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Budget Policy

The data on execution of the federal budget between January to April 1999 are represented in Table 1. Deflation of indices was made using CPI. As the table shows, the level of tax revenues and  general level of revenues in real terms continued its growth in April 1999. Real revenues of the federal budget reached the level of their respective period of the prior year, while expenditures were cut substantially.

For the first quarter 1999 the level of revenues  made up 11.4% of GDP (versus 10.4%  in the first quarter 1998 and 11.3% for 1998 as a whole), including 10.3% of GDP provided at the expense of tax revenues (9.0% of GDP and 8.8% of GDP in the respective periods), and expenditures- 16.4% of GDP (15.9% of GDP for the first quarter 1998, 14.5% of GDP for the whole 1998). Hence, as of April 1, 1999, the level of budget deficit   made up 5% of GDP ( 5.4% of GDP in 1998) (Difference in dynamics of deflated indices of budget execution and dynamics of the analogous indices  in shares of GDP  can be attributed to the difference between the deflator basing on the price index and GDP deflator. The nominal volume of GDP does not fully reflect price rise in the economy for the analogous period of time, and as a result the indices  as percentage of GDP show somewhat overestimated level relative to real dynamics). The dynamics of real  tax  debts to the federal budget  are shown in Fig.1. As of June 1, 1999 the overall volume of tax debts to the federal budget made up Rb. 183 bln.  According to STS, as of June 1, tax revenues to the federal budget  made up Rb. 119 bln., which implies that  they slid 1.5 times in real terms when compared with their respective period of the prior year ( five months).

Table 1

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

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

S. Batkibekov
Monetary Policy

In May – June 1999 the tendency to a decline of rates of consumer prices' growth has been holding (see Fig. 1). Thus, in May the Consumer Price Index amounted to 102.2%. In June, according to preliminary estimates, the inflation comes down to 1.5 – 1.7%. In total, for the first five months the consumer prices have grown up by 22.2%. At the same time, during April – May the rates of producer prices' growth exceeded the CPI rates and remained at the level of 3.5 – 3.6% per month. This fact can induce an acceleration of consumer prices' growth during next months. However, one can expect a seasonal weakening of inflationary pressure in summer. It is expected, during nearest several months the CPI rates will likely fluctuate between 1.0 – 1.5% a month.

Figure 1.
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Figure 2.
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Since the beginning of April 1999 the Russian Central Bank moved to a policy of foreign reserves accumulation. One can see from Fig. 2, during the period the foreign reserves and the monetary base both grew. One to the fact that RCB was not granted credits by any international institution lately, the increment of gross foreign reserves was in line with an increment of net foreign reserves. Thus, the growth of monetary base and one of its counterpart – net foreign reserves was not accompanied by any significant rise in net domestic assets.

In June 1999 the volume of the RCB's foreign reserves stabilised at the level of $12.0 – 12.1 bln. Since May 1, 1999 the increment of monetary base amounted to 14.6%. The total volume of money supply in May reached 16.2 bln. rubles, in June (by June 18) – 16.7 bln. rubles. Nevertheless, now the real monetary base is by 24% below the level observed before the August crisis.

During the first half of 1999, after a fall by 45% in Autumn 1998, the real ruble exchange rate stabilized at a level corresponding to December 1994 – the very beginning of 1995 (see Fig. 3). Since April 1999, the tendency to some increase in real ruble vs. US dollar exchange rate of has appeared. For the two months the ruble appreciated by about 4%.

Figure 3.
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On June 10, 1999 the Russian Central Bank altered its refinancing rate first for the last year. It was lowered by 5 percentage points to 55% annualized. However, in the current situation of limited number of participants on government securities market any change in refinancing rate has only a symbolic nature.

S. Arkhipov, S. Drobyshevsky

Financial Markets

The government securities market. Prices on the Russian currency bonds started to grow faster in June 1999. Quotations on all series of Minfin bonds reached the pre-crisis level by the end of the month (over 20% of face value). During the second half of the month some decline in prices was registered at the market. In our view, the reason was a technical correction after the one and a half month of growth (see Fig. 1). Granting of the IMF loan to Russia in July, will result in higher quotations on Russian debt.

Figure 1.
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Figure 2.
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Quotations on Russian eurobonds grew as well in May – June, although not as fast as the prices on Minfin bonds (see Fig. 2). Prices on the shortest dollar-denominated eurobonds (matured in 2001) reached 65 – 70% of face-value. In June the Ministry of Finance paid off coupons on two tranches of eurobonds amounting to about $280 mln. The volume of coupon payments in July will equal to $320 mln. The next coupon payment falls on the end of November, hence, in August – November one can expect the prices on Russian eurobonds are likely not to rise substantially. Growth is possible only after the investors are sure that Russia is able to meet new liabilities on coupons. 

Stock market.
During June 1999 Russian stocks’ quotations have grown significantly. After a relative calm situation which observed in the 

second half of May (the RTS-1 Index ranged between 98 to 101 points), in June investors’ mood changed (see fig.3). Between June 7 to June 22 the RTS-1 Index grew from 100 to 130 points. During this period the average growth rate was about 2.2% per day. Then quotations of Russian stocks dropped slightly: by June 29 the index fell to 122 – 123 points.

In May 1999 the RTS-1 Index grew from 91.83 to 97.64 points, i.e. by 6.33%. According to preliminary estimations, in June the index will grow from 97.64 to 123 points. Should it happen, the index increment in June should make up 26% (about 108.4% for the first six months of 1999).

In June 1999 a rapid growth in stock prices has an influence on the trading volume in the RTS-1 (see fig.3). According to preliminary estimations, in June the total volume of trades in the RTS-1 will reach $275 mln. That is at 39.6% superior to the level of May ($197.3 mln.) and 10 times higher compared with the respective index registered in January 1999 ($26.8 mln.). For the first half of 1999 the total turnover in the RTS-1 made $950 mln. However, that index makes up only 12.7% of the trading volume registered for the first six months of 1998.

Figure 3.
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Figure 4.
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In June 1999 of the Russian blue chips it was the stocks of ‘Megionneftegaz’ – 70.1%, ‘Sberbank’ – 69.5%, ‘Mosenergo’ – 65.6%, ‘Irkutskenergo’ – 65.2% and RAO 'UES Russia' – 50.9%, quotations of which grew most rapidly. The change in prices of the most liquid stocks quoted in the RTS-1 is shown in fig. 4.

In June 1999 the structure of trades in the RTS-1 has changed. A significant growth in the volume of trading resulted in some leveling among shares of the blue chips. In particular, in mid-May the total share of three most liquid stocks was about 82% of the all turnover in the RTS-1. As of the second half of June the share of three most liquid stocks dropped to 62%. During the 3rd week of June the share of RAO ‘UES Russia’ stocks in the total volume of trades was about 33.2%, ‘Mosenergo’ stocks – 16.2%, ‘Surgutneftegaz’ stocks – 12.3%, ‘LUKoil’ stocks – 11,6%, ‘Sibneft’ stocks – 6.0%.

In June 1999, the main factors for the change in stocks’ quotations were as follows: first of all, some progress in the Russian government – IMF relationship: in early June at their meeting in St.Petersburg Messrs. Stepashin and Camdessus declared that both sides intended to continue an accomplishment of the IMF loan program in Russia. In spite of the fact that the Russian State Duma has rejected the ‘filling stations tax’ bill, in all in June the Duma approved the Government’s package of bills, of which the following bills seem most important: on introducing amendments to the first part of the Tax Code; on credit institutions restructuring; on granting the Russian Central Bank with a right to issue bonds; on increasing tax rates on vehicles with engine volume exceeding 2.5 liters ; on introducing amendments to the law ‘On the Russian state tax service’, etc.

