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EXPORT REVENUES:
REPATRIATION OR EXPROPRIATION?

Peter Westin
RECEP, Moscow

At the beginning of this year, there were signs that the government wanted to implement further ex-
change rate restrictions in order to curb capital flight and assure a supply of hard currency. One of
these measures was an increase of the repatriation requirement for export revenue from the current
75% to 100%. The first part assesses the developments in capital flight where export activities plays
a certain role. The second part of this report looks at the post-crisis experience of export repatriation
and the benefit, if any, to the economy

Capital flight: the Russia menace

Capital flight has been a sign of Russia’s failure to establish a functioning market environment. Mac-
roeconomic instability and institutional deficiencies, such as the lack of confidence in the domestic
banking system and disincentives to re-invest company profits, have encouraged companies and indi-
viduals to move their money offshore. Efforts to combat the problem by introducing capital restric-
tions have had limited success. A large share of the money moved abroad has left Russia via the trade
account by use of false contracts, over-reporting imports and under-reporting exports.

Several attempts have been made to quantify the amount of money that has left the country illegally
or semi-legally. However, the nature of such transactions makes this a very difficult task, and reduces
estimates to ‘guesstimates’. Below we present two alternative measures of capital flight. The first es-
timate (Estimate 1 in Figure 1) is made up of the net increase in foreign assets held by the private
sector. It is calculated as the trade surplus (merchandise and services) and official credits minus offi-
cial debt service payments, minus any increase in international reserves. The second estimate is made
up of non-repatriated export earnings, unredeemed import advances, and errors and omissions. The
latter, which has remained excessively large for Russia, is sometimes referred to as unidentified
transfers. The CBR, when estimating capital flight, uses 50% of total errors and omissions. One may
also include errors and omissions only for non-CIS relations. However, for Estimate 2 in Figure 1 the
total amount of errors and omissions has been included. Estimated capital flight between 1993-98
was $68.3 bn according to Estimate 1 and $77.6 bn for Estimate 2.

Using the second estimate for capital flight, Figure 2 outlines the quarterly development in 1998 and
1999. In the last quarter of 1998 and the first quarter of 1999, capital flight declined according to Es-
timate 2. This corresponds to the period when the world market price for oil fell and currency restric-
tions were implemented. Following the OPEC agreement in March this year the oil price rose rapidly,
as did capital flight, which reached $4 bn in the period from April to June. In the third quarter of
1999 the level of capital flight remained more or less unchanged compared to the previous quarter.

The author is grateful to Rudiger Ahrend for help with the statistics.
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Figure 1: Capital flight 1993-99 ($ bn)*
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* Estimate for 1999.
Source: CBR, Goldman Sachs, RECEP

Figure 2: Capital flight 1998-99 by quarter ($ bn)
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Since export activity provides a channel for capital flight, levels of capital flight tend to depend on
the price of oil, the key Russian export. The development of capital flight was also influenced by
capital and foreign exchange restrictions put in place after the August crisis, although economic
agents find ways around the restrictions over time.

Repatriation of export revenues

Back in October 1998, two months into the crisis, the CBR introduced a special trading session on
MICEX with the obligatory sale of 50% of repatriated export revenue, and then increased it to 75%
in mid-January 1999. Exporters still have to return 100% of proceeds but these requirements state
what share has to be sold on the foreign exchange market. In mid-March amendments were made al-
lowing exporters who were using 25% of revenues for servicing foreign loans to repatriate only 50%,
with the 75% level still applicable to other exporters. With these measures, the government's objec-
tive was to ensure a return of export revenues, and to help maintain the rouble exchange rate. Since
then the CBR has announced the abolishment of its plan to raise the repatriation requirement; at best,
it has postponed it until the second half of this year.

Figure 3 shows that the introduction of these restrictive measures had only a small and short-term ef-
fect. After the introduction of the special trading session under the 50% repatriation requirement on
October 6 1998, the rouble strengthened but then continued to fall up to the beginning of 1999, de-
spite the introduction of additional restrictions (see previous editions of RET). The same took place
when the level was raised to 75% in January 1999, but this time the effect on the rouble was even
smaller. This was followed by a stabilisation of the rouble, but it is important to take into account
that the restriction stipulates a certain time period in which repatriation of hard currency is to occur.
In January 1999 this time limit was shortened from 180 days to 90 days. We assume that export pro-
ceeds are repatriated at the very end of this period, meaning that the real effect of repatriation is not
immediate and that the effect observed at the time of introduction is of a more psychological charac-
ter.

The tables below aim to illustrate whether the repatriation of export revenue has had an effect on re-
serves. We make the further assumption that 50% of exporters have hard currency debt, which after
March 1999 meant that these exporters had to return only 50% of export revenues, thus the effective
repatriation rate is 62.5%.

Table 1 (column 5) shows the repatriation target based on monthly exports and the rate of repatria-
tion, taking into account the timing of the same. For three months (April-June 1999), there was an
overlap of the 180-day and 90-day repatriation, and $6-7 bn should have been repatriated monthly
(almost double the amount in the subsequent month). Using the monthly turnover on MICEX as a
proxy for actual export proceeds repatriated, it can be seen that approximately 40% of what should
have been repatriated was actually repatriated (a total $8.6 bn for these three months)." One possible
reason for this outcome could be that exporters were slow to adjust to the shorter repatriation period.
This would also explain the repatriation of more than 100% in the third quarter of 1999 This is also
partly confirmed by higher non-repatriated export revenue on the balance of payments in the second
quarter of 1999, and lower non-repatriated export revenue in the third quarter. However, as explained
below this increase in the second quarter does not correspond with the non-repatriated revenues ac-
cording to Table 1 (the difference between the target and actual (MICEX turnover) repatriation).

! We use the volume on MICEX as a proxy for actual repatriation, as exporters have to sell their proceeds on the MICEