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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 ãîä�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��Revenue������������Profit tax�1,44�0,59�0,67�0,88�1,13�1,30�1,18�1,14�1,14�1,11��Personal income tax�0,23�0,20�0,20�0,17�0,13�0,12�0,10�0,10�0,09�0,08��VAT, special tax and excises�6,74�4,21�4,57�5,44�6,29�6,66�6,25�6,10�5,89�5,75��Taxes on foreign trade and foreign economic activities�1,01�0,55�0,71�0,83�0,86�0,89�0,93�0,93�0,92�0,91��Other taxes, levies and payments�0,28�0,15�0,37�0,22�0,23�0,24�0,24�0,23�0,24�0,27��Overall taxes and payments�9,70�5,70�6,52�7,54�8,64�9,21�8,70�8,51�8,27�8,12��Non-tax revenues�2,80�1,59�1,88�1,68�1,57�1,54�1,54�1,68�2,56�2,48��Total revenues�12,50�7,29�8,40�9,22�10,21�10,75�10,24�10,19�10,83�10,61��Expenditure������������State administration�0,24�0,17�0,18�0,21�0,22�0,24�0,24�0,28�0,31�0,33��International activity�1,18�0,36�0,34�0,60�0,69�0,69�0,72�0,70�0,30�0,29��National defence and law enforcement activity�4,10�2,92�3,43�4,46�4,70�4,92�4,26�4,26�4,38�4,43��Fundamental research�0,29�0,05�0,11�0,23�0,29�0,31�0,31�0,35�0,36�0,34��Services to national economy�1,84�0,86�0,89�1,43�1,59�1,62�1,46�1,60�1,73�1,74��Social services�1,22�0,03�0,03�0,03�0,04�0,04�0,04�0,05�0,04�0,04��Servicing  state debt�1,51�1,24�1,83�1,94�1,88�1,91�1,73�1,66�1,64�1,48��Other expenditure�1,94�1,65�2,78�3,82�4,24�4,39�4,53�4,51�5,17�5,02��Overall expenditure�14,37�7,28�9,58�12,72�13,63�14,11�13,30�13,42�13,94�13,68��Loans less repayments�1,04�1,74�0,94�0,35�0,27�0,19�1,02�0,88�0,69�0,55��Expenditure and loans minus repayments�15,33�9,02�10,51�13,07�13,90�14,30�14,32�14,30�14,62�14,24��Budget deficit�2,83�-1,73�-2,12�-3,84�-3,69�-3,56�-4,08�-4,11�-3,79�-3,63��Total financing, of which�2,83�1,73�2,12�3,84�3,69�3,56�4,08�4,11�3,79�3,63��domestic�1,36�1,20�0,88�1,95�1,84�1,66�1,47�1,89�1,74�1,59��foreign�1,47�0,52�1,23�1,90�1,84�1,89�2,61�2,22�2,05�2,04��GDP (trln rubles)�2256�201�401�605�810�1017�1232�1454�1688�1933��*Preliminary data



�According to the final data by October 1, the trend of dropping of tax revenues continued. 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 four 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 in September a minor increase in the volume of tax arrears into federal budget. Thus total volume of arrears made up 103 trillion rubles.



�

Table 2.  Execution of Russia’s consolidated budget (% of GDP)������1996�I�II�III�IV�V�VII�VIII�IX�X��Taxes and payments�20,97�12,99�14,15�16,07�18,39�19,70�19,31�19,42�19,34�19,33��Non-tax  revenues�2,83�2,33�2,65�2,51�2,43�2,51�2,62�2,78�3,63�3,60��Overall revenue�24,9�15,31�16,80�18,58�20,82�22,21�21,92�22,20�22,97�22,93��Overall expenditure and loans minus repayments�29,07�18,22�20,11�23,50�25,31�26,21�26,59�26,77�27,13�26,91��Budget deficit�4,17�-2,91�-3,32�-4,91�-4,49�-4,00�-4,67�-4,56�-4,16�-3,99��

�



�Tax Policy Review

The Federal Law #134-FZ “On the Minimum Cost of Living” was adopted on October 24.

By its order of October 31 1997 ¹ 01-14/1490 State Customs Committee set a new rule of determination of custom prices of goods and services, brought in the territory of the Russian Federation. From now on decision on determination is to be made only on the basis of custom declaration, presented by an importer and duly registered.

All preliminary decisions, concerning determination of custom price of goods and services being imported , are suspended until declaration of these goods.

By the letter of State Tax Service of the Russian Federation of October 6 is set that henceforth until special directives the collection of penalties imposed on companies, which attributed to the cost of production amounts of voluntary fire-insurance duties, is suspended because of consideration of this question by the Ministry of Finance.

According to the presidential decree ¹ 1173 “On Additional Measures of Mobilization of Taxes to the Federal Budget and Improvement of Fiscal Discipline” the government of the RF is ceasing to accept any form of offsets instead of cash tax payments and tax arriers. 

By the presidential decree of October 15 ¹ 1233, on purpose of bringing the presidential decrees in conformity with the legislation of the Russian Federation, the decree of December 22 ¹ 2270 “On Certain Changes in Taxation and Relations of Different Levels of Government” was revoked. This decree also abrogated the right of fiscal services to allow a postponement of fines and to turn the penalties on debtors, abolished the transportation tax, the right of companies to attribute to the cost of production fees paid to sectoral and intersectoral funds of research and development works.

By the Federal Law ¹ 145-FZ of November 18 “On Amendments and Supplements to the Federal Law “On the Land Tax” state and municipal agencies of social service were granted with land tax privileges.

S.Batkibekov

�Monetary Policy



�In October – November 1997 the seasonal increase in the pace of consumer price's growth came in the end of autumn 1997 (see fig. 2). In October 1997 the consumer price index amounted to 100.2%. That correspondents 2.43% of annual increment. It is expected, in November 1997 the inflation grows up to 0.6 – 0.8% (7.44 – 10.03% annualized). According to our estimates, for the nearest 3 – 5 months inflation pattern will be affected not only by monetary aggregates dynamics and seasonal factors, but also by the increase in refinancing rate, yields at the government securities market and expected increase in deposit rates. Besides, as long as year 1998 is coming, the future ruble denomination begins to effect in expectations of economic agents.