Secondly, in the second half of June at the meeting in New York the Russian Minister of Finance Mr. Kasianov and largest Western creditors to Russia have compromised on postponement for Russia servicing the former USSR debts. This fact improved the portfolio investors’ mood on the Russian stock market. That happened despite the decision of Fitch IBCA to cut the index of bonds in which the Russian debts to London club (IANs) were transformed from CC to DD.

Thirdly, since June 23, 1999 foreign investors have had a possibility to buy stocks of Russian companies at the expense of financial assets which they got from GKO-OFZ redemption. Moreover, now non-residents may purchase corporate bonds on both the primary auction and the secondary market on the MICEX.

Fourthly, in late June 1999 the largest Russian corporations have held annual shareholders’ meetings. In particular, such meetings were held at RAO ‘UES Russia’, RAO ‘Gazprom’, ‘LUKoil’, ‘Rostelekom’, ‘Tatneft’, ‘Aeroflot’, etc. On the eve of the meetings the stock market demonstrated an increased speculative demand for shares of those companies.

Fifthly, after the fall in oil prices on the international markets in May 1999, in June those began to grow once again. Between late April to early May prices for contracts on Brent oil reached the maximal value of 17 dollars per barrel. However, by early June the oil price dropped to the level of 14.5 dollars per barrel. After that the oil prices dynamics changed. Hence, by late June prices of Brent oil grew to 16.5 dollars per barrel.

Sixthly, in June the majority of the largest foreign stock markets demonstrated a growth in stock indices (see tab.1). Contrast to that one could note fluctuations in the Dow Jones Industrial Average Index dynamics (see fig. 5). To some extent these fluctuations were resulted from a lack of certainty with respect to expected FRS’ decision to increase the discount rate for the purpose of lowering the inflation rate in the USA.

Table 1. 
Dynamics of the Foreign Stock Indices

as of June 28, 1999
value
the change in value during the last week (%)
the change in value during the last month (%)

The Dow Jones Industrial Average (USA)
10655.15
-1.49%
0.90%

Bovespa Index (Brazil)
11264
-6.06%
2.99%

IPC Index (Mexico)
5574.54
-4.28%
2.06%

Nikkei-225 (Japan)
17610.58
-0.72%
9.30%

DAX-30 (Germany)
5356.95
-1.35%
5.66%

CAC-40 (France)
4465.23
-1.76%
2.62%

Figure 6.
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Figure 7.
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Interbank loan market. In May – June 1999 the interest rates on overnight ruble interbank credits went down to 4.5 – 5% annualised. Main reason for a substantial consistent fall in credit rates lies in an excess of liquidity within banks – main participants of the IBC market. Indirectly it is supported by an increased amount of unborrowed reserves of commercial banks on their accounts in the RCB
. Thus, during last three months the demand for borrowing at the interbank market fell sharply, which was reflected on interest rates dynamics.

Foreign exchange market. In June 1999 the situation on the foreign exchange market was quite stable. Moreover, investors did not demonstrate any significant growth in demand for dollars. To some extent that was possibly caused by both a strong regulated schedule of the market (for more details, please refer to the IET report, May 1999) and investors’ expectations of new rouble instruments, which the Bank of Russia planned to issue. The RCB’s chairman Mr. Geraschenko noted that it is possible to issue new bonds without coupons in July 1999Stability in the situation on the foreign exchange market has allowed the Central Bank to reintroduce the single trade session for ‘dollar/ruble’ operations since June 29, 1999. This decision (№17-P) became effective as of June 16, 1999. At the same time, since June 29 the previous RCB’s order on the special trade sessions from September 28, 1998 №57-P was canceled. In this context it is necessary to note that despite a stable situation on the ‘ruble/dollar’ exchange market and increased RCB’s foreign reserves (see section on Monetary policy), the ruble faced a growing danger of attack.

In May 1999 the official dollar exchange rate grew from 24.23 rubles/$ to 24.44 rubles/$ (see fig.7). That corresponds to 0.87% a month (10.91% annualized). The ‘today’ dollar exchange rate in the SELT grew from 24.162 rubles/$ to 24.438 rubles/$, i.e. by 1.14% a month (14.6% annualized). In May the ‘tomorrow’ dollar exchange rate grew from 24.594 rubles/$ to 24.695 rubles/$, i.e. by 0.41% a month (5.07% annualized).

In June 1999 the official dollar exchange rate dropped from 24.44 rubles/$ to 24.22 rubles/$. That corresponds to –0.9% a month. According to preliminary estimations, the ‘today’ dollar exchange rate in June fell from 24.438 rubles/$ to 24.218 rubles/$ (as of June 25), i.e. by also 0.9% a month. According to preliminary estimations, the ‘tomorrow’ dollar exchange rate dropped from 24.695 rubles/$ to 24.387 rubles/$ (as of June 25). That corresponds to –1.28% a month.

In June 1999 the volume of turnover in the SELT was at quite a high level. According to preliminary estimations, the overall trading volume of the most liquid ‘today’ and ‘tomorrow’ contracts in June made up 71600 mln. rubles and 29800 mln. rubles, respectively. Should it happen, the total volume of turnover by the contracts should be at 1.6% superior to the respective index registered in May.

Figure 7.
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In June 1999 a situation on the ‘German mark/ruble’ market also stabilized: the DM rate slowly dropped. According to preliminary estimations, in June the trading volume on German mark in the SELT would be about 197 mln. rubles. That is at 19.5% superior to the respective index registered in May.

In May 1999, the official ‘German mark/ruble’ exchange rate dropped from 13.16 rubles/DM to 13.05 rubles/DM. That corresponds to –0.84% a month. In May in the SELT the ‘tomorrow’ German mark exchange rate grew from 13.193 rubles/DM to 13.310 rubles/DM, i.e. by 0.89% a month (11.22% annualized).

In June 1999 the official German mark exchange rate continued to drop: the rate fell from 13.05 rubles/DM to 12.89 rubles/DM (see fig.8). That corresponds to –1.23% per month. According to preliminary estimations, the ‘tomorrow’ German mark exchange rate in the SELT dropped from 13.310 rubles/DM to 13.0 rubles/DM (as of June 25). That corresponds to –2.36% per month.

