increased by 1.0%. That corresponds to 12.68% annualised. Thus, the inflation in 1997 amounted to 11.0%. This index is lower than the increment in consumer prices in 1995 and 1996 appreciably. In the prior years the inflation was 131.4% and 21.8%, respectively (see fig. 2).

�Figure 2.

�

�Some increase in pace of consumer price growth, which took place in the end of 1997 and envisaged in the beginning of 1998, had been mostly caused by the following: firstly, the influence of seasonal factors occurred. It was bound up both with the psychological aspect of reaction of certain part of the population on the denomination and the fact that small sums of money became rounded. That means some increase in terms of money supply. Secondly, the continuing financial crisis, the growth in interest rate and decreased trust in the exchange rate policy of the Russian Central Bank have resulted in the increase in inflationary expectations and stopped the process of dedollarization of the Russian economy. Thirdly, quite high paces of the money supply (M2) growth, observed between spring to summer of 1997, began to influence the consumer price growth only between late of 1997 – early of 1998 (see fig. 3). Fourthly, due to the introduced change in the structure of duties since February 1, 1998 the price for imported foods will be increased. Obviously, that will lead to some intensification of inflationary processes. According to our estimations, in January 1998 the inflation will range within 1.2 – 1.4%. That corresponds to 15.4 – 18.2% annualized. In February – March the consumer price rise should make up 1.1 – 1.3% and 0.8 – 1.1% respectively (14.0 – 16.8% and 10.0 – 14.0% annualized). It is necessary to note, that these estimations were based on the precondition that the targets of exchange rate policy and paces of money supply growth, which were declared in the Main Directions of the Single Government Monetary Policy in 1998, will be stable.

�Figure 3.

�

�For the first half 1997 the M2 growth pace was significantly superior to the pace for the second half of the year (see tab. 3). Hence, for the first half of 1997 the average M2 growth pace was about 4.71% and for the first five months of the second half-year the money supply decreased by 1.01% on average. Considering the monetary aggregate M0 one may see the same picture: between January to June the average increment was about 3.54% and between July to November – only 0.33%.

�Table 3.

1996 –   1997�Cash (М0)�Broad Money (М2)�Money Base (MB)�Money Multiplier���trln. rubles�change in %�trln. rubles�change in %�trln. rubles�change in %�М2/MB��December�103.8�8.35�295.2�4.57�130.9�4.72�2.26��January�96.3�-7.23�297.4�0.75�123.9�-5.35�2.40��February�102.0�5.92�307.6�3.43�130.2�5.08�2.36��March�105.2�3.14�315.0�2.41�136.3�4.69�2.31��April�115.2�9.51�328.4�4.25�145.7�6.90�2.25��May�120.4�4.51�339.4�3.35�148.2�1.72�2.29��June�136.8�13.62�363.8�7.19�167.0�12.69�2.18��July�140.3�2.56�375.5�3.22�171.4�2.63�2.19��August�141.6�0.93�377.7�0.59�174.7�1.93�2.16��September�134.8�-4.80�376.2�-0.40�169.8�-2.8�2.22��October�135.7�0.67�382.3�1.62�170.4�0.35�2.24��November�128.7�-5.16�371.1�-2.92�–�–�–��

Arkhipov S.A., Drobyshevsky S.M.

�Financial Markets.

�The market for GKO-OFZ. In January 1998 there was a significant change in pattern at the market for government securities. The massive capital outflow induced by non-residents in December 1997 – January 1998 has led to a sharp reduction in the RCB currency reserves. This fact undermined the stability of the ruble and, therefore, raised the risk premium on ruble investments. As a result, during the last two months the Russian Central Bank was compelled to increase once again the refinancing rate (from 28% to 42%) to loosen the pressure at currency market. Being under impact of the common pessimistic expectations and current problems with liquidity, the domestic investors supported the ‘sale’ of securities. By the end of the month the yields of the bonds with three-months maturity and longer terms increased from 29% to 35 – 40% taxes paid (or from 29% to 40 – 47% taxes exclusive). The development of the situation at the GKO-OFZ market will be primary determined by the RCB activity both in the secondary market for government securities and market for foreign currency. According to our estimations, in February 1998 the level of average weighted yield will amount to 37 – 42% annualised.

The fall in demand for the government securities took place at the primary market, too. The dealers on auctions pursued to ask higher premia. Especially it affected long-term issues. Thus, the issuer keeping firm position had to refuse to place the next tranche of OFZ No. 25021 with fixed coupon payments. So, the Ministry of Finance had to withdraw from the Federal Budget about one billion denominated rubles to mature the issue No. 21081. In all, in January 1998 the Russian Ministry of Finance held four primary auctions on government securities. At these auctions the five issues of GKO (№ 21106 – 21110) and one tranche of OFZ with fixed coupon payments (№ 25021) were placed. On the first three auctions, the total volume of supply of new securities on the part of the Ministry of Finance amounted to 31.5 billion denominated rubles against the initially stated demand totaled to 35.294 billion rubles. The total volume of placed bonds is equal to 22.841 billion rubles with average yield to maturity 33.34% a year. The gain of the Russian Ministry of Finance reached 18.824 million rubles.

Stock market. In December 1997 – January 1998 there was a significant volatility of quotations at the Russian stock market. Expected stabilisation of economic and financial situation in Asian region and new limits of investment funds for Russia make most of investors wait for, so called, 'January effect' at the market. These factors explained the 13% growth of RTS-1 Index in the end of December 1997 – the beginning of January 1998 (see fig. 5). However, the 'January effect' has not happened. The next vortex of crisis in Asia ruined expectations of many investors. Moreover, in January two serious falls in quotations of the Russian securities occurred. The total slump in RTS-1 Index from October 6, 1997�, amounted to 50.9%. Thus, the Russian stock market returned to the level of January – February 1998.