�Figure 2.
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�On November 10, 1997 the Russian central bank announced the targets in currency policy for 1998 – 2000. The pace of exchange rate growth will be regarded as previous as a main indicator affecting the inflation rate and the terms for capital inflows economic growth. In 1998 the annual average exchange rate of US$ will be 6.1 rubles per US$, and the average exchange rate for the nearest three years – 6.2 rubles per US$. The 15% range is permitted for fluctuations (5.25 – 7.15 rubles per US). Besides, .in 1998 the order of daily setting of official exchange rate as an average between 'buy' and 'sell' exchange rates of the RCB at the interbank market will hold on. As previous, the spread between these two rates will amount to 1.5% at most.

The crisis in October at the world financial markets induced by devaluation of South-Eastern Asia currencies led to a notable changes in portfolio's structure. Big foreign investors reduced the share of emerging markets. The latter resulted in prices of corresponding currencies, stocks and government securities. These events touched the Russian financial markets. In particular, the quotations of Russian stocks fell by 30 – 40%, the Russian securities at international markets – by 10 – 20%. Under the situation the Russian central bank implemented a set of actions aimed to reduce the fluctuations of demand at internal currency market and the market for GKO-OFZ. Thus, the Board of Directors of the RCB decided to increase the refinancing rate on November 11, 1997 from 21% to 28% annualized (see fig. 3). Moreover, the reserve requirements on foreign currency accounts are risen from 6% to 9%. The rate on mortgage loans are increased up to 22% on weekly credits, 25% – on 8 – 14 days and 28% – on 15 – 30 days.



�Figure 3.

�



�Under the crisis at the Russian and world financial markets the announcement of the Russian Government and the RCB the main targets of currency policy for 1998 – 2000 was not quite sure. From one hand, this step confirms the line of current monetary policy. From the other hand, too wide 30% spread of permitted fluctuations of dollar exchange rate under strong pressure at the market in November bore the uncertainty of the most of domestic and foreign investors.

Arkhipov S.A., Drobyshevsky S.M

�Financial Markets.



�The market for GKO-OFZ. In November 1997 the situation at the government securities market was mostly determined by a general financial instability. The further decrease in quotations of Russian blue chips, the increase in the refinancing rate and an expected non-residents’ capital outflow in December resulted in a rise of GKO-OFZ yields in November. For the last one and a half month the average-weighted yield to maturity grew up from 18% to 29% annualized. Practically all the period the RCB and the largest Russian commercial banks supported the level of market. The reserved capital in the trade system increased. This testifies to a fact that investors waits and does not intend to buy the securities. The time structure of GKO yields gets flatter positive slope for the issues with less than three months to maturity (see fig. 4). According to our estimates, the general tension and liquidity crisis of a group of Russian commercial banks getting with expected in December massive non-residents’ exit from the GKO-OFZ market should rise the level of yields from 29% to 35% a year.

�Figure 4.

�



�For November 1 – 21, 1997, the Russian Ministry of Finance placed four issues of GKO (¹ 21099, 21100, 21101, 21084 – additional issue) and two tranches of OFZ with fixed coupon payments (25019 – additional, 25020). The aggregate volume of placed government securities amounted to 23 trillion rubles against the initial supply for 31.5 trillion rubles, the demand was 34 trillion rubles, the surplus of demand over the supply – 9% (by face-value). Under the high spread between the demand and placed volume (50%) the fall of yields did not occur.



�Figure 5.
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�Stock market. After the crisis at world financial markets the Russian stock market showed a significant drop in stock’s prices in the end of October – November 1997 (see fig. 5). As a main cause of such a serious fall of prices of Russian stocks one can note the continuing capital outflows of non-residents. The dominant of non-residents capital at the Russian market and lack of restrictive barriers to profit repatriation under persistent correction determined the tendency to a share prices’ slump. From October 24 to November 26 the RTS-1 Index fell by 31.1%. From October 6 (the maximum level of the Index – 571.7) the drop amounted to 37.6%.

In November the deepest drop was occurred in quotations (among ‘blue chips’) of Kolenergo, Norilsky Nikel, RAO UES Russia, Irkutskenergo, Megionneftegaz, Sberbank and Rostelecom (see fig. 6). LUKoil stocks fell at least. It was caused to much extent by an announcement about LUKoil-Gazprom-Shell agreement on the Rosneft auction.

�Figure 6.

�



Figure 7.
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�Interbank credit market. The unstable situation at the stock market and the market for GKO-OFZ led to a significant fluctuations of interest rates on interbank credits in November 1997 (see fig. 7). In October – November 1997 the increase the total volume of given loans has continued (see table 3). As a notable fact, one can consider a stable growth of the share of two- and three-days credits in the total volume. So, the share of three-days loans in the total volume of given credits grew up from 26.33% in October to 28.43% in November, and the share of overnight credits dropped from 68.97% to 61.83% for this period.

Foreign exchange market. In October 1997 the official dollar exchange rate increased from 5860 to 5887 rubles per dollar, i. e. by 0.46% or 5.67% annualized. The dollar rate on the Moscow Interbank Currency Exchange grew up from 5863.5 to 5900 rubles per dollar, i.e. by 0.62% a month (7.73% a year). In November 1997 the pace of ruble devaluation did not alter seriously. So, the official exchange dollar grew up from 5887 to 5919 rubles per dollar. That equals to 0.54% a month (6.72% annualized). On the MICEX the ruble exchange rate increased from 5900 to 5935 rubles/$, i.e. by 0.51% a month, or 6.28% a year. During the last month the MICEX exchange rate fluctuated above the official exchange rate. That was caused by an increase in demand for dollars from the side of commercial banks on the eve of December 1997. That time, it is expected, the non-residents will demand for dollars to repatriate their profits at the government securities market.

The dynamics of the official and MICEX exchange rates of dollar for October – November 1997 depicted on the fig. 8.

�Figure 8.

�



�In October – November 1997 the exchange rate 'Deutsche mark/ruble' fluctuated significantly due to dynamics of US$/DM rate at the world currency markets (see fig. 9). So, in October 1997 the official 'Deutsche mark/ruble' exchange rate increased from 3326.71 rubles/DM to 3413.74 rubles/DM. It corresponds to 2.62% a month, or 36.33% annualized. On MICEX this rate grew up from 3322 to 3424 rubles/DM (the monthly increment amounted to 3.07%, or 43.75% annualized). In November 1997 the pattern changed. The official Deutsche mark vs. Ruble exchange rate dropped to 3366.89 rubles/DM (by -1.37% in monthly terms, -15.28% annualized). On MICEX the 'Deutsche mark/ruble' exchange rate decreased to 3390 rubles/DM, i. e. by -0.9% a month, or -11.29% annualized.