Figure 8.
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Table 2. 
Indicators of Financial Markets.

month
February 99
March 99
April 99
May 99
June 99*

inflation rate (a month)
4.1%
2.8%
3.0%
2.2%
1.5%

annualised inflation rate by the month’s tendency
62.0%
39.3%
42.6%
29.8%
19.6%

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

annualised yield to maturity on OFZ issues
118%
89.14%
80.39%
75.90%
50%

volume of trading in the secondary GKO-OFZ market a month (billion rubles)
0.930
4.45
3.35
4.28
19

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






3rd tranche
900%
1050%
6557%
–
–

4th tranche
95%
95%
104.7%
80.3%
56%

5th tranche
50%
55%
51.5%
40.1%
29%

6th tranche
60%
65%
44.9%
42.0%
31%

7th tranche
45%
50%
33.0%
33.1%
23%

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






overnight
39%
41%
16.7%
5.8%
5%

1 week
30%
29%
11.2%
11%
10%

official exchange rate of ruble per US dollar by the end of the month
22.84
24.18
24.23
24.44
24.22

official exchange rate of ruble per Euro by the end of the month
25.11
25.94
25.73
25.52
25.07

average annualised exchange rate of ruble per US dollar growth
1.06%
5.87%
0.21%
0.87%
-0.90%

average annualised exchange rate of ruble per DM growth
-2.64%
3.31%
-0.81%
-0.82%
-1.76%

volume of trading at the stock market in the RTS for the month (millions of USD)
102.3
186.8
161.2
197.3
275.3

the value of the RTS-1 Index by the end of the month
70.03
80.36
91.83
97.64
123

growth in the RTS-1 Index (% a month)
27.06%
14.74%
14.27%
6.33%
26%

*/ estimated

S. Arkhipov, S. Drobyshevsky

Non-Performing Bank Assets and Lack of Reserves

By the end of the month a sharp change of ARKO policies towards largest Russian banks began to show: ARKO’s participation in the reorganization of “Rossiiski Kredit” Bank was announced, the question of the form it will participate in reorganization program for “Promstroibank” is currently discussed. Practically at the same time the head of the IMF permanent mission in Russia declared that the banking crisis was over. However the available financial reports of the banking sector are not very optimistic. For instance, amounts of overdue debt repayments in the banking sector increased by 13.3 per cent in the first quarter of 1999 and made 11 per cent of the aggregated credit portfolio of commercial banks as on April 1, 1999
.

The appraisal of the crisis’ severity and prospects of recovery depend to a great extent on approaches to the evaluation of non-performing assets. When applying multipliers for determining the share of credits the borrowers had stopped servicing, it turns out that the share of frozen federal debt instruments (FDI) in non-performing assets is less than that of non-performing credits. By using this approach it becomes possible to evaluate the share of the state securities in the total non-performing assets at 38.3 per cent including Sberbank and at 22.5 per cent excluding Sberbank. By the beginning of 1999 the share of state debt instruments (SDI) in non-performing assets decreases and makes 35.4 per cent (19.4 per cent excluding Sberbank).

In case only overdue credits shown in financial statements are taken into account, the level of non-performing assets as on October 1 is considerably lower at 12.6 per cent including Sberbank and at 8.3 per cent excluding Sberbank. The share of Ruble-denominated SDI makes 61.5 per cent of the total non-performing assets including Sberbank and 42.4 per cent of the total non-performing assets without Sberbank figures.

In the fourth quarter the increase in non-performing assets slows down, moreover, when applying multiplier of overdue credits the level of non-performing assets at the end-year becomes somewhat lower as on October 1 (by 0.1 percentage point without Sberbank and by 1.6 percentage point including Sberbank). However, the reduction was mainly due to a decreasing ratio between loans of second and fourth groups
to overdue loans from 2.7 on 1.10.98 to 1.9 on 1.01.99
 as per the statement of assets an liabilities, as well as by banks’ diminishing SDI portfolio
. At the same time the overdue debts of clients shown in accounting documents continued to increase.

The major part of overdue credits, including bills of exchange and promissory notes, originated in the non-banking sector. On the average their share made 82 per cent
as on 1.10.98 while the share of overdue inter-bank credits (IBC) and banks’ bills of exchange made 18 per cent; only the first ten banks with largest assets the share of overdue IBC in the total outstanding credits was by 41.6 per cent higher than the average figures (25.5 per cent). As Fig. 1 demonstrates, loans denominated in foreign currencies constitute the major part within the share of outstanding credits in banks’ assets. While the share of Ruble-denominated outstanding loans practically did not change, the share of other overdue assets increased twofold (from 0.6 to 1.3 per cent of assets), at the same time the share of outstanding loans to enterprises denominated in foreign currencies in assets increased from 1.1 per cent as on August 1, 1998 to 3.5 per cent as on 1.01.99. The relations between borrowers of loans denominated in foreign currencies and in Rubles and banks developed differently in the first months after the crisis and in the last quarter of the year. In absolute terms the surge of failures to repay Ruble-denominated loans was registered in August through September, while the growth of outstanding indebtedness denominated in foreign currencies initially even slowed down as compared with pre-crisis period. However, in the fourth quarter the increase in overdue repayment of debts in foreign currencies in dollar terms made 38 per cent (see Fig. 2). In case Ruble loans are converted into dollars it turns out that their depreciation outpaced the increase in overdue repayment of foreign currency loans. On the whole, overdue loans to enterprises and organizations in dollar terms decreased by 8 per cent in the five crisis months of 1998 (at the same time average amounts of banks’ assets in dollar terms fell more than by half).

The other side of the increase in overdue repayment of loans was lower levels of reserve coverage of credits. This indicator was inadequate for the banking system at large even before the crisis as reserved amounts did not cover even outstanding credits (the ratio between reserves and outstanding credits was 88.1 per cent as on August 1). In two months the level fell to 66 - 67 per cent. At the same time the norms set by the Central Bank for amounts to be reserved for the coverage of possible credit losses envisaged 1 per cent reserve for standard loans, 20 per cent for non-standard loans, 50 per cent for doubtful loans, and 100 per cent for loss loans. Banks’ financial statements do not allow the direct evaluation of the lack of reserves and to adjust indicators of capital adequacy accordingly. Thirty largest banks, as per Central Bank’s information, lacked about Rub. 23.5 billion of reserves as on October 1; by 1.04.99 the situation improved to a certain extent as this amount decreased and made Rub. 11.2 billion. Respectively, the adjustment of capital adequacy shall be made. The ratio between capital and assets decreased by 26 per cent (from 12.1 to 8.9 per cent) as on October 1; it further decreased by 19.3 per cent (from 14.0 to 11.3 per cent) as on January 1; and by 9.5 per cent (from 12.7 to 11.5 per cent) as on April 1.

In case the available information on qualitative characteristics of the credit portfolio of the thirty largest banks is assumed to be true for the whole banking system, the total amount of lacking reserves may be evaluated at Rub. 35 billion, or 4.9 per cent of assets excluding Sberbank, and Rub. 41.9 billion, or 4.6 per cent of the total assets including Sberbank as on October 1.

The non-performing assets discussed above are not the only ones on the list of immobilized assets of Russian banks. In particular, a specific feature of the Russian banking system is a large share of fixed assets. On the eve of the August crisis the share of financial assets proper made 94.7 per cent. Inflation somewhat depreciated banks’ investment into movable property and real estate, therefore decreasing the share of funds immobilized in material non-financial assets. By 1.10.98 this indicator diminished to 3.8 per cent; however this figure is considered rather high by international standards. At the same time, capital indicators calculated by methods of the Basle Committee if adjusted for investment in real estate and the lack of reserves for credit losses fell under 2 per cent of assets by 1.10.98; the situation did not improve in the fourth quarter.

Fig. 1

Outstanding Loans (Principal) and FDI Share in Rubles in Assets.
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Fig. 2 
Changes in Outstanding Loans to Enterprises in May through December of 1998.
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M. Yu. Matovnikov, L. V. Mikhailov, L. I. Sycheva, Ye. V. Timofeev

Investments in Financial and Non-Financial Assets.

The investment environment formation is dominated by factors of decreasing activities on the stock and monetary markets. In January through May of 1999 investment in the fixed capital decreased by 2 per cent as compared with the last year levels and made Rub. 144.2 billion. This year the diminishing of investment in the real sector of the economy were accompanied by a change in the technological structure. Due to the lack of funds investment in housing and other construction projects fell, while the share of machinery and equipment purchasing costs grew. If in 1998 the share of investment in machinery and equipment was 30.5 per cent, this year it made 34.8 per cent.