The first price shock may be, primarily, attributed to external reasons: fast devaluation of Asian currencies�, slump in main Asian and European stock indices. The second fall in prices in January was, probably, caused by internal reasons. The high pace of growth of official exchange rate US$/Ruble at the very beginning of the year had resulted in an increase in forward quotations and significant fluctuations of yields at both the market for the government debt (see sections about exchange and GKO-OFZ markets). The lack of any stabilising measures on the part of the RCB at the open market under considerably wide currency target zone was a negative signal for the most of foreign investors. The threat of the further fast devaluation of the Russian currency raised the risk of investments in Russian economy. This led to repatriation of profits at both the markets for the government securities and stocks. Obtaining orders to sell a significant volume of clients' portfolios and foreseeing a break of resistance level of the market, investment companies themselves wanted to sell the most liquid securities. The latter reinforced the crisis at the market. 

The tensed situation at the Russian financial markets does not allow to expect a substantial growth of quotations within the next month. Under these conditions the forthcoming revision of Russia’s international ratings by Standard & Poors and Moody's agencies is a disturbing fact. Moreover, there is a set of additional factors, which could affect the Russian stock market: the changes in political situation in Russia, the decrease in oil prices at world markets and complicated problems related to the management of some largest Russian corporations.

The changes in prices of the most liquid stocks of the Russian corporations in January 1998 are represented on fig. 6.



�Figure 4.

�

�Figure 5.

�

Figure 6.

�

�Interbank credit market. The conjuncture of the market for ruble interbank loans in December 1997 – January 1998 has been affected by the crisis in other sectors of financial market. The interest rates on credits with all maturity terms fluctuated within the range of 25 – 40% a year. The decline in GKO-OFZ yields to 26 – 28% annualized at the end of December 1997 allowed to low the cost of 'overnight' loans to 10 – 15% annualized (see fig. 7). But in the midst of January 1998 it returned to the level of December.

�Figure 7.

�

Figure 8.

�



�In December 1997 – January 1998 the volume of issued 'overnight' loans was at the level of 6 – 9 denominated rubles. It is by 30 – 50% lower than the respective index registered during the fall of 1997. In January 1998 the share of these loans grew again. Within the forthcoming  two – three months, until the crisis is overcome, it is envisaged, that the share will be at the level of 75 – 90% of the total volume of issued credits.

Foreign exchange market. At the end of 1997, the situation in the foreign exchange market was rather stable. In December 1997 the official dollar exchange rate grew up from 5917 to 5960 rubles per dollar, i. e. by 0.73% or 9.08% annualized. The dollar rate on the Moscow Interbank Currency Exchange grew up from 5928 to 5998 rubles per dollar, i.e. by 1.18% a month (15.13% a year). Generally, in 1997 the official dollar exchange rate increased from 5560 to 5998 rubles per dollar. Thus, the increment is 7.19%.

The denomination of the Russian currency, which took place at the very beginning of 1998, have changed the exchange rate. According to preliminary estimations, in January 1998 the official dollar exchange rate will rise from 5.960 to 6.023 rubles per dollar. That equals to 1.06% a month (13.45% annualized). On the MICEX the ruble exchange rate will increase from 5.998 to 6.045 rubles/$, i.e. by 0.78% a month, or 9.82% a year.

During January 1998 the MICEX exchange rate fluctuated above the official exchange rate. That was caused by the an increase in demand for dollars from the side of non-residents, which repatriated their profits from the government securities market. The quick pace of depreciation of the official ruble exchange rate at the beginning of January was a reason for some disturbance both at the forward currency market and at the GKO-OFZ market. So, between late January – mid February dollar forward quotations up to the reached the level of 6.070 – 6.080 rubles/$�. The risk of quick devaluation of the Russian currency means a possibility of cutting gains from investments to GKO-OFZ market in dollar terms. Moreover, the fixing of non-residents’ profit at the government securities market influence the Russian stock market, too (see sections Market for GKO-OFZ and Stock Market).

The dynamics of the official and the MICEX exchange rates of dollar in December 1997 – January 1998 is represented on the fig. 8.

�In December 1997 the exchange rate 'Deutsche mark/ruble' was quite stable. For that month the official 'Deutsche mark/ruble' exchange rate went up from 3356.6 to 3360.9 rubles/DM. It corresponds to 0.13% a month, or 1.56% annualized. On the MICEX the rate decreased from 3380 to 3345 rubles/DM (the monthly increment amounted to -1.04%, or      -11.74% annualized).

In January 1998 the 'Deutsche mark/ruble' exchange rate fluctuated significantly (see fig. 9). The turbulence at the Asian financial markets in the beginning of this year led to an intensification of US dollar comparing other currencies. That also influenced the 'Deutsche mark/ruble' rate. From December 30, 1997 to January 8, 1998 the growth of this exchange rate was about 3%. In the second half of January the situation changed due to expectations of increase of the discount rate by the Bundesbank. However, the decision was not adopted and the Deutsche mark exchange rate came back to the level of December of 1997. According to our estimations, the Deutsche mark vs. Ruble exchange rate up to the end of January will be about 3.350 rubles/DM (the decrease will be -0.32% in monthly terms, or -3.83% annualized). On the MICEX the rate will decrease to 3.340 rubles/DM, i. e. by -0.15% a month, or -1.78% annualized.

�Figure 9.

�

�In December 1997 the gross turnover on the MICEX by the US dollar and the Deutsche mark amounted to 10113.0 and 121.2 billion rubles correspondingly According to preliminary estimations, in January 1998 the gross turnover on the MICEX by the US dollar will be about 9.45 billion denominated rubles and to 130 million denominated rubles by the Deutsche mark.