The further dynamics of US$ and DM vs. Ruble exchange rates will be determined to much extent by actions and state of foreign reserves of the RCB. According to our estimates, the growing demand for dollars under persistent crisis at the Russian financial markets led to the reduce in RCB’s net foreign reserves to $ 6 – 7 billion. Thus, if the Russia does not get financial stabilization loan, the pace of exchange rate growth will be able to exceed 10% annualized.

In October 1997 the gross turnover on the MICEX by the US dollar and the Deutsche mark amounted to 2924 and 153 billion rubles correspondingly According to preliminary estimates, in November the gross turnover on the MICEX by the US dollar will be equal to 3849 billion rubles and to 98.4 billion rubles by the Deutsche mark.

�Figure 9.

�



�Table 3. Indicators of Financial Markets.��month�July�August�September�October�November*��inflation rate (a month)�0.9%�-0.1%�-0.3%�0.2%�0.7%��annualised inflation rate by the month’s tendency�11.4%�-1.19%�-3.54%�2.43%�8.73%��the RCB refinancing rate�24%�24%�24%�21%�28%��auction yield on GKO (end of the month)�18.84%�18.75%�18.44%�19.91%�28.00%��auction yield on OFZ (end of the month)�24.63%�18.17%�17.91%�18.81%�28.00%��auction yield on OGSZ (end of the month)�18.22%�18.22%�18.22%�19.00%�19.80%��annualised GKO yield to maturity:�������less than 1 month�17.68%�18.33%�19.27%�21.49%�13%��1-6 months�17.49%�19.03%�19.52%�19.71%�22%��more than 6 months�18.93%�18.93%�18.57%�18.44%�25%��average yield on all issues�18.28%�18.61%�18.99%�19.60%�23%��annualised yield to maturity on OFZ issues�27.11%�28.13%�28.38%�21.67%�30%��turnover of GKO-OFZ market a month (billion rubles)�71841.6�59869�–�81660�95000��IBC – INSTAR rate (annual %) on loans by the end of the month:�������overnight�8.97%�10.25%�26.81%�6.57%�20.0%��1 week�19.51%�17.00%�20.74%�20.45%�19.0%��2 weeks�16%�14.50%�17.00%�25.00%�23.0%��1 month�23%�21.92%�21.00%�22.00%�28.0%��turnover of IBC market a month (billion rubles)�78821.8�99239�88843�100262�120000��official exchange rate of ruble per US dollar by the end of the month�5798�5830�5860�5887�5919��official exchange rate of ruble per DM by the end of the month�3160�3256�3327�3414�3350��average annualised exchange rate of ruble per US dollar growth�3.37%�6.83%�7.23%�5.67%�6.72%��average annualised exchange rate of ruble per DM growth�-46.68%�43.21%�50.82%�36.31%�-20.32%��gross turnover on the MICEX by USD and DM a month (billion rubles)�1713.8�2094�2183�3077�3950��turnover at the stock market in the RTS for the month (millions of USD)�1575.16�1625.45�1398�2693�1150��*/ estimate

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

Economic and political outlook: November 1997



�The financial and political crisis, which took place in November 1997, determined the main directions and priorities of the economic development and political outlook  in this country in the short- and medium- term run.

The search for a way out of the budgetary crisis became the key economic problem in autumn 1997. The measures undertaken by the government in November showed that the government economic policy is becoming more clearly focused on fiscal issues. The scheme of the so called reverse method for clearing budget debts suggested by the government should assist this policy. We have already noted that the specifics of the current stage of reforms became the fact that privatization is becoming  mostly of a fiscal hue�, in contrast to the previously observed socio- political one. The Presidential Decree, which canceled the 15%  restriction imposed on the  foreign capital’s participation in the authorized capital, should also allow to increase the revenues from sales of the government property. The alliances “Gasprom- Lukoil- Shell” and “Unexim- BP”, the creation of which  showed the unification of forces in the struggle for possession of Rosneft, was announced in November. This testifies to the encouraging effect of the Decree. As to the package  of the tax bills and the Bill “ On state social guarantees”, which the government  submitted  to the State Duma, they, on the contrary, are focused on  identifying new possibilities for reducing  public expenditure and, theoretically, increasing public revenues. These bills are not aimed. however, at establishing a system of incentives and guarantees for the population or Russian business.

At the same time, the role of the budgetary crisis as the factor contradicting the pursuance  of the “policy of growth”,  currently is moved to the background. The situation in the filed of tax collection, which Mr. Gillman- the head of the IMF Moscow office- described as “extremely hard”, has not prevented the IMF from issuing the next tranche within the framework of the EFF loan. The RF government has completed negotiations with the World Bank mission concerning  the issuance  of the second coal loan. The government still  hopes for an increase of  Russia’s investment rating.

With the financial year coming to an end and on the background of basically yet not started economic growth, the problem of the continuing decline in tax collection was becoming yet more political�*** during last autumn, since it turns into the problem of  holding responsibility for the failures in the field of economic policy. The financial crisis, which took place in November, resulted in a sharp  weakening of the position of the team of reformers. In the political sphere, the interests related to maintaining of the President’s image as  “Supreme Arbiter” and the concept of  mobilizing the political compromise may come into conflict with the interests of maintaining the integrity of the team and cohesion of the overall policy. At the same time the objective deterioration of the domestic business’ positions and weakening of the banking structures justify raising the problem of the government support to the Russian business. In this connection, the temptation to refuse the perspective objectives in favor of the short- term goals becomes a clear danger. In the economic sphere, it may  well happen that some financial maneuvers could undermine  the preconditions for growth. The strengthening of  the exchange rate policy and credit and monetary policy currently implemented by the Central Bank fits in such a scenario.

The crisis  would inevitably result in a deterioration of the budget-98. The growing awareness of the fact that the budget is unrealistic is determined by both the weakening government’s position in its dialogue with Duma and the deterioration of the general prospects of this country’s economic development in 1998.