As the business situation changed this year, the share of private investment in the structure of sources for capital assets financing diminished and made 26.4 per cent as compared with 30.7 per cent in the first quarter of the previous year. The major part of private investment was financed from funds of individual builders. As income and savings levels change, a diminishing investment in the residential construction is observed. In the first quarter of 1999 the share of financing for housing construction in the total amount of investment in fixed capital made 15.9 per cent as compared with 18.0 per cent in the respective period of the previous year. A decrease in the amount of investment in the residential construction was intensified by the curtailment of the governmental activity on the housing market and by extremely inadequate implementation of programs for providing housing for the military, the personnel of the inner affairs agencies and individuals subject to be moved to new places of residence.

It shall be noted that alongside with a trend towards decreasing investment in the real sector of the economy it was observed an increase in investment into enterprises with foreign participation and 100 per cent foreign-owned enterprises from 8.6 per cent in the first quarter of 1998 to 11.3 per cent in the respective period of this year. This phenomenon may be explained by both a slump in activity of other institutional investors and by the policy of foreign investors aimed at maintaining and developing the prospective Russian market.

The major part of the investment in the Russian economy is the investment in the real sector. Financial investment is only emerging and does not noticeably affect capital markets.

The total amount of financial investment of enterprises and organizations made Rub. 52.9 billion in the first quarter of 1999. In the extremely unstable situation of the financial sector of the economy there was observed absolutely opposite alignment of long- and short-term financial investment. In the first quarter of 1999 the share of short-term financial investment was 66.9 per cent, or Rub. 35.4 billion. As high risks persisted while yields on securities and shares decreased, the short-term sector of the financial market gathered in importance.

Table 1


I quarter 1999
I quarter 1998
I quarter 1997


Rub. mil.
% of total
% of total

Financial investment (except small businesses)
52912
100.0
100.0
n/a

including:





long-term
17537
33.1
69.9
n/a

short-term
35375
66.9
30.1
n/a

Investment in non-financial assets
122.1
100.0
100.0
100.0

including





in fixed capital
80.9
66.3
67.4
57.9

in overhaul of fixed capital
12.0
9.9
8.4
11.9

in non-material assets
1.3
1.0
1.2
1.9

in other non-financial assets
0.3
0.2
0.4
0.1

in addition of stocks of material working assets
27.6
22.6
22.6
28.2

Source: Goskomstat of RF

Internal funds of enterprises and organizations remain the major source of investment financing. In the first quarter of 1999 internal funds made 79.7 per cent of the financial investment and 59.7 per dent of investment in the fixed assets. It shall be noted that this year the share of accumulation funds in the structure of internal funds increased as profits tended to grow. While in the first quarter of 1998 the share of accumulation funds in financial investment made 11.9 per cent, it reached 20.3 per cent in the first quarter of 1999. It shall be noted that an increase in the share of borrowed funds in the financing sources for financial investment from 10.1 to 20.3 per cent was observed, while the share of investment in fixed assets grew from 37.1 to 40.3 per cent. The share of bank credits and loan proceeds in the structure of borrowed funds increased as compared with the respective period of the previous year. In the first quarter of 1999 the share of bank credits in the structure of financial investment increased from 3.1 to 12.0 per cent as compared with the respective period of the previous year. Similar trends were found out upon comparative analysis of the structure of investment in fixed assets as broken down by sources of financing; the share of bank credits and loan proceeds made 11.5 per cent as compared with 7.7 per cent in the first quarter of the previous year. Due to this a decrease in the share of budgetary financing sources of investment in the real sector of the economy was made up for to a certain degree.

Figure 1
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Long-term financial investment (without small businesses) transformed towards a considerable increase in investment into subsidiaries and affiliates, while the share of investment in other entities fell to 4.6 per cent that allowing the minimization of risks related to sharp fluctuations on monetary and stock markets.
Table 2

Financial Investment Structure (without small businesses):


Rub. mil.

I quarter 1999
I quarter 1998

Financial investment
52914
100
110427.8
100

including:





Long-term investment of enterprises
17537
33.1
77214.2
75.9

including:





investment in subsidiaries and affiliates
7975
15.1
4824.5
4.3

investment in other entities
2458
4.6
17658.3
16.0

other long-term financial investment
7104
13.4
54741.4
49.6

Short-term investment of enterprises
35375
66.9
33213.6
30.1

including:





investment in subsidiaries and affiliates
679
1.3
569.9
0.5

investment in other entities
224
0.4
316.8
0.3

other short-term financial investment
34472
65.2
32326.9
29.3

Source: Goskomstat of RF

In the first quarter of 1999 64 per cent of the total financial investment were made in goods-producing sectors. Financial investment of industry made almost 60 per cent of the total investment in this period. The share of short-term financial investment of industry was 71.5 per cent of the total financial investment. In the first quarter of 1999 financial investment of industrial enterprises in the development of the sector they belonged to amounted to Rub. 14.3 billion, or 44.8 per cent of the total financial investment of industrial enterprises, while their investment in financial and credit agencies was Rub. 15.1 billion, or 47.2 per cent.

Forwarding enterprises made financial investment mainly in financial and credit agencies, which totaled to Rub. 1 billion (28.6 per cent of the total financial investment made by forwarding enterprises), their investment in industrial enterprises amounted to Rub. 0.6 billion (16.2 per cent), in other enterprises of the same sector - Rub. 0.6 billion (15.6 per cent).

Construction enterprises made financial investment mainly in enterprises of the same sector - Rub. 0.8 billion (48.0 per cent of the total financial investment of enterprises within this sector) and in financial and credit agencies - Rub. 0.5 billion (25.5 per cent).

By the beginning of April, 1999, accumulated financial investment made Rub. 256.5 billion (as compared with Rub. 256.0 by the same date in 1998). The largest share in the structure of accumulated financial investment was that of long-term financial investment - 66.1 per cent, while short-term financial investment made 33.9 per cent.

Industrial enterprises were in the lead in terms of accumulated financial investment by the beginning of April, 1999, which made Rub. 169.1 billion (65.9 per cent), while the share of financial and credit agencies in the total amount of financial investment made 0.7 per cent, or Rub. 1.9 billion. Last year industry was to a considerable extent inferior to financial and credit agencies in terms of accumulated financial investment - 24.0 and 31.0 per cent respectively.

The share of twenty regions made 84.6 per cent of the total amount of financial investment; the share of Moscow was 19.4 per cent, of the Tumen region - 18.9 per cent, of the Sverdlovsk region - 5.2 per cent, of the Republic of Tatarstan - 4.4 per cent.

O. Izryadnova

Foreign investment in the Russian economy

As of April1, 1999, the foreign capital accumulated in the national economy ( without regard to monetary and credit regulation and banking sector) made up a.  USD 26 bln.

The trends to reduction in the amount  of investment in Russia emerged  by late 1998 continue to influence the situation this year. Thus, for the first quarter 1999 foreign investment in the Russian economy made up USD 1.5 bln., which is at 60.8% down compared  with the respective period of 1998. At the same time one notes a reduction by all the categories of foreign investment ( direct, portfolio and other ones)

Structure of foreign investment in RF in the 1st quarter of the respective year.