�Table 4. Indicators of Financial Markets.��month�September�October�November�December�January*��inflation rate (a month)�-0.3%�0.2%�0.6%�1.0%�1.3%��annualised inflation rate by the month’s tendency�-3.54%�2.43%�7.44%�12.68%�16.77%��the RCB refinancing rate�24%�21%�28%�28%�28%��auction yield on GKO (end of the month)�18.44%�19.91%�28.20%�33.55%�41.38%��auction yield on OFZ (end of the month)�17.91%�18.81%�25.67%�25.67%�31.44%��auction yield on OGSZ (end of the month)�18.22%�19.00%�19.00%�19.00%�19.80%��annualised GKO yield to maturity:�������less than 1 month�19.27%�21.49%�14.45%�30.98%�28%��1-6 months�19.52%�19.71%�23.00%�36.19%�33%��more than 6 months�18.57%�18.44%�24.93%�31.94%�34%��average yield on all issues�18.99%�19.60%�22.37%�33.82%�32%��annualised yield to maturity on OFZ issues�28.38%�21.67%�30.82%�36.29%�32%��turnover of GKO-OFZ market a month (billion rubles)�–�81660�91882�52488�40��IBC – INSTAR rate (annual %) on loans by the end of the month:�������overnight�26.81%�6.57%�21.47%�36.13%�25.0%��1 week�20.74%�20.45%�25.88%�33.93%�30.0%��2 weeks�17.00%�25.00%�30.00%�36.00%�33.0%��1 month�21.00%�22.00%�24.00%�28.00%�40.0%��turnover of IBC market a month (billion rubles)�88843�100262�109866�83258�30��official exchange rate of ruble per US dollar by the end of the month�5860�5887�5917�5960�6.023��official exchange rate of ruble per DM by the end of the month�3327�3414�3457�3361�3.345��average annualised exchange rate of ruble per US dollar growth�7.23%�5.67%�6.29%�9.08%�13.45%��average annualised exchange rate of ruble per DM growth�50.82%�36.31%�-14.38%�1.56%�-3.83%��gross turnover on the MICEX by USD and DM a month (billion rubles)�2183�3077�4099�10234�9.6��turnover at the stock market in the RTS for the month (millions of USD)�1398�2693�926�1240�1400��average return on RTS-1 portfolio (% a month)�–�–�–�36.71%�-40%��*/ estimation, denominated rubles

Arkhipov S.A., Drobyshevsky S.M., Lugovoy O. V.

Situation in industry

�The volume of the solvent demand for the products of the majority of enterprises (62%) has stabilized during the last three months. However, the negative values of the balance of responses ( up- down) tell that by the industry as a whole the demand continues to drop. In January the demand grew only in non- ferrous metallurgy. In the other industry branches the demand was reducing, and the reduction was most intensive in construction industry and food industry.

In January 1998 the Russian industry’s output was lower compared to December 1997- the balance of responses  became negative. The decrease in enterprises’ output in January was predictable: the expectations registered in November and December 1997 were the most pessimistic for 1997. The production growth in January was registered only in metallurgy.

The estimations of the output  clearly show the seasonality of the decline happened in January. The share of the “below norm” responses even dropped to 77% and became the best index for the last 50 months.

The appreciable drop in the output in January, after a few months of growth, has had its effect on the estimations of the stocks of finished products. For the first time over the period of the last 14 months, the industry reports the excess of the surplus stocks ( the balance is + 2%). The answers concerning a lack of stocks prevail only in non- ferrous metallurgy, light and food industries. The estimations  of stocks were deteriorating on the background of the ongoing decrease in their volume- the balance ( up- down) remains negative for a seventh quarter running. In January the volume of stocks reduced in all the industry branches, but construction industry.

Since May 1997 at least 80%  of enterprises were reporting a stability of their prices. The balance of responses of the other enterprises is positive, but it slightly differs from zero- the reports on price rise become almost balanced with the reports concerning a decrease of them. In January the absolute price drop ( negative balance) was registered in non- ferrous metallurgy, construction industry and wood- working industry.

�� LINK Excel.Sheet.5 "\\\\IET1\\BS\\IND\\TAB.XLS" "EUROPE![TAB.XLS]EUROPE Диагр. 22" \a \p ���
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�In January the forecasts of a change in output  improved by 22 points. During the last three months they have been decreasing and  in December 1997 reached their worst values in 1997. The values, however, were remaining positive- the expectations for a growth in output prevailed in the industry. In January 1998 the negative balances were reported  only by the industry of construction materials and food industry.

The forecasts of a change in pricing stabilized a the highest level  registered for the last ten months. The major part of enterprises ( 76%), however, do not expect  their prices to change. The balances of the price forecasts are positive in all the industry branches, i.e. all of them expect  a price rise.

The forecasts of a change in demand improved by 27 points in January and became positive again ( there are more responses concerning an envisioned growth in demand compared to the answers concerning the respective drop). Such a correlation   was reported by all the industry branches,  with the exception of construction industry and food industry.

Upon the respective stabilization reported during the last three quarters, the forecasts of a change in employment deteriorated by 5 points in January. The expectations of a reduction in personnel prevail in all the industry branches, and they are especially notable in non- ferrous metallurgy(-55% ), industry of construction materials ( -39%) and in food industry ( -39%).

The reduction in  stocks of finished products in the industry should continue within the forthcoming months. This process should be especially intensive in ferrous metallurgy and wood- working industry. An increase in the respective volume may happen in construction industry, machine building and  light industry.

S. Tsoukhlo



�The results of the Russia’s foreign trade with foodstuffs for the �9 months of 1997

�Proceeding on from the data of the Russian foreign trade available for the period of the 9 months of 1997, the main conclusion from the analysis of the data is that no cardinal changes have happened in the foreign trade with food- both in terms of value and by geographical structure of the respective trade. Some changes covered only the goods structure of the trade. The share of the Russian food import, by its value in the overall volume of this country’s import for the 9 months of 1997, made up 27.7%. This share grew by only 2 per cent points compared to its respective period of 1996. The share of the food exports for the 9 months of 1997 slightly reduced by 1.6% ( against 1.8%  reported for the respective period of 1996).