T.Khokhlova

�Situation in industry



�The intensity of the reduction in solvent demand for industrial products in November grew- the respective balance changed from -9 to - 14%. Since August (the best value of 1997) the deterioration rate made up 8 points. During the recent months, the rise in solvent demand (positive balance) has been registered only in wood- working industry. In the other branches the demand was reducing, and  reduction is most intensive in construction industry (-50%), ferrous metallurgy (-40%) and food industry (-35%).



��



�The estimations of the volume of demand began to deteriorate once again. The share of the “below norm” answers grew up to 86%, while at the beginning of 1997 this index was 93%.

The growth in industrial production is already registered by the surveys for the fourth month. The excess of the reports concerning an increase in output ( positive balance) was noted in November in ferrous metallurgy, machine building and wood- working industry. In the other branches there are more reports  on the decrease in production. The most intensive decline took place in construction industry (-40%) and food industry ( -24%).



��



�The estimations of the  volume  of output remained practically unchanged during the last five months. The share of the “below norm” answers has stabilized at the level of 81%.

The rise in output, with the intensity of the reduction in demand increased,  has resulted in  the drop in the deficit of stocks of finished products.  The respective balance grew by 7 points over the last month. However, the negative values of the said index still testify to a lack of stocks at enterprises. The positive balance ( the surplus of stocks) in November was registered only in ferrous metallurgy and industry of construction materials.



��



�In November the producer prices by the industry as a whole did not change radically. The balance made up only +1%, after +6%  reported in October. The absolute decrease in prices ( negative balance) was noted only in non- ferrous metallurgy and petrochemical industry. In the other branches, the prices slightly  rose.

The forecasts of the change in production dropped by 9 points over the period of the last two months and became the worst ones in 1997. Only 27%  of enterprises hope for a rise in output at the beginning of 1998. The positive balance, however,  has been remaining since December 1996- the hope for a production growth steadily prevails in industry. In November 1997, the pessimism dominated only in construction industry, food and light industries.

��



�The most moderate price forecasts were registered in October. In November the  respective balance grew from +3%  to +8%. The most intensive price rise is forecasted in food ( +43%), machine- building (+11%) and light (+!0%)  branches. The absolute  drop in prices may happen only in metallurgy.

The forecasts of the change in demand grew up to 8% in November. The negative values of the balances were reported only by construction industry and food industry. The enterprises of the other branches expect a rise in demand for their products.

S. Tsoukhlo 



�The privatization transactions in 1997: preliminary results



�In compliance with the Law “On Federal budget for 1997”, the  revenues from privatization to the Federal budget were set at the amount of RUR 6.5 trln., including RUR 4.1 trln- from the sales of the state property, 2.3 trln.-  dividends on shares and rental payments. With the account of  many privileges  on dividends and rental prices provided to a number of the largest companies ( Gasprom, EES Rossii, Lukoil) and some ministries ( Ministry of Railway Transportation, Ministry of Defense Industry etc.) the latter figure is clearly unrealistic.

Due to this, according to the forecast of Goskomimuschestvo, the potential  revenues from privatization in 1997, were based on the following sources:

- sales of blocks of stocks by individual projects- RUR 4.69 trln.,

- sales of blocks of stocks and real estate by standard schemes- RUR 1.047 trln.,

- assignment of blocks of stocks to the ownership of the subjects of RF- RUR 0.5 trln.,

- granting the Federal property on lease in the subjects of RF- RUR 123 bln.,

- granting the Federal property on lease in Moscow- RUR 100 bln.,

- dividends on shares- RUR 65 bln.

In all, in 1997 all the funds (both Russian Fund of Federal Property and regional funds) intended  to sell about 2, 500 blocks of stocks ( the estimated gain- RUR 0.5 trln.), including 700 blocks  controlled by RFFP. Between January- October 1997, 1, 147 blocks were set out for sale, including 639 auctions, 247 special auctions, 49 investment tenders and 43 commercial tenders. Although the precise data are not yet available, the experience of 1995- 1996 allows to assume that many of the said sales  have failed.

As it was observed in 1995- 1996, the government in 1997 considered privatization as an instrument for resolving the budgetary problems. The experience of the last years has demonstrated an extremely low efficiency ( for the budget) of mass sales in the course of the “monetary” privatization, that is why the decision was made to provide the  revenues to the budget at the expense of a few large transactions.    

Due to this, some experts’ assumption that the concept of “individual project” manifests a beginning of the third - after “voucher” and “monetary” stages- stage of privatization is yet groundless. Although the  former concept has not been legitimated in the new Law on privatization, the government’s interest in “individual projects” was  legalized in the Resolution # 363 of 1 April, 1997 “On the order of implementation of individual projects of privatization of Federal property” ( with the subsequent amendments introduced to the Resolution # 564 of 12 May, 1997).

In compliance with this document, the individual project of privatization of Federal property is understood as the complex of measures aimed at the privatization of the Federal property, which is especially important for the country, region or branch industry. It is provided that the appropriate pre-sale procedures should be completed in cooperation with an independent financial consultant. The main objectives of the implementation of an individual project are providing maximal revenues to the Federal budget, attracting investment and increase in efficiency of the use of privatized property. If the former of the said objectives is quite adequate to the current concept, the others are likely to be ritual and  propagandistic�.

As of the end of November 1997, it was a few large transactions, at the expense of which the aggregate budgetary order on privatization was  exceeded almost 2 times. Thus, by early November, the overall amount of revenues from privatization made up about RUR 12 trln.

The largest transaction in 1997 became the blocking packet ( 25% plus 1 stocks) of  the financial and investment holding “Svyazinvest” sold at the auction held  on 25 July, 1997. The holding was established in August 1995. The holding’s 51% of stocks were fixed in the Federal ownership, while 49% were  subject to sales ( 25% of stock- for foreign and domestic investors, and 24% for  the Russian investors only). The auction was held by MFK bank ( UNEXIMBank group). The auction was won by some MUSTCOM Ltd. registered in Cyprus ( among the founders of the firm, there are UNEXIMBank’s group and  some other institutions).The winner  offered USD 1.875 bln.