1997
1998
1999


USD mln.
Share as %
USD mln.
Share as %
USD mln.
Share as %

Total
2569
100
3971
100
1556
100

Including







-direct
849
33,1
726
18,3
600
38,6

- portfolio
150
5,8
15
0,4
3
0,2

-others
1569
61,1
3230
81,3
953
61,2

The fall in the volume of  foreign investments in the Russian economy in the 1st quarter 1999 happened at the expense  of a significant reduction ( 3.4 times) of ‘other’ investments formed mostly at the expense of loans. Trade credits were cut by almost 9 times for the period in question. Despite  foreign investors’  decreasing activity in issuing loans to Russia,  the major share of the overall volume of investments in the first quarter 1999 (61%) falls on this category of investment.

This year is characterized with a trend to growth in the share of  FDI which grew by 20.3% when compared with the prior year.

Foreign capital is still invested  mostly in the sectors requiring no large- scale investing and with a high profit margin.
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The food- processing industry still remains the most attractive sector. Its share in the overall volume of  capital invested in the national industry in the 1st quarter 1999 is accounted for as much as a. 40%. At the same time  FDI makes up a. 60% ( USD 165 mln.) of the overall volume of foreign investment in the sector.

The growing domestic producers’ competitiveness during the crisis has made  foreign firms accelerate their implementation of production projects in this country .Thus, for example, ‘Mars’, with its investments in Russia already totaled USD 500 mln., intends to invest yet USD 15 mln.  to   increase the output of confectionery  at  the company’s plant in Stupino ( Moscow Oblast). In mid- May 1999, after investing USD 70 mln. Wrigley started its factory in St. Petersburg. Nestle Food which has already invested over USD 100 mln. in the Russian economy intends to invest yet USD 30- 50 mln. to develop its 5 food- processing enterprises in Russia in 1999.

In all in the 1st quarter 1999 investments were forwarded to Russia from 73 countries worldwide. The overall  amount of investment form 10 countries with the biggest volume of investment made up USD 1, 341 mln. ( 86.2% of the  total  amount of investment received), while the respective index in 1998 was 3, 395 mln., or 85.5% of the overall amount of investment.
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It is the German investments which experienced reduction at most, first of all at the expense of cuts in the trade loans issued to RF. For the 1st quarter 1999, the loans issued to Russia made up USD 1.5 mln., or just 0.1%  relative to the 1st quarter 1998. Despite the reduced inflow of investment, Germany still is the largest foreign investor in RF, with its share of investment  accounted for almost 25% ( USD 6.3 bln.) of the accumulated foreign investment as of April 1, 1999.

Although according to results of the 1st quarter 1999,  the US  takes a leading position among countries- investors in Russia ( USD 357 mln., or 23% of the overall volume of investment), they hold  second place after Germany in terms of accumulated investments- USD 5 bln., or 19.4% of the accumulated volume of investment. In the 1st quarter 1999 the US biggest investment were made in the fuel and food- processing sectors and made up USD 57 and 43 mln., respectively.

The shares of UK and France are approximately equal and together they hold a 26%  share of the accumulated foreign capital in the Russian economy.

In general terms,  despite the dismissal of Mr. Primakov’s government, foreign companies implementing large- scale production projects in this country do not intend to change their investment plans.

E. Ilyukhina

The Real Sector of the Economy: Factors and Trends

The dynamics of gross output of products and services in the basic sectors of the economy were determined by persisting trend towards diminishing final consumption of households and of investment demand. Investments in the fixed assets decreased by 2 per cent, while retail turnover fell by 15.3 per cent as compared with the period from January to May of 1998.

Rapid development of communications positively affected the economic situation. The amount of services provided in the area of communications increased by almost 20 per cent as compared with the period from January to May in the previous year. In industry the trend towards growing production persisted. The increase in industrial output made 1.5 per cent as compared with January - May of 1998; the growth was registered in all aggregated industries with the exception of the light industry. As the economic situation stabilized the index of entrepreneurial confidence increased, and enterprises’ managers forecast further growth of production.

As industrial enterprises intensified their operations, amounts of shipments grew, positive dynamics of commercial freight traffic carried out by forwarding enterprises recovered. An increase in rail freight traffic  made 9.6 per cent as compared with the period from January to May in 1998. In April of 1999 the daily number of freight cars carrying export goods by railroads lose to borders and ports was by 95.1 per cent more than in previous April. In Russia at large the norms of freight cars to be sent to border stations were exceeded by 19.7 per cent, while the Far East railroad sent by 4.4 times more freight cars. In the same time operational efficiency of freight cars increased by 19.7 per cent, of locomotives - by 5.7 per cent.

Especially intensive growth was registered in railway export freight traffic. Timber shipments for export increased by 53.9 per cent, oil export shipments grew by 28.1 per cent, chemical and mineral fertilizers - by 21.6 per cent, ferrous metals - by 18.5 per cent, non-ferrous metals - by 12.7 per cent. Increases in export shipments are a factor facilitating growth in the extracting sector, as well as in the sector carrying out the primary processing of raw materials.

As the business situation on the fuel products market changes, stabilization is observed in the pipeline transport sector. For all other transport facilities the decrease in freight traffic is registered within the range from 5 per cent in the road transport to 30 per cent in the sea and internal river transport.

Railroad transport carries out about 35 per cent of the total freight traffic, while pipeline transport accounts for more than 50 per cent. Obviously, the maintenance of stable railroad freight traffic tariffs and restrained tariff policy in the pipeline transport positively affected traffic dynamics. Higher tariffs in freight transport resulted mainly from an increase in costs of sea, air and internal river transportation.

Table 1

Major Macroeconomic Indicators’ Dynamics in 1999, %


% of the previous month
% of the respective period in the previous year


January
February
March
April
May
January
January -February
January - March
January - April
January - May

Gross output and services of basic sectors

99.6
115.3
97.3


93.9
96.3
97.0


Industrial output
92.8
101.9
111.0
95.9
93.6
95.1
95.7
98.0
99.5
101.5

Agricultural produce
90.4
88.9
132.9
109.3
110.7
95.5
94.5
94.6
95.3
96.0

Investment in fixed assets
35.0
107.4
109.6
97.9
103.4
89.3
90.7
89.3
97.8
98.0

Freight traffic of forwarding businesses
98.7
88.3
114.1
97.4
101.2
98.9
98.0
100.3
101.2
102.6