In the goods structure of this country’s foreign trade with foodstuffs, the most crucial changes covered the grain segment:   a sharp rise in export of grain was noted. The export of  wheat grew almost 3 times and reached 386.7  thous. t. in 1997. The export of rye exceeded  almost 5 times the respective index of 1996 ( 21.4 thous t.). At the same time the import of grain crops  dropped by 53%. Such dynamic changes are the result of a high grain yields in the domestic market in 1997 and  limited possibilities of  the respective domestic consumption, especially in terms of  feed purposes.

Moreover, in the structure of the  import of grain products a sharp drop in importation of  flour happened. For the 9 months of 1997 Russia imported 269.1 t. of flour, which is at 57% less when compared to the respective period of 1996. Such trends are related to both the growth in the domestic output of grain ( not only a feed grain, but also a food one- regardless of pessimistic forecasts of a quality of the grain ) and price leveling of the conditions of trade ( domestic prices  became equal to the international prices), which makes  processing of the domestic grain rather profitable and refuse from grain import possible.

The introduction of the 25% import customs duty  on the supplies of the Ukranian sugar to Russia became an important reason for  the reduction  in import of white sugar  at 34%. For the last 9 months of 1997 the import of white sugar made up 832.4 thous. t. against 1, 269 thous. t. registered  during the respective period of 1996. The share of Ukraine in the overall Russian import of sugar dropped from 84% to 59%.. At the same time the volume of meat import continued to grow.  As it was observed during the previous years, the major importers of meat were USA, Ireland, Germany, and Ukraine. Given that  beef was mostly imported from Ireland, Germany and Ukraine ( 13%, 18% and 26% of the overall volume of the import of beef, respectively), three- fourth of  poultry were  imported from the US.

�

Table 5

Dynamics of the import of the major kinds of foodstuffs, thous.t.

�1996�1997*�1997  в % к1996��Meat�562.0�684.6�121.8��Poultry�688.7�793.1�115.2��Milk and creme�34.1�67.0�196.5��Creme butter�74.8�127.8�170.9��Grain crops�3232.5�1532.3�47.4��Flour�624.9�269.1�43.1��Sunflower seeds oil�155.1�212.5�137.0��Sugar ( from sugar cane)�1534.6�2170.9�141.5��White sugar�1269.0�832.4�65.6��

* for the 9 months

Source: The Customs Statistics of the Foreign Trade of RF for 1996, 1997.



�In the geographic structure of the Russian foreign trade the further growth of  trade with the CIS states is noted. For the 9 months of 1997 the volume of trade  with this region made up USD 2,155 mln., or 22% of the overall volume of Russia’s foreign trade with foodstuffs. The increase in this index happened at the expense of both export and import. The share of  the Russian export to the states of the Commonwealth sharply grew  up to 30.2%, and the share of import- up to 20.9%.

It is Ukraine, Kazakstan and Uzbekistan which  still remain Russia’s major trade partners ( 28.3, 26.4 and 10.8%, respectively). The most important articles of the Russian exports to CIS in 1997 were meat and meat products, processed food. The major products imported from the CIS were vegetables, fruits, tea, alcohol drinks.

In 1997 the growth in the proportional weight of Far Abroad states in the Russian foreign trade with agro-food products was noted. For the nine months of 1997, the volume of  Russia’s foreign trade with Far Abroad states grew up to USD 7,787 mln.

The proportional weight of the export of agro-food products to the OECD countries, specifically to the EU states, grew. The share of Russian exports to the Central- and East- European countries in 1997 made up 12.1%, thus exceeding  more than twice their respective index of 1996. It is OECD countries on which the major volume of imported foodstuffs falls.

In 1997 the major suppliers of food to Russia were Netherlands, Germany, DK and France. The share of the Russian import of agro- food products from these countries in the overall volume of the Russian import from the EU made up 18.7, 16.3, 10.7 and 10.1, respectively.

In contrast to the previous years, in 1997  the volume of import supplies from China dropped ( during recent years China has been among leading  exporters to Russia, especially in terms of  supplies of meat and meat products).

N. Karlova, I. Khramova

�Investment in the real sector

�In 1997,  despite of the measures undertaken with regard to the revision of tax privileges in favor of stimulating production investment in capital assets, the ongoing decline in business activity in capital construction has not been ceased. The share of investment in capital assets in GDP dropped to 15.3% against 16.3% registered in 1996. The continuation of the decline in the investment sphere shows a low sensitivity of the agents in the financial and real sectors to changes in the situation.



�Table 6

Dynamics of investment to capital assets in 1997 in % to their respective period of 1996

�I quarter�II  quarter�III quarter�IV quarter�1997г.  % to 1996��Investment to capital assets�91,2�91,7�97,8�101,3�94,5��including by objects:�������producton�98,1�  96,0�102,8�102,2�98,5��non- production�80,3�  85.0�89,6�95,5�88,1��Placement of housing into operation�89,6�80,3�110,4�98,1�100,0��Source: Goskomstat of RF

Figure 10

�

�High investment risks impose constraints on the possibility to use the private domestic and foreign investment’s potential to develop the Russian economy. The lack of true information of the Russian enterprises’ production and financial activity and  sophisticated and contradictory normative and legal base have had a negative effect on a change in investment climate.

It is  the economy’s non- government sector which dominate in the capital market: its share is over 4/5 of the overall volume of investment to the national economy.

With the formation of the new institutional structure, one may observe a change in the structure of investment in capital assets by sources of financing. In 1997 the share of extrabudgetary sources in the structure of investment reached 88% against 65.7% reported  in 1993. The characteristic feature of the change in the structure of the extrabudgetary sources of financing is the growth in the share  of joint ventures’ and individual customers’ capital. In the structure of the sources of financing of investment in capital assets the share of budgetary capital reduces systematically. At the same time the correlation between the Federal budget and the budgets of the Federation’s Subjects  changes towards an increase of the role and significance of the latter. Given that in 1992 the  capital  of the budgets of the Federation’s Subjects and local budgets made up 38% in the overall volume of financing of investment from the consolidated budget,  between 1996- 1997 the respective share   exceeded 50%. 