It should be noted that what the government received only slightly differs  from  what was offered in November 1995  by the Italian holding Stet ( USD 1.44 bln.). However, already after the failure with the initial deal, the control blocks of stocks of “Rostelekom”, “Central Telegraph”  joint-stock companies and some other companies were assigned to the holding. In all  since 1995 the capitalization of the Russian stock market grew notably�. Obviously, it  would not be  possible to receive a real price, however, it  would  have been possible to compensate for the government’s loss from the current undervaluation of the holding by selling the blocking portfolio to a real strategic, not financial, investor. Then, with the sale of 24% of shares to portfolio investors, it would have become possible to proceed on from a real price.

At the same time none of the largest  international telecommunication companies (or their consortium) have participated in the auction. Upon selling the blocking packet, the government does not have any other way ( apart from the complete privatization of the holding) to attract a strategic investor. Some experts  also note  the growing danger of the holding’s break- up:  under the current circumstances the regional companies would have to look for strategic partners on their own.

The transactions, which are completing the series of the loans- for- shares auctions,  have also become a notable event, though they obviously have not generated sufficient revenues to the budget. Practically all the pledgees were undoubtedly interested in owning the said blocks and minimizing the respective financial costs.

The most  preferable variant became the quasi- open sales of the pledged block of stocks and purchase of that through affiliated entities. Such a variant was already worked out with regard to the blocks of stocks of oil holdings “YUKOS” ( 45% at the beginning and 33.3% after dilution, qualified control of Menatep), “Sidanco” ( 51% of UNEXIMBank), “Sibneft” ( 51%, formally “Oil Financial Company”), “Surgutneftegas” (40.12%, actual self- redemption by the issuer), “Lukoil” ( 5%, actual self- redemption  by the issuer), and RAO “Norilsky Nickel” ( 38%, control of UNEXIMBank).

The scandals, which accompanied the majority of  the said transactions, are well- known. It was only sales of the pledged blocks of Surgutneftegas and Lukoil, which  did not cause any clashes. The reason for that was that the transactions were, by their essence, a trivial self- redemption performed by the issuers through the intermediary companies managing the firms’ pension funds.

In such transactions ( and in the course of some others, too), apart from the other methods, the participants actively practiced such tricks  to cut off their competitors, as the requirement to assign to the issuer, whose stocks are purchased, its securities or other company’s stocks. Thus,  already in the course of purchasing 34% of stocks of Sidanco at the investment  auction held by RFFP’s, the Fund, among other conditions, stated that 13% of Chernogorneft’s stocks  had to be assigned to Sidanco. Obviously, the said 13% were already owned by UNEXIMBank, and the competitors of the latter did not have any time to  get such a block of stocks.  Alpha- Bank used such a method while buying the stocks of Tymen Oil Company. In the investment conditions of the tender on sales of 5% of Lukoil’s stocks, one of the conditions was  to assign 15% of Nizhnevolzhskneft’s stocks to Lukoil. The same condition was also used  in purchasing the block of stocks of  Surgutneftegas oil company - the winner would have to assign the oil company 5% of stocks of  joint- stock company “Surgutneftegas”.

Presidential Decree # 505 of 19 May, 1997 “ On sales of the stocks of single joint- stock companies of the fuel and energy complex of Russia, previously fixed in the Federal ownership” ( and Resolution of the government # 616 of 21 May, 1997, under the same name) made the grounds for the new round of confrontation among the largest financial groups around oil companies.

In compliance with the said documents, the blocks of stocks of 6 oil companies, namely “Vostsibneftegas (38%), “Eastern Oil Company”- VNC ( 51%), “Sibirsko- Uralskaya Petrochemical Company “Sibur” (36.28%), “Tymen Oil Company- “TNK” (48.68%), “Komi TEK” ( 21.7%) and “NORSI- OIL ( 45.45%) were subject to exclusion from the  ban lists and are due to be sold at the specialized monetary auctions. Although the special auctions are designated for small- size private investors ( the analogue of the voucher auctions), no doubt that the competing Russian banks will become major participants in them. For 4 oil companies ( Sibur, TNK, Eastern Oil Company, and NORSI- OIL),  it is provided,  as a specific condition, that investment tenders must be held prior to  the special auctions.

The first conflict, accordingly, burst out around TNK Thus, the major daughter company of TNK- joint- stock company “Nizhnevartovskneftegas”  raised a claim against the winner in the investment tender (40% of stocks)- “Novy Holding” company, the member of the Alpha- Bank’s group. It is likely that the specialized monetary auction on selling 48.8% of the TNK’s stocks will take place in 1998.

The government  laid the biggest hope ( in terms of additional revenues)  on the revenues from the transactions with the blocks of stocks of VNK. According to the preliminary results of the special auction, the participants paid RUR 12 trln ( against envisaged 4-5 trln.). The  biggest blocks may be  owned by Menatep and Incombank 

( about 17-18%  each). These banks, therefore, should be the most probable competitors in the struggle for 34% of stocks, which were put up on  the commercial tender with investment conditions. It was envisaged that the government would get about RUR 2 trln. from the sales of this block, however, the exact data on this tender are not  yet available.  

It is also likely that the previously intended  for  sale 0.96% of Lukoil’s stocks ( at an auction) and 19.68% of Slavneft’s stocks ( commercial  tender with investment conditions) would take place  either at the very end of 1997 ( given that the  respective gain will be forwarded to the budget in 1998), or in 1998. Given that the Lukoil’s stocks are clearly designated for  portfolio investors ( accordingly, in this case  a more favorable situation in the market  is very important), a probable  competitor in the transaction on Slavneft’s portfolio may become the oil company itself ( accordingly, it would be necessary to mobilize resources).

The Presidential Decree of 4 November, 1997,  in compliance with which  the 15% quota of the non- residents’ participation in the oil companies’  authorized capital was eliminated, became an important innovation.  The objective of Goskomimuschestvo to create a significantly more extensive revenue base was rather clear. At the same time, in the conditions of the November crisis in the Russian financial market, new investing  to the Russian corporate securities by the portfolio investors- non- residents  will be disputable for a certain period of time.

Nevertheless, the elimination of the said quota ( for the companies, the decision of selling the blocks  of stocks of which is due to be made upon enacting the Decree) became one of the signals to forming powerful alliances for the forthcoming fight for Rosneft in 1998. According to the  plan of privatization of Rosneft, which has  been changed  several times, about 5- 7% of the company’s stocks will be distributed among managers and employees, 51- 63% of stocks will be put at  the special monetary auction, and the rest will be sold as a single block at the commercial tender with investment conditions.