Communications
81.9
101.2
108.9
96.1

105.2
116.8
117.0
119.2


Retail turnover
80.4
97.0
106.0
97.6
100.2
80.2
82.6
84.2
84.4
84.7

Paid services to households
82.5
99.2
108.1
97.5

100.0
98.8
99.3
99.4


Foreign trade turnover
72.1
100.8
122.7
106.4

66.4
66.0
67.9
71.5


Exports
67.8
99.8
125.7
107.4

81.7
81.8
84.5
89.7


Imports
80.1
102.4
117.9
104.7

50.7
50.1
51.1
53.1


Real disposable incomes
64.6
107.3
104.7
105.2
93.9
69.2
71.8
73.0
72.7
73.8

Officially registered unemployed

101.0
98.2
96.2
93.6
98.4
98.5
98.3
97.6
96.6

Price indices











consumer
108.4
104.1
102.8
103.0
102.2






foodstuffs
110.3
104.4
102.8
102.6
102.1






non-foodstuffs
106.2
104.0
103.2
104.0
102.7






paid services to households
104.1
103.2
101.9
103.1
102.1






industrial











manufactured products
106.8
105.6
103.9
103.6
103.5






capital construction
102.6
102.3
103.2
102.4







freight traffic
103.6
100.4
100.5
100.4
102.1






communications
100.3
102.3
100.2
100.7







agriculture (produce sales)
112.4
110.8
105.6
106.8







Official exchange rates ($) 
109.4
101.2
105.7
100.0







Source: Goskomstat of RF

Table 2

Tariff Dynamics in Freight Traffic as Broken Down by Types of Transport 


% of the previous month
May, 1999


January
February
March
April
May
% of May, 1998
% of December, 1998


103.6
100.4
100.5
100.4
102.1
122.6
107.0











100.0
100.0
100.0
100.0
100.0
80.6
100.0


103.3
104.5
101.1
102.8
103.6
130.1
116.2


108.7
97.3
109.0
102.3
102.4
365.8
120.7


102.8
100.2
101.5
102.8
121.1
266.6
130.1


114.2
102.0
102.9
104.0
100.4
321.7
125.3


106.5
100.2
100.2
100.0
102.7
147.0
109.6

Source: Goskomstat of RF

As commercial freight traffic intensifies, the improvement of financial results of the sector’s operation is registered. The balance financial result in the 1st quarter of 1999 by almost three times exceeded the indicator achieved in the same period of the previous year and practically stabilized at the level of the 4th quarter of 1998. In railroad and pipeline transport the number of enterprises operating at a loss decreased by more than 60 per cent. The balance financial result of the transport at large made Rub. 140 billion in the 1st quarter including Rub. 5624 million in the railroad transport and Rub. 9129 million in the pipeline transport. Road, internal river, and air transport suffered losses in the quarter. Positive financial results registered in the sea transport were due to continuing activities on external markets; however net returns in foreign currency from export and import shipments fell by 27.2 per cent as compared with the previous year figures.

On the whole, the results of the 1st quarter showed an excess of creditor indebtedness over debtor indebtedness at 16.1 per cent (28.9 per cent in 1998). The railroad transport accounted for the largest excess at 87.3 per cent. The infringement upon payment discipline was accompanied by increasing arrears of payments to the budgetary system and the state off-budgetary funds.

O. Izryadnova

IET Monthly Trends Survey: June 1999

Assessment of current situation

The growth in effective demand for industrial products con​tinues. In June reports regarding sales for cash prevail in all the industry branches, except the food- processing. The most in​tensive growth in effective demand is registered in the ferrous metallurgy, construction industry, chemicals and petrochemicals.

As a result, the estimates of demand volume have improved. The share of responses “normal” generally grew up to 29%. In terms of industry branches, the highest indices were registered in the non-ferrous metallurgy (74%), forestry, wood-working and paper and pulp (55%), ferrous metallurgy (47%).The barter demand continues to fall. In June the share of res​ponses regarding growth in direct barter transactions dropped to 8%, while in September 1998 the percentage of such reports had been 28%.

Industrial output continues to grow. A 8 point growth in June exceeds the respective results of May, since during the latter month one noted a 

clear slowdown in the output growth due to seasonality. In June the growth in output was noted in all the industry branches, and that was most intensive in the ferrous metallurgy and industry of construction materials.

The biggest number of enterprises ever registered by our surveys experience lack of finished products in stock. The share of responses “below norm” has been 41% for the second month running. In June reports on lack of stocks prevail in all the industry branches, while the respective deficit was biggest in the light industry and ferrous metallurgy.

The enterprises’ price rise gradually slows down. In June its intensity has turned out to be the

 most modest one since August 1998, however responses regarding a prise rise steadily prevails in all the industry branches. The most intensive price rise was noted by the survey in the chemicals and petrochemicals, ferrous metallurgy and machine building

Figure 1
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Predictions and expectations

Forecasts of change in output have not changed in June. Simi​lar to May, expectations of production growth prevail substan​tially over expectations of its decline. Growth in output  may take place in all the industry branches during the forthcoming months. It is the construction industry and metallur​gy which deliver such optimistic forecasts at most, while the chemicals and petrochemicals shared the most moderate expectations

Forecasts of change in pricing practically have not changed  during last month. The rise in producer prices is expected in all the industry branches, and the most intensive one should take place in the chemicals and petrochemicals.

Figure 2
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For the fourth month running, the forecasts of change in effective demand have kept positive values which implies that expectations of growth in sales for cash prevail over expectations of downfall in those. For the first time ever such a situation has been registered in all the industry branches.

Forecasts of change in barter demand remain the same - the industrial sector as a whole  mostly hopes for a downfall in  barter transactions. Such a correlation of expectations has been registered by our surveys since May 1999. The growth in barter deals may happen in the forthcoming months only in the industry of construction materials and food- processing sector.

S. Tsukhlo
New Agrarian Legislation

In the beginning of June the Federal Assembly passed the law “On Price Parity for Agricultural and Industrial Production (Services) Used in Agriculture and on Compensation for Losses Arising from Parity Disturbances.” The President has not signed this law yet and most likely will not sign it at all; however, the deputies are inclined to override the President’s veto the next time they vote on the law. This is just another abortive law in a sad list of declarative acts starting with such laws as “On Grain” (1993) and “On State Regulation of Agro-Industrial Production” (1997).

The Law “On Price Parity...” addresses the issue permanently raised by the agrarian lobby, i.e. the problem of price disparity in the agro-industrial complex. It shall be noted that currently this problem is less acute than ever in the years of reform as the ratio between prices of agricultural produce and inputs was considerably in favor of the agricultural sector (See Fig. 1).

Fig. 1.

 Price Parity for Agricultural Produce and Inputs (Price Indices, December of 1997 = 100%)
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The law makes an attempt to implement the favorite idea of the agrarian lobby, i.e. to fix the price parity at the level of 1990. The law duplicates a provision of the American legislation in force in the thirties, when the concept of price parity in the agriculture was introduced; the changes in the parity were calculated in comparison with the figures of 1913 as the year in which the American agricultural sector was most profitable at that period of time. However, a major difference is forgotten: the state regulation of the agricultural sector started in the USA only in the thirties and the price parity of 1913 was balanced, i.e. it resulted from market competition. In 1990 Russia still had the centrally planned economy characterized by arbitrary price-setting (the prices were rather some centrally set parameters of enterprises’ operations than economic regulators). Besides, in 1990 the high profitability was to a great extent created artificially as it resulted from a comprehensive purchasing price revision in the agriculture in this (and the previous) year. (See Table 1). At the same time, the prices of inputs did not change (it shall be remembered that dual prices for agricultural inputs existed at that period).

Table 1. 

Changes in purchasing prices for major agricultural products in 1989 through 1990.


Purchasing price index, 1991 in % of 1988

Grain
150

Sunflower
104

Flax
182

Sugar beet
113

Milk
118

Cattle
146

Pork
160

Lamb and goats
138

Poultry
168

Wool
151

Eggs
100

Source: Osnovnye pokazateli razvitiya APK Rossii v 1991 g. (Major Indicators of Development of the Agro-Industrial Complex in Russia in 1991). M.: Minselkhozprod. 1992. L. M. Semiletov. Zakupochnye tseny na produktsiyu sel’skogo khoziaistva v RSFSR. - Planirovanie i uchet v sel’skokhoziastvennykh predpriyatiyakh (Purchasing Prices for Agricultural Produce in the RSFSR. - Planning and Accounting at Agricultural Enterprises), 1991, No. 7, p. 9.