With the production restructuring, the differentiation of enterprises by their financial indices intensifies. The actual volume of enterprises’ capital spent on investing decrease because of  the majority of enterprises’ complicated financial position and due to a growth in number of unprofitable enterprises. The decrease in  production profitability has determined a drop in the share of profit in the sources of financing of investment from 16.2% in 1996 to 15.7% (preliminary data) in 1997.

In 1997 the trend to an increase of the share of investment in the construction of production objects,  the beginning of which was registered in 1995, continue to develop. In 1997 RUR 263.5 trln. were spent on reconstruction, extension and technical modernization of production capacities. This  sum makes up 64.4% in the overall volume of investment against 61.7% registered in 1996. With the overall volume of investment dropped by 5.5% when compared to 1996, investment to production construction reduced by 1.5%, and in the IIIrd quarter of 1997, for the  first time for the last five years, the growth at 2.8% when compared to the IIIrd quarter of 1996, was registered.

In the structure of investment to  the production objects’ capital assets, the share of investment in fuel and energy complex continue to increase. According to the preliminary data,  at least one- fifth of the overall volume of investment  to the Russian economy were forwarded to the oil and gas branches, but the situation in the branch does not improve. The positive phenomenon for the Russian economy is, of course, a growing intensity of investment in the infrastructure branch, particularly, transport and communication.

It is enterprises own capital and borrowed resources which are the main source for financing investment. In the majority of cases the investment activity in 1997 was limited with introducing reserve capacities to  production.

The analysis of investment activity allows to conclude that investors underestimate potential and strategic profit from investing in the forthcoming economic growth. It is obvious that pursuing rational, sensible policy in the securities market in 1998 should have a positive impact on formation of a favorable investment climate and provide a renewal of the balance of interests of  the financial and real sectors of the national economy.

O.Izryadnova

�Foreign trade

�The state of affairs in the global markets  is still unfavorable for the Russian exporters. The financial crisis in South- East Asia which limited the consumption of metals, oil, and petroleum derivatives has caused  the drop in global prices. Thus in January 1998 the price for crude oil became the lowest since April 1994, and  the price drop for lead and nickel was most intensive for the last three years.

According to the provisional data, in 1997 the Russian foreign trade turnover grew by 1.5% and made up USD 153.6 bln. For the first time over the period of the last four years the growth in the foreign trade turnover was determined by an increase in import. The latter made up USD 66.9 bln. in 1997, thus exceeding at 7.4%  its respective index of 1996. At the same time export reduced by 2.7% and made up USD 86.7 bln.

The share of the non- CIS states made up 77% of the Russian overall foreign trade turnover ( in 1996- 75.9%). The value volume of export to these states reduced by 4.2% ( USD 68.9 bln.) and import grew by 12.3% ( USD 49.4 bln.)

The physical volume of  supplies to Far Abroad states grew as follows: oil- by 5% and petroleum derivatives- by 7%,  given that the average export price for these goods dropped by 9%. The physical volume of exportation of natural gas dropped by 6%, coal- by 10%, mineral fertilizers- by 7%, cellulose- by 8%, vodka- 2.2 times, machinery and equipment- by 1%. The significant rise in the volume of import from Far Abroad countries has been determined by an increase in purchases of  the crucial goods, primarily, foodstuffs..

Taking into account the current quantitative restrictions imposed on the export of the Russian textile articles to EU and in order to support  domestic producers, the RF government introduces temporary quotas on the import of carpets and floor cover from EU. The amount of the quota for 1998 - 16 mln. square m.- was introduced by the government Resolution # 1549 of 11 December 1998.

�Figure 11

�

�In early 1998 Russia has undertaken certain steps in the sphere of economic relations with the CIS states in order to extend the volume of mutual trade. In particular, President Eltzin signed the Decree which reads that since 1 February 1998 the VAT previously imposed on the Ukranian goods imported to Russia  will be canceled.

According to some experts’ estimations, the cancellation of the VAT should allow to increase the volume of the Ukranian export ( the significant reduction in which was observed during 1997 because of the restrictions imposed on the  sugar supplies) to Russia approximately by 25 %.

In early 1998, Russia  was holding negotiations with Turkmenistan concerning supplies of natural gas. The parties, however, have failed to agree on mutually acceptable prices, since Turkmenistan intends to supply gas at a price of USD 42 per cubic meter. However, under such terms the domestic prices in the Russian market would exceed the current price level at about 15%, which would make the purchase of fuel from Turkmenistan unprofitable.

N.Volovik, N.Leonova 

�Banks of Voronezh Oblast

�As of mid- 1997, the share of the banks located in  the city of Voronezh made up 33.4% of the total amount of the Central- Chernozemny region’(CCR)  assets. At the same time, “Voronezh” bank is the largest  bank not only in the region but in the whole CCR. However, one should take into account that this region is  lags far behind the other economic regions singled out by the Central Bank of Russia by the number of operating banks: there are currently 22 banks operating in the region. Of the four banks in the Oblast two banks were established on the basis of  territorial branches of the “special” banks of the Soviet time. However, the destiny of these two banks was different: “Voronezh” established on the basis of Promstroybank has become the largest bank in the Oblast:  as of mid- 1977, its proportional weight in the amount of the Oblast’s banks’ assets was 59%. “Agroimpuls” which was created on the basis of the regional branch of the former Agroprombank holds the last position in the list of the Oblast’s banks by the amount of its assets, and  it is  21  times inferior to  the leader  by its respective index. The second and third positions  by  amount of  assets are occupied by the banks which, to our knowledge, are attributed to the category of  newly created banking institutions�- Petr Pervy and Yugo- Vostok.