According to some estimations, in the struggle for control over the company, there will be a clash of interests among the following groups: UNEXIMBank, Menatep, Incombank, Lukoil, Gasprom, Sibneft- LogoVAZ- Objedinenny Bank, foreign partners of Rosneft. By November 1997 two very powerful tandems have been already formed- Gasprom plus Royal Dutch Shell and UNEXIMBank plus British Petroleum.

As it is known, for UNEXIM and oil company “Sidanco” it is crucially important to establish their control over Rosnerft, since the former  have a long dispute with Rosneft for the Rosneft’s daughter company “Purneftegas”. According to some  estimations, the current management ( at least, a part of that) of Rosneft to a certain extent resists an “urgent” privatization. However, taking into account that, firstly, Rosneft used to have the Premier’s support in the company’s struggle for Purneftegas and, secondly, the intensity of  the confrontation between the groups UNEXIM and Sibneft- LogoVAZ- Obyedinenny Bank (which, by itself,  has also become the political factor), in perspective the probability of the  formally neutral  and relatively politically safe victory of Gasprom is rather high, taking into account that it is Gasprom which  has certain moral right to claim for financial compensation for supporting the budget in summer 1997.

Such deductions, of course, are  based on  the ignorance of  the  “fair play” ideology already proclaimed by the government and are focused on the habitual traditions in the filed of redistribution of property.

In any case,  the privatization of Rosneft  will not take place in 1997. However, the attractiveness of this last state- owned large oil company is so high, that the government may take a risk and try the lesser of two evils: the danger of a political scandal with regard to Rosneft is, anyway, inferior to political consequences of the failure with the budget- 1997 on the whole. 28 November the First Vice Premier A. Cohabits  declared that  the use of some analogue to the known loans- for- shares schemes may become possible already in December 1997. Thus, a possible scheme may look as follows: according to results of a tender, some “financial consultant” is selected, which must organize the subsequent sales of the Rosneft’s  blocks of stocks. The selected financial consultant pays the government certain sum on the return basis. Although according to the common practice, it is the government itself, who must pay a selected consultant for the services provided, in this case the former variant  is favorable for the government: the very competition for the right to organize the sales of Rosneft’s stocks  promises to be a cut- throat one.

In our view, it is  absolutely useless to fight against “ the affiliatedness” of the potential “financial consultant” to  a future potential final buyer. It would be sufficient, first of all, to organize  a de-facto competitive and juridically “fair- play” struggle for getting such a right; secondly, to make the bid price extremely high ( comparable to the price for a block of stocks), and, thirdly, to guarantee the return of the paid sum should the “mother” company( bank, group) loose the subsequent tender, and the money should be paid from the amount received from the final winner. In this case, of course, the success of such a procedure is dependent on all the parties’ adherence to the “organizer is winner” principle.

In general terms, although  the budgetary order on privatization formally has been already fulfilled, it is unlikely that the government  may hope for new large revenues to the budget- 1997 ( perhaps, with the exception of VNK) in November- December without accompanying significant “opportunity costs”. If one ignores the sharp budgetary crisis, there are many serious factors which could make the government postpone a number of transactions:

- unfavorable situation in the stock market and possible outflow  of at least portfolio investors�;

- political reasons related to the conflicts among the largest financial groups;

- inefficiency of the simultaneous sales of several companies’ large blocks  of stocks;

-  necessity of an elementary technical preparation of large- scale transactions (for instance, with regard to Rosneft- selection of  the holder of  the register and implementing a subscription to shares among the employees prior to the beginning of any open auction).

In broader terms, with regard to the period of privatization  between 1995- 1997 one may talk about the transformation of the uniform privatization policy into:

	a)  by its essence, the spontaneous  process of the “remaining” privatization ( blocks of  stocks of “ ordinary” enterprises, which remained after the implementation of the mass model;

	b) dominating budgetary  motivations in the course of making privatization decisions;

	c) use of the privatization ( quasi- privatization) instruments for attracting political allies among the regional elites and largest financial groups;

	d) notable “regionalization” of the privatization process, in particular for political purposes;

	e) the process of consolidation and intensive further redistribution of property among the largest financial alliances and companies- natural monopolies; such a process is closely tied to all the afore- mentioned  specifics.

A. Radygin



�Foreign trade



�Between January- October 1997  the reduction in the valuable volume of export  and the growth in import volume remained. Such a trend was characteristic of the whole year. The export was at 6.1.%  (USD 54.2 bln.) down compared to its  respective period of 1996, while import grew by 7.6%  or USD 39. bln.

In October the especially  sharp reduction in the volume  of export to the non- NIS states was observed ( by 31% compared to October 1996). On the whole, between January- October the export dropped by 6.1% ( USD 54.2 bln.) At the same time the exportation of the Russian goods   is becoming yet more focused on raw materials. The share of fuel and energy resources in the overall volume of export to the Far Abroad states between January- September 1997 grew up to 47.3% against 45.1% observed between January- September 1996; ferrous and non ferrous metals- 20.2% against 19.8%, while the proportional weight of export of machinery and equipment reduced to 7.3% against 7.6%, respectively. The only way to expand the Russian exports is to supply finished products to foreign countries. However, in the meantime the state budget does not have sufficient resources to support export- oriented production.

��



�Between January- October 1997 the import from the non- NIS states grew by 7.6% ( USD 39.1 bln.) comparing to the same period of 1996. It is machinery and equipment, which hold a leading place among the Russian imports from the Far Abroad states: their share between January- September 1997 was 35.8% of the overall volume of  import from those countries (for the respective period of the last year- 36%).  The respective import grew by 10% comparing to the period between January- September 1996.

The  balance of Russia’s trade with the NIS states between January- September 1997 remained positive and made up USD 0.1 bln.

At the same time the volume of export made up USD 12.4 bln. and reduced by 2.6% comparing to last year, while the volume of import made up USD 12.3 bln. and dropped yet more drastically- by 12.7%. Therefore, during this year the export supplies exceed, though insignificantly, the import supplies, and, in contrast to the previous years, such a   correlation positively characterizes the dynamics of  Russia- NIS states turnover

One of the most important events in the sphere of regulating mutual trade between the NIS states became the agreement between Russia and Ukraine on canceling the imposition of VAT on the mutually imported goods. The imposition of this tax would additionally affect the trade turnover between the two countries, which  was under the negative impact because of serious disagreements concerning restrictions imposed on importation of the Ukrainian sugar to Russia..