Therefore, it is absurd to calculate the current price disparity in the agro-industrial complex on the base of 1990 figures. If in the late eighties the Soviet power had raised purchasing prices not by 1.5 to 2 times, but higher, today according to the draft law the Russian economy would have to compensate the agricultural sector even heavier “disparity losses” in relation to the “base.”

It has been repeatedly noted that the artificially created in favor of the agriculture price ratio between agricultural produce and inputs, which existed in the Soviet economy, could only decrease in the course of economic liberalization. No doubt for the agricultural sector it is a hard and painful process; however, it has been absolutely inevitable. Similar surges of disparity occurred across practically all post-socialist countries and were most painful where price ratio was most advantageous for the agriculture within previous economic systems (for instance, in East European countries this process was less pronounced than in the former USSR).

In Russia relative prices (those showing price parity) in the agriculture reached the world levels by 1994; since then the parity was not disturbed considerably. To a certain extent it may be suggested that precisely the price ratio existing in 1994 through 1995 could become a base for the further monitoring of price ratios in the agro-industrial complex.

If the price parity of 1990 could be returned to (in economic terms it is impossible at any level of compensation; however, let us assume it for a moment as a theory) it would mean an inevitable financial collapse in the agricultural sector as in 1992 through 1994 when the prices of inputs grew by several times faster than prices of produce. In other words, the proposal to restore the “Soviet” price parity equals to yet another grave financial crisis.

It is obvious that the law was passed due to the wave of populism spreading in the country’s Parliament on the eve of the elections. However, basing on all the arguments mentioned above it is hard to fail seeing that in reality it is aimed not at helping the agricultural sector, but at creating a potential crisis in the agriculture.

Beside these general arguments, there is a number of formal questions to be answered. In particular, the law envisages starting “disparity” compensation payments to the agriculture already in 1999. It is clear that the amounts of this compensation will be very large. It is obvious that there are no funds available to pay the compensation other than those from the budget. The question is how the same members of the Parliament can consequently vote for the country’s budget and for the law, which breaks this budget?

Within the range of the law’s provisions aimed at the restoration of the price parity at 1990 level there are actually no new measures - they just repeat the contents of the law “On the State Regulation of Agro-Industrial Production.” The provisions of the new law, as well as those of the previous one, are rather inconsistent. For instance, it is proposed to introduce pledging operations and a mechanism of minimum guaranteed prices accompanied by purchasing and sales interventions. However, state interventions on agricultural produce markets are a component of both pledging operations and minimum guaranteed prices.

It is recommended to compensate costs of purchasing major inputs of the agriculture. However, even most simplified textbooks on economics and already accumulated Russian experience in this area demonstrate that such compensations can not be applied in our reality and only worsen price parity in the agro-industrial complex.

In the result, even if the law comes in force, its effectiveness will be minimal. Actually, just one thing is wrong with this law, namely that in order to implement it the Agricultural Ministry will again have to make hectic attempts to intervene into the agrarian economy; judging by the past experience sometimes it may not be harmless for the latter.

Ye. Serova

Foreign trade

Suppliers in the world oil market  feel a continuous improvement of their positions. Given that yet in February the price for Brent oil  slid to USD 9/barrel, in March it exceeded the average level of 1998- USD 13.34/barrel. In early May 1999 the Brent oil prices broke a record value and made up USD 17.1/barrel. Such a growth may be attributed  chiefly to  a strong discipline of OPEC countries in their execution of their decision to reduce oil extraction. In March 1999 OPEC countries extracted daily 25.1, in April- 24.0, in May-23.5 mln. barrel. In June the intended output margin of 23.0 mln. barrel may be reached,  which implies the  completion of the reduction program. The Balkan crisis  has also contributed to the rise in oil prices, since operators were afraid of blocking the Mediterranean route of  the European oil import and purchased oil at a higher price in an attempt not to decrease their reserves.

Table 1

World  prices for oil in April of respective year


1997
1998
1999

Aluminum
1554,0
1413,5
1318,0

Copper
2369,7
1775,25
1539,9

Lead
647,0
577,7
532,1

Nickel
7312,4
5352,5
5239,5

Tin
5717,7
5660,8
5449,9

Zinc
1238,7
1104,3
1047,8

Crude oil, Brent
125,38
101,36
114,43

Gas, gallon
162,4
135,1
139,7

Natural gas
70,2
91,0
78,1

Oil prices are of a crucial importance for Russia, since export of oil, petroleum derivatives and natural gas provides almost half of foreign exchange revenues, and that is why Russia joined the OPEC reduction program. It should be noted however that  contrast to other OPEC members which committed themselves to the program for  the whole 1999, Russia made its commitment only for the IInd quarter ( given that even under a favorable scenario, oil prices should be relatively low). At the same time Russia has certain grounds to refuse the respective reduction, since in the ‘90s oil extraction in this country fell a. 2 times. The rise in oil prices should also encourage a FDI inflow  in the oil sector and development of new oil deposits.

The improving situation in the oil market has resulted in growing  Russian export: in April 1999 it grew by 5.4% compared with April 1998 and made up USD 6.5 bln. Due to negative dynamics noted during the previous months, however, one  observes a  10.3%  drop in the Russian export between January to April 1999 compared with its respective period of time of the prior year ( USD 22.1 bln.).

The growth in export in April became possible through an increased ( by 18.4%) importation of the Russian goods to non- CIS states  taking place on the background of an ongoing decline of the Russian export supplies to the Commonwealth countries (down at 39.5%).

Chart 1
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The situation with the metal export remains rather complicated, since world prices for metals continue to drop. A 5% export customs duty became effective as of  May 1, 1999: that may completely terminate the Russian aluminum export. The profit margin of the aluminum export is 3- 4%, and the exporter  gains a USD 54 profit/t. The newly imposed duty implies extra USD 77 due, i.e. the loss will be USD 23/t.

At the same time the US market is now practically closed  for the Russian producers of rolled stock resulted from the recent restrictions imposed on those ( the US  anti- dumping procedures initiated by  the American steel producers).

Between January to April 1999 the volume of the Russian import made up USD 13.0 bln., which is at 46.9% down compared to its respective period of the prior year. Import supplies form Far- Abroad  countries were worth a total of USD 10.1 bln., or at 46.5% down compared with 1998. The cuts in import were especially significant in respect  to food stuffs, analogues of which are produced in Russia. One notes that compared with  the respective period of the prior year  import supplies from Far Abroad countries dropped sharply, especially those of poultry ( 4.6 times), medicines ( 3 times), machinery and equipment ( by 34%).

The high rate of downfall of import provides a positive  momentum of the foreign trade balance which made USD 9.1 bln. for the first four months 1999 (versus USD 0.1 bln. plus registered between January- April 1998).

In June the Belarus authorities made a decision to impose a  rental fee on foreign trade barter transactions  for the purpose of   generating revenues in foreign exchange from such deals. The  revenues are due to be  reallocated to the national Foundation for Support to Exports. The imposition of  new duties will unlikely to reduce the volume of the Russian barter goods which makes up over 54% of the  total foreign trade turnover between the two countries, since it is the Russian export supplies  which are included in the list of barter operations exempted from the fee. Barter transactions will also prevail in the Russia- Belarus trade because of a sharp fall in the foreign trade operations’ profit margin, due to a significant depreciation of the Russian Ruble against the Belorussian one. Therefore exports from Belarus have become more expensive, while Russian imports tend to be cheaper. Now the Belarus’ negative balance in its trade with Russia has already reached USD 15 mln. In addition to that,  the Belorussian importers lack  foreign exchange, and  it is barter which remains the most affordable kind of trade, and volume of barter transactions will also be substantial in the trade with other countries yet for quite a long time ( in 1998  the Belorussian  export and import barter supplies made up 34% and 28%, respectively), regardless of newly imposed  restrictions.