By its level of concentration- as far as we can judge on the base of the current statistics�- the Oblast may be attributed to the most highly concentrated regions:  over 97% of the total amount of the Oblast’s banks’ assets falls on three banks. This to a significant extent is determined by a small number of the local banks. At the same time the largest of them- “Voronezh”- is also a leader among the local banks in all the major segments of the regional market of banking services. Thus, 62% of the overall volume of  the credits issued to the non- financial sector, 53% of the balance of accounts., 68% of the attracted population’s deposits fall on this bank�. “Voronezh” is  the only bank the capital of which exceeds  ECU 5 mln�. Two more banks have a capital over ECU 1 mln, and as of mid- 1997, there is only 1 bank- Agroimpuls- the index of  capital of which has not reached the lower margin set by the Central Bank’s Instruction # 1 for the banks for the period starting from 1999, but there is time to resolve this problem.

The characteristic  features of the Oblast’s banks are: rather an old- by the Russian standards- average age: all the banks were established  before 1991; low index of the banking closeness: the number of local banks relative to  the number of their affiliates, the HQ’s of which are located  beyond the borders of the said region, is minimum among all the regions- 0.08. Such Moscow giants as Incombank, Menatep, Rossyisky Credit have their affiliated offices in the Oblast, and the total number of   non- local banks reached 52. As of mid- 1997, the Oblast’s banks’ own network of affiliates  comprised 32 such institutions, of which 14 affiliates were owned  by “Voronezh”, 18 ( according to our data)- Petr Pervy and 1- Yugo- Vostok. The geographical structure of the network of affiliates of the Oblast’s banks is rather typical: an inevitable  affiliate ( in the case with Yugo- Vostok- representative office) located in Moscow, while  all other affiliates are located in the territory of the Oblast. The exceptions from this “rule” are fairly occasional.

In the structure of the aggregated balance of the Oblast’s banks the main ratio is rather similar to the correlations inherent in the banks of CCR on the whole ( see Fig. 12-16). The structure of  assets of the banks located in Voronezh differs from the average statistical regional bank, first of all, with the increased proportional weight of the assets which do not gain interest - 34 and 39%, respectively. At the same time the share  of “idle” assets in the regional banks’ assets  is on the average superior to the respective index characteristic of  the banks located in Moscow. The major reason for that is a high share of non- financial assets- buildings, equipment, investment, stocks of material resources. As of mid- 1997 the respective index of the Oblast’s banks  made up between 8% and 21% of their assets. However, with the account of overdue credits, unrecovered debts and non-material assets, the share of immobilized assets totaled  between 9- 26%  of the banks’ assets. It is worth noting that the two largest banks the amount of immobilized assets has  exceeded the amount of their own capital notably. Hence,  the part of the assets which is de- facto involved  in the financial turnover is significantly less compared to the amount as per their balance. This factor, in combination with the decreasing interest rates, make a task to maintain a profitability of  the transactions at the level  observed in the mid- 90’s be rather complicated.  It is not a surprise then that the profit received by the banks during the first half of 1997, in per cent to the banks’ assets, dropped from the height of 1996, when it had sky- rocketed to  between 8- 19.5%, to between 1.1- 5.6%  annualized. As to an increase of assets, it is also a complicated task. It is not accidental that Petr Pervy, as the bank which is most overburdened  with immobilization among the other banks,  failed to increase its assets in current prices for the period in question, while Yugo- Vostok was developing very dynamically, since the balance of the latter to the least extent  is affected by the afore- mentioned problems.  It should be noted, however, that that the  latter bank’s position was also influenced by  the outside factors: the list of shareholders of the bank has changed notably,  at the beginning of this year the bank’s authorized capital was increased up to RUR 5 bln., and the decision was made  increase the authorized capital further on- up to RUR 20 bln. Bank “Voronezh” also intends  to increase its authorized capital up to the same ceiling.

Considering the changes in the structure of the bank’s balance, the management of “Voronezh” also  energetically attempts to  get the bank adjusted to the new macroeconomic situation. In the bank’s liabilities, the share of capital on current and settlement accounts grew, and at present  the bank shifted its focus more on issuing credits to the non- financial sector: the share of  non- overdue loans increased up to 42% at the expense of the decrease in the proportional weight of inter-banking credits and securities. The number of the bank’s employees was reduced at some dozens. Nevertheless, these measures have not sufficed: according to the results of the half- year, the bank’s operational expenditures proved to be superior to the revenues resulted from the current activity, and the profit was received at the expense of the income resulted from the operations performed during the prior years. The undertaken measures, perhaps, would lead to some results in  the long run. At the moment, however,  one may interpret an acceleration of the rate of the bank’s assets in the third quarter  as a positive phenomenon: given that for the first half of 1997, the bank’s assets grew by 5%, in the third quarter the growth rate made up 10%.

M. Matovnikov, L.Mikhailov, L.Sycheva, E.Timofeev  
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Fig.12

The level of concentration of the assets of the region’s banks ( the share of the bank in the amount of the assets of the Oblast’s banks)

� EMBED MSGraph.Chart.5 \s ���

1.Voronezh	2.Petr Pervy

3. Yugo- Vostok	4. Agroimpuls



Fig. 13 

Structure of liabilities
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1. -Deposits

2- Market liabilities

3- Banks’  capital

4- Settlement and current accounts

5- Other  liabilities



Fig. 14

The structure of the assets which �gain interest
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1. The Fund of Compulsory Reserves in the Central Bank

2. Corresponding Accounts ( Nostro)

3. Fixed Assets

4. Other immobilized assets



Fig. 15

The structure of assets which gain interest

� EMBED MSGraph.Chart.5 \s ���

1- Loans issued to non- financial sector

 (including factoring and leasing)

2- Discounted promissory notes

3- Placed inter-banking credits

4-  Securities

A. Voronezh Oblast

B. CCR

C. Regional banks

Notes:

calculated as of 30 June 1997 by the banks operating as of 5 December 1997

(Sberbank of RF and Agroprombank exclusive)

The correlations are calculated as   averaged values.