The RF government adopted the Resolution # 1347 of 22 October, 1997 “Matters of customs an tariff policy”. The Resolution reads that the rates of the import customs tariffs imposed on the same goods classified in compliance with the Goods Assortment of Foreign Trade Activity of CIS may not be changed more than once during the period of 6 months. Any RF government’s decision concerning introduction  of a change  in the import customs duty rates may come to force not earlier than upon 180 days since the moment of the official publication of that, with the exception of the cases, in which such a change results in a decrease in the respective rates. The extraordinary change in the import duty rate may not exceed 10 per cent points ( for ad valorem rates) or the equivalent absolute value for specific rates. It is provided that the national system of preferences of the Russian Federation is subject to revision  by the RF government  once a year. The RF government’s decision of any change in the national system of preferences  may  come in force not earlier than upon 90 days since the official publication of that.

S. Prikhodko, N. Leonova, N.Volovik

�The results of the business survey on agricultural enterprises  in the 4th quarter of 1997



�The survey for the 4th quarter 1997 covered 203 respondents representing 23 regions. The major part of the responded enterprises are large- scale agricultural enterprises,   with the agricultural area over 7.5 thousand hectares and number of employees over 300, which are either joint- stock companies or partnerships. It was the  agricultural enterprises located in the grain- producing regions- Altay and Krasnodar Krais, Rostov, Orenburg, Volgograd, Novosibirsk Oblasts and Bashkortostan- which were most active in  responding the questions ( in every  above- mentioned region the questionnaires were answered by over 12 respondents).

Situation in the market of single products.

Grain. The purchase prices in the market continue to fall: this fact was noted by more than a half of respondents, yet about one- third of them reported that the purchase price remained at the level registered in the preceding quarter. The prices for food grain have proved to be more stable compared to the prices for feed grain, which  quite fairly shows the formed situation in the market. However, the enterprises’ price expectations with regard to the food grain, which were registered during the IIIrd quarter, have not been justified: there was no significant price rise for that. The exception is Altay Krai: in the region, only 4% of the enterprises were confronted with the fact that the prices dropped for both food and feed grain. The majority of the reported enterprises ( 69%- by food grain and 74% - by feed grain) do not expect any further  price drop for grain.

During the IIIrd quarter, over a half of the respondents were planning to increase the sales of grain; in fact,  only in about one - third of cases it took place. As for the future, only 3- 4% of enterprises  intend to increase the sales of grain crops. This is likely to be attributed rather to the exaggerated expectations of the harvest volume than to the  envisioned expectations of an improvement of the situation in the grain market. It is also possible that a part of this year’s grain was spent on paying off, in the natural form,  the agricultural enterprises’ various debts.

In such regions as Orenburg Oblast and  Bashkortostan, the rise in sales of grain in the fourth quarter is natural, due to the geographical factors. As to the increase in sales of grain in Volgograd Oblast,  registered in 40% of cases by food grain and 53%- by feed grain, given that the purchase prices fell and with the expectation of their growth reported by  one- third of  enterprises in the Ist quarter of 1998,  that  may be  regarded as a  result of the rigid policy currently pursued in the region.

The enterprises dealing with planting grain crops and vegetables reported that they to a higher extent expect  price rise for grain in the future. At the same time, it is envisaged  that the increase in sales  should happen with regard to food grain, and such an  expectation was reported by the enterprises producing grain ( 10%) and swine- breeding farms (19%).  In Orenburg and Novosibirsk Oblasts, 35% and 20% of respondents, respectively, intend to increase their sales of food grain in the Ist quarter of 1998.

Milk. Due to the seasonality in sales of milk, the respective sales  dropped in 59% of the responded enterprises ( last quarter- 21%).However, a year ago the reduction in sales of milk was noted in 67% of enterprises.. The rise in sales of milk in the 4th quarter of 1997 was noted by 15% of enterprises, while last year the respective rate made up only 9%. This shows certain stabilization of the situation in the milk industry, which started taking shape this year. Only 12% of the enterprises ( compared to 25% in the 3rd quarter) reported  the decrease of the  purchase price for milk, 14%- the increase in the respective index ( at the level of the preceding quarter), A year ago, the price rise was noted only by 10% of enterprises, while the price drop- by 9%. Despite the changes in the situation in the milk market, the enterprises’ forecasts for next quarter are the same: 29% of them forecast a rise in purchase prices, 6% - their drop; 7% plan to increase the sales, 64%- to decrease them. It is worth noting that in the preceding survey only 46% of enterprises expected the  milk supplies to fall, while actually it took place in 59% of enterprises.

Among the regions, it is Bashkortostan and Orenburg Oblast, which are notable thanks to an increase of milk sales, given that at the same time no price rise have been noted there. As to Rostov Oblast, in which one- third of enterprises reported  the  rise of the purchase price for milk, 2/3 of the respondents reduced the respective sales; despite the fact that 40% of enterprises expect  a price rise for milk, none of them is planning to increase the sales. In analogous Stavropol and Krasnodar Krais, the situation is not as clear, which may testify to the fact that the production costs for milk are lower in these regions.

In contrast to the previous surveys, in the 4th quarter of 1997 it was small- sized enterprises ( with the number of employees under 200), which more often experienced the rise of the purchase price for milk . However, it has not influenced the volume of their sales.

Cattle and poultry. The seasonal factor has had a very slight effect on sales of  poultry and cattle performed by the agricultural enterprises. Similar to the previous  quarter, 20% of the enterprises increased the sales, while 38% reduced those. However,  comparing these data  to the results of the 4th quarter of 1996, one should note some improvement in this sector, too: at the end of 1996 only 15% of respondents increased  meat production, and 41% were reducing that. This year, the improvement to a significant extent resulted from the improvement of the price situation in the meat market: 16% of the respondents noted the rise in purchase prices for meat ( compared to 10% in the respective period of 1996), and only 9% the decrease in prices ( against 18% last year).

The volume of sales of meat by regions are not directly correlated to the dynamics of the purchase prices. Thus, a significant share of the enterprises in Rostov Oblast noted the price rise for cattle and poultry, while at the same time nearly none of them has increased their sales in the region; on the other hand, in Orenburg region and Bashkortostan the significant rise in sales was not related to an increase in producer price.