In summer this year the CIS states’ continue to develop  the Customs Union, to which Tajikistan has joined. The countries- members of the Union approved an Agreement on a  facilitation of customs clearing procedures with respect to goods transported within the Union. At the same time, however, new disagreements arise between Russia and  some members of the Union regarding price regulation  with respect to  mutual supplies. Kasakhstan accuses the Russian exporters of trading at a lower price and  intends to pursue an anti- dumping investigation which contradicts the norms of the Union. In addition to that, an abolition of restrictions imposed on supplies of 21 kinds of the Russian goods effective as of late June, as it was planned previously, will not allow to increase the volume of the  Russian export to Kazakhastan. The reason for that is that since October 1, 1999, the latter  will import only those goods which should bear an information in the Kazakh language on them. That will  complicate greatly  the Russian suppliers’ fulfillment of their trade contracts.

As to the  permanent and practically insoluble problem of the CIS countries’ indebtedness for the Russian energy sources supplies, the states of the Commonwealth pursue a dual policy in this respect: those which have their own energy resources are  eager to re-orient their export supplies to Far Abroad states, while those  lacking  their own resources try to make money on transit supplies of the Russian energy resources through their territories, Thus Georgia pays a special attention to placement into operation of a new oil pipeline Baku- Supsa, while Ukraine struggles for export of the Kaspian oil to Poland.

In June the Ukranian authorities  demanded from Gasprom to decrease its gas prices claiming  that conditions of the respective gas supplies  were discriminatory. Ukraine also threats that should Gasprom  reject its demand, it  will re-orient itself towards Western suppliers. The current price for  gas supplied to Ukraine is  USD 80/1 thous. cubic m., while the  that for Belarus is USD 32.

N. Volovik, N. Leonova

� According to the Department of public relations of the RCB the unborrrowed reserves of commercial banks on their accounts in RCB amounted 55.541 bln. rubles (on June 29). This is 61.7% higher the level as of April 1, 1999 (34.342 bln. rubles).


�Calculated by: Bulleten’ bankovskoi statistiki (Bank Statistics Bulletin), No. 5, 1999.


�As per Central Bank classification first group includes standard loans, second group includes non-standard loans, third group includes doubtful loans, and fourth group includes loss loans.


�See Table 2 in Ekonomiko-politicheskaya situatsiya v Rossii (Economic and Political Situation in Russia), May, p. 16.


�In early 1999, as GKO-OFZ trading were resumed, and SDI restructured, the share of SDI in non-performing assets fell dramatically. 


�Herein and below the figures do not include Sberbank if not specified otherwise.
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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

		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
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				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
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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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Диаграмма1

		financial investment		financial investment

		long-term		long-term

		short-term		short-term

		investment in fixed assets		investment in fixed assets



Internal funds

Borrowed funds

Investment Structure as Broken Down by Sources of Financing in the 1st Quarter of 1999 (% of the total)

59.7

40.3

81.5
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				Internal funds		Borrowed funds

		financial investment		59.7		40.3

		long-term		81.5		18.5

		short-term		76		24

		investment in fixed assets		79.7		20.3

				Собственные средства		Привлеченные средства

		Финансовые вложения		89.9		10.1

		долгосрочные		96.4		3.6

		краткосрочные		74.9		25.1

		инвестиции в основной капитал		62.2		37.1

				Собственные средства		Привлеченные средства

		Финансовые вложения		79.7		20.3

		долгосрочные		76		24

		краткосрочные		81.5		18.5

		инвестиции в основной капитал		59.7		40.3
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Internal funds

Borrowed funds

Структура инвестиций  по источникам финансирования в1 квартале 1999 года, в % к итогу
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Привлеченные средства

Собственные средства

Структура инвестиции по источникам финансирования в I квартале 1998 года, в % к итогу
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		Собственные средства		Собственные средства		Собственные средства		Собственные средства

		Привлеченные средства		Привлеченные средства		Привлеченные средства		Привлеченные средства



Финансовые вложения

долгосрочные

краткосрочные

инвестиции в основной капитал

79.7

76

81.5

59.7

20.3

24

18.5

40.3
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Диаграмма1

		USA

		France

		Germany

		UK

		Cyprus

		Netherlands

		Finland

		Others



Geographical structure of foreign investment in RF in the 1st quarter 1999

0.2294344473
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		USA		22.9%

		France		2.8%

		Germany		15.4%

		UK		11.8%

		Cyprus		13.0%

		Netherlands		4.3%

		Finland		2.8%

		Others		27.0%
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Диаграмма1

		January		January

		февраль		февраль

		March		March

		апрель		апрель

		May		May

		июнь		июнь

		July		July

		август		август

		September		September

		октябрь		октябрь

		November		November

		декабрь		декабрь



Agricultural produce

Agricultural Inputs

%

102.24

100.7

103.74

100.27

103.99

102.8

105.2
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104.58
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99.13
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				January		февраль		March		апрель		May		июнь		July		август		September		октябрь		November		декабрь

		Agricultural produce		102.24		103.74		103.99		105.2		104.58		102.48		100.54		98.82		104.22		109.86		120.75		141.2

		Agricultural Inputs		100.7		100.27		102.8		93.39		102.65		100.78		99.13		98.8		97.91		107.23		111.11		117.64
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Диаграмма1

		Industry

		Construction

		Transport and communication

		Trade and public catering

		General commercial activities

		Management

		Finance, credit, insurance, pension system

		Other sectors



The branch structure of foreign investment in RF in the 1st quarter 1999
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		Industry		0.46

		Construction		0.03

		Transport and communication		0.098

		Trade and public catering		0.177

		General commercial activities		0.038

		Management		0.138

		Finance, credit, insurance, pension system		0.026

		Other sectors		0.033

		Промышленность		0.46

		Строительство		0.03

		Транспорт и связь		0.098

		Торговля и обществ.питание		0.177

		Общ.ком.деят-ь по обесп. функц-я рынка		0.038

		Управление		0.138

		Финансы, кредит, страхование, пенс.обесп.		0.026

		Прочие отрасли		0.033






_993371388.xls
Диаграмма2

		financial investment		financial investment

		long-term		long-term

		short-term		short-term

		investment in fixed assets		investment in fixed assets



Borrowed funds

Internal funds

Investment Structure as Broken Down by Sources of Financing in the 1st Quarter of 1998 (% of the total)

10.1

89.9

3.6

96.4

25.1

74.9

37.1
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Лист1

		

				Собственные средства		Привлеченные средства

		инвестиции в основной капитал		59.7		40.3

		краткосрочные		81.5		18.5

		долгосрочные		76		24

		Финансовые вложения		79.7		20.3

				Internal funds		Borrowed funds

		financial investment		89.9		10.1

		long-term		96.4		3.6

		short-term		74.9		25.1

		investment in fixed assets		62.2		37.1

				Собственные средства		Привлеченные средства

		Финансовые вложения		79.7		20.3

		долгосрочные		76		24

		краткосрочные		81.5		18.5

		инвестиции в основной капитал		59.7		40.3
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