�Banks of Bashkortostan

�The banks of the Republic of Bashkortostan� are larger on average compared to  regional banks or the banks located in the neighboring Subjects of the Federation, which, like Bashkortostan, are attributed to the Ural region. As of late 1996, the average assets per bank in the Republic made up RUR 203 bln., while the average regional Russian bank had assets totaled RUR 77.5 bln., and the average bank located in the Ural region ( Bashkortostan exclusive) had assets amounted to RUR 96 bln. In terms of  bank’s own capital, the gap between the Bashkir and the other banks is even bigger: the average Bashkir bank’s own capital is  RUR 72.5 bln. on average, which is 4.5 times superior to  the respective  index  of the average regional bank.�

Within Bashkortostan, the difference among banks is rather significant: as of late 1996 the banking system was determined by 4 of the 22 operating banks�. The share of the former banks made up over 90% of the overall assets of  the local banks  ( see Fig.16). The capital of each of these 4 banks, calculated in compliance with the Central Bank’s requirements, exceeded ECU 5 mln., and  as of early 1997 yet 8 banks had their capital over ECU 1 mln. “Bashcredit”, which is a leader among the local banks, by the amount of its capital  has a very few competitors in Russia: it is among the top 20 banks by this criterion and an indisputable leader among non- Moscow banks. At the same time 4 banks in Bashkortostan had the amount of their capital under  the sum of the authorized capital required.

Fig. 16

The share of the largest banks in the summary assets of the region’s banks

� EMBED MSGraph.Chart.5 \s ���

1- Bashcreditbank

2- Bashprombank

3- Sotsinvestbank

4 - Bank of Bashkiria

5- Other banks



The  financial results of the banks’ performance also differ greatly. 4 banks’ profit by the results of the financial year exceeded 20% of assets, while 2 banks had their liabilities exceeding their assets. However, on the whole the Bashkir banks are characterized with a very high level of capitalization. The balance capital makes up 38% of the amount of assets on average, while the capital calculated in compliance with the Instruction # 1 of the Central Bank of Russia  made up over 35%�

The leader’s respective index makes up over 60%, which is likely to be characteristic of rather  the real sector’s companies than financial institutions. Nevertheless, the low index of the capital multiplier does not hamper high profit rate: its level made up 15% on average, which is almost 3 times higher compared to the average Russian level and over 2 times higher the average level registered for regional banks.

The structure of liabilities (Fig.17) also differs from the average Russian banks greatly. Having significant amount of their own capital, the Bashkir  banks to a less degree attract paid resources (Under paid resources   we understand those kinds of liabilities by which     the bank pays interest, the rate of which is significantly higher compared to gains from transaction accounts ( IBC, deposits, Central Bank’s credits, issued debentures))

�Fig. 17 

Structure of liabilities

� EMBED MSGraph.Chart.5 \s ���

1- Deposits

2- Market  liabilities on borrowings

3- Short- term loans, including credits of the Central Bank of Russia

4-. settlement. and current accounts

5- Corresponding accounts ( loro)

6- Other  liabilities



Note* Bashkir banks exclusive

Calculated by banks operating as of 1.01.97, Bashkortostan- 22 banks, Ural- 117 banks;

Regional banks- 1167, Moscow banks- 826 ( Sberbank and Agroprombank exclusive)

�The share of deposits and promissory notes in the banks’ balance made up 14%, which is almost 2 times inferior to  the regional banks’ average level and  rather close to the average Russian index ( 16%). At the same time, however,  the Bashkir banks attracted capital in the market of interbanking credits to a less extent compared to the average Russian bank- 9% and 17%, respectively.

The structure of demand deposits  and other interest- free liabilities of the Bashkir banks if of a specific interest. One first of all should pay attention to the higher share of budgetary capital: 9% of  liabilities. This is 3.5 times higher than the average Russian level and 2 times higher than the average index of regional banks.

More than a half of the budgets’ capital falls on the capital of the Republic’s and local budgets, which is also  specifics of financial flows in the Republic’s banking system ( see Fig.18). The revenues and expenditure of the Federal budget relative to the amount of assets are higher in the banks of both other administrative and territorial regions in the Ural region and in Russia on the whole when compared to the Bashkir banks ( although their balances may have rather close values).

�

Fig. 18

The budgetary and extrabudgetary funds’ capital in banks’ liabilities by regions, in % to liabilities

� EMBED MSGraph.Chart.5 \s ���

1- Federal budget’s capital

2- Capital of the territorial budgets

3- Capital of extrabudgetary funds ( Pension Fund exclusive)

4- Capital of the enterprises financed from the Federal budget

5- Deposits of the budgets

*See Note to Fig.17

�However, the correlation between the capital of budgets of different levels  does not matter so much: the Bashkir banks- holders of the budgetary accounts show only the the balance.of the Federal budget’s accounts. The banks do not  show the Federal budget’s capital spending. Such  accounting of the budgetary financial flows hampers both comparison the Bashkir banks with the banks from other regions and the general estimation of the financial state of the former. At the same time, the market of services with regard to  the .budgetary accounts is characterized with a higher level of concentration comparing to  Russian regions on average: the budgetary capital is concentrated in 10 banks, which makes up 45% of the total number of operating banks as of early 1997 against the average rate  of 63%  reported by regional banks of RF on average.

The Bashkir banks spend quite significant amount of money on maintenance of their facilities: the value of buildings and investment in their assets exceeded 15%, while the average Russian rate was 6.5%. The amount of the material and non- material assets exceeded 16% and has determined an increased level of assets not gaining interest comparing to the respective average Russian  level (37% against 28%, see Fig.19). The high level of the banks’ own capital allows the majority of them not to put their clients’ capital at peril. However, in 4 banks investment to physical assets exceeded their own capital.

The structure of assets not gaining interest as a whole and their share in  banks’ assets is rather close to the averaged structure of the regional banks’ immobilized assets. Non- Moscow banks on average also have a higher proportional weight of assets not gaining interest comparing to Moscow banks, and in the assets  of the former banks the share of material assets is rather high. The level of corresponding accounts ( nostro) in the Bashkir banks is fairly close to the average rate reported by regional banks: about 10% as of late 1996 and 7% as of the late Ist quarter of 1997. From the viewpoint of “freezing” capital in the Fund of Compulsory Reserves (FCR) of the Central Bank of Russia, the Bashkir banks have found themselves in a more favorable position comparing to average Russian bank: the share of FCR placed in CB in the Bashkir banks’ assets is approximately one per cent inferior to average Russian bank, which may be attributed to a higher share of own capital in their liabilities.