In contrast to the producers of milk, the producers of cattle and poultry  are rather precise with their forecasts of  future prices and sales volume. Although in terms of next period the enterprises’ price expectations do not differ drastically from all the previous surveys, however, the overwhelming majority of the respondents- 57% ( this is the record number for the whole period of conducting such surveys) intend to reduce the sales of meat.

It is large- scale enterprises, which mostly note a rise in the purchase prices for cattle and poultry, and it is the same enterprises, which expect a further price rise in next quarter. Nevertheless, it is medium- sized enterprises, which  are more inclined to increase the respective production. It is worth noting that the poultry farms tend to increase their output.

Change in live- stock. 

The share of enterprises planning to reduce their live- stock of horn cattle, pigs and poultry in the forthcoming quarter somewhat increased compared to the previous quarter. However, comparing the current quarter with the 4th quarter of 1996, the respective share sharply dropped: thus, given that a year ago 44% of respondents intended to reduce their live- stock of horn cattle, as of today, the respective share is 34%; as per the number of pigs- 35% and 24%, respectively, and poultry- 17% and 8%, respectively. It is notable that the share of the enterprises intending to increase the live- stock of pigs grew from 11% in 1996 up to 15% this year.

Among the regions, it is Orenburg Oblast which draws our attention, according to the results of the sample: almost one- fourth of the respondents in the region plan to increase the live- stock of horn cattle and 47% of them envisage the growth in the live- stock of pigs. The previously noted trend to increasing the live- stock in sugar- beet- producing enterprises continues, which is likely to testify to the fact that they re-profile themselves. The  same enterprises to a higher   rate demonstrate the growth in volume of sales of milk and meat.

Change in the stocks of liquid assets.

The level of the enterprises’ discontent with their stocks of fuel and lubricants, mineral fertilizers and spare parts has deteriorated compared to all the previously conducted surveys. In the absolute majority of the regions, in 100% of cases the enterprises reported lack of fuel and lubricants. As it was observed in the 3rd quarter, Krasnodarsky Krai differs from the other regions, having a high rate of sufficiency with mineral fertilizers.

In next quarter, the absolute majority of enterprises do not expect an additional increase in their stocks of liquid assets, and this particular situation has worsened compared to all the previously conducted surveys. It is no doubt that such a situation was caused by the enterprises’ price forecasts: the share of the respondents forecasting price rise for fuel and lubricants grew significantly: ( from 68% in the 3rd quarter to 79% in the 4th quarter), for mineral fertilizers ( from 56% to 64%), and electric power ( from 64% to 78%). The expectations concerning the truck transportation tariffs remain at the same level- 2/3 of respondents foresee their rise. Despite the significant price drop for feed grain, more than 2/3 of enterprises do not expect a decrease of the price for mixed feed.

Credit and financial results of  1997.

In the fourth quarter 30% of the reported enterprises used  banking loans, though  35% of enterprises planned to borrow a loan. Next quarter, only 21% of the respondents intend to apply for a credit. In Krasnodar Krai and Bashkortostan nearly none of the reported enterprises applied for a credit, while in Rostov Oblast  over a half of the respondents used that. In the 4th quarter, it was milk farms who were inclined to borrow at most- 2/3 of the respective respondents used credits last quarter and over 40%- are going to use credits during next quarter. It is vegetable- producing and swine- breeding enterprises, which are the least  in terms of the inclination to use loans.

The credit liability during this year grew in 31% of the responded  enterprises, compared to 47% observed last year. At the same time, the respective liability reduced in 20%  of enterprises against 10% in 1996. In a half of the cases, the enterprises’ credit liability grew in Altay Krai, and over one- third of the cases- in Rostov Oblast. At the same time the respective liability reduced in 46% of enterprises- respondents in Volgograd Oblast and in 38% of them in Orenburg Oblast. The reduction in credit liability is especially notable in the beet- producing enterprises ( 48%) and grain- producing enterprises ( 22%). The milk- producing enterprises increased their debts to banks in 61% of cases.

The enterprises’ estimations of their financial situation are in a sharp contrast to the formed stereotype of the crisis in the branch: 17% of the respondents noted that their financial position improved compared to last year, and yet 19% of them consider the financial situation unchanged. Last year,  while responding the same question, only 16% of the enterprises stated that their financial situation had not worsened. Among the regions one should single out Orenburg Oblast, in which 55% of enterprises noted  some improvement  of their financial situation and Volgograd Oblast, in which less than one- third of enterprises’ financial results deteriorated.

The improvement of the financial results  this year was reported  by about 20% of meat and milk- producing , swine- breeding and grain- producing enterprises; at the same time the overall number of enterprises  not confronted  with a drop in financial results, is the highest among vegetable- producing (51), beet- producing ( 46%) and swine- breeding  ( 43%) enterprises. The highest share of enterprises, in which  the financial indices decreased, is observed among milk- producing enterprises.

E. Serova 
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� See Economic and political outlook: September 1998

� It is not accidental that one of the most debated issues in November became the problem of control over mass- media: the President’s promise to the Parliament to establish Board of Supervisors at ORT and VGRTK and to transform ORT into joint- stock company of open type.

� The list of the objects  fixed in Federal property, which are subject to privatization by individual projects, is due to be approved by the RF government upon the  respective submission of Goskomimuschestvo. Among the first “candidates” were Troitsk Iodine  Plant, “Karelsluda” mining plant, Taganrog Sea Trade Port, Kamsky and Sokolsky paper and Pulp plants, “Mosfilm” cinema concern, Povarovo machine- building plant, State-owned enterprise “Russian Diesel”,  joint- stock company “Rosgosstrakh”. This list is traditionally open for the lobbying of all the parties ( as it already used to happen with  practically all the “lists” presented by the government and Goskomimuschestvo.

� According to the data of joint- stock company “Svyazinvest”, in summer 1997 the summary market capitalization of the holding’s 88 companies was accounted for USD 15 bln. The summary market capitalization of the holding’s 23 companies, which passed the listing of the Russian Trading System, was USD 11 bln. Between 1995- 1997 the capitalization of Svyazinvest grew by 118%, and, according to some forecasts, it may yet  double between 1998- 1999.

� At the same time, the placement of the shares of Templton Fund in late November 1997 shows if not the reverse trend, but the global fund’s certain position with regard to the drop in stocks’ quotations  in the Russian market
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