�



Fig. 19

Structure of assets not gaining interest
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1- Fund of  compulsory reserves

2- Corresponding accounts ( nostro)

3- Fixed assets

4- Other immobilized assets

*See note to Fig.17





Fig. 20

Structure of assets  gaining interest
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1- Loans to non- financial sector ( factoring and leasing inclusive)

2- Discounted promissory notes

3- Placed inter-banking credits ( IBC)

4- Investment

* See note to Fig. 17

�At the same time,   though the respective shares of assets are similar in both groups, the Bashkir banks differ  notably from other regional banks in terms of  directions of placement of capital in assets gaining interest (see Fig.5). These are, first of all, higher proportional weight of  investment in securities in general and, particularly, state T-bills (  as of late 1996, 17% against 11% on average by regional banks by securities in general and 13% against 9% by state T-bills). In the first quarter of 1997 this trend  has developed. The share of securities in the Bashkir banks’ assets exceeded 20%, thus  providing them with a higher correlation of liquid assets  relative to the total amount of assets- about 25% ( the average respective index by regional banks is about 20%). However, the GKO profitability rate was decreasing  fast, and transactions in this market could not provide the prior year’s level of profitability. The drop in profitability in the state bonds market became an important factor of a drop in profitability in the first quarter.  The Bashkir banks’ profit  on assets calculated per year dropped from 15.4% in 1996 to 8.8% in the first quarter of 1997. It should be noted, however, that should the banks be capable of maintaining the  latter level  in the future, the efficiency of their activity should be higher compared to the average Russian level ( 5.5% in 1996).

The Bashkir banks are  somewhat more active in the IBC market compared to regional banks- 5.8- 6%  against 3%  of assets. The Bashkir banks  are not, however, as active in using promissory notes schemes: the discounted promissory notes in  the Bashkir banks’ assets  made up only 2% given that the average level by regional banks is 6%. The share of the loans to non- financial sector is rather similar to average indices by regional banks ( 39% and 40% by non- overdue and 5% and 6%  by overdue credits, respectively). Such a policy in placement of assets  allows to assume that the risks characteristic of the Bashkir banks’ assets are   somewhat lower compared to the respective rate of regional banks. Combined with a higher capitalization rate,  such a policy allows the banks to have higher average indices of capital sufficiency. This, however, does not exclude  that  some banks may have rather serious problems. Thus, in the first quarter of 1997, despite  the reduction in  credits issued to the non- financial sector- the major source of the credit risks- 10% of the banks, including the largest ones faced  a growth in overdue credits. As a result, the overall volume of overdue credits grew by 20% and made up almost 7% of assets, while by regional banks on the whole the level of overdue credits in their assets has not changed ( about 6%).

The drop in  the credit portfolio’s quality requires an increase of both reserves under potential losses by loans and forwarding the banks’ own capital to reimbursement of  “hopeless” debts. The Bashkir banks cannot handle these problems at a full rate: the ratio of  reimbursement of overdue credits with the bank’s reserves dropped from 0.99 in late 1996 to 0.85 by the end of the first quarter of 1997. As a result, the banks  experience some problems with maintaining their customary level of expenditures, which is so far many times superior to the level of operational expenditures of  foreign banks ( see Fig. 21 and 22).

The drop in the financial margin is an objective trend,  and, compared to other regions’ banks, the Bashkir banks enjoy some advantages in terms of adjustment to this process; a  relatively  low share of attracted capital resulting in per cent expenditures, relatively low level of competition  for clientele on the part of other regions’ banks. On the other hand,  targeted efforts should be made to reduce the proportional weight of immobilized assets and increase the share of operating assets.



�Fig.21 

Operational expenditures and operational margin of the Bashkir banks by the results of 1996 (%)
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1- Istronbank		Salavat

2- Bashkiria		Ufa

3- Bashenergobank	Ufa

4- Inzer		Ufa

5- Bashkomsnabbank	Ufa

6- Sotsinvestbank	Ufa

7- Basheconombank	  Ufa

Fig. 22

Operational expenditures and operational margin of  the OECD countries’ banks, averaged per the period of 1990- 1993 (%).
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M. Matovnikov, L.Mikhailov, L.Sycheva, E.Timofeev  

� On October 6, 1997, the maximum RTS-1 Index value was 571.66.

� E.g., according to Reuters, the Indonesian currency devaluated by 65% for the first three weeks of 1998.

� One – two months ago forward dollar quotations up to the middle of February of 1998 were at the level of 6025 – 6035 rubles/$.

� The  Control Office of the Central Bank on Voronezh Oblast refused to comment major data on the controlled banks.

� For more details, please refer to “Finansist” #9- 1997.

� All the per cent data are given excluding  the share of Sberbank’s structures and  affiliates of banks- “outsiders”  operating in the territory of the Oblast.

� According to the Central Bank’s rate as of late June 1997 

� By 22 banks as of late 1996; in 1997, the number of banks in the Republic reduced by 3 ( “Karaidel” bank   became an affiliate of Sotsiinvestbank, and yet two banks’ licenses were canceled)

� The capital was calculated  as of early 1997 in compliance with the Instruction # 1 of the Central Bank

� According to the CB of RF data in Bashkortostan there are 4 affiliates of the banks- “outsiders”: this is much less compared to the Ural region on average: in the region, on average,  there are 37 affiliates of banks-” outsiders” per administrative territory. This paper does not cover the activity of such affiliates, and, accordingly, the indices by the Russian banks do not include Sberbank and Agroprombank.

� Here and forthwith weighted average indices are represented, which allow to show the banks’ state in the regions on the whole more adequately comparing to arithmetic mean.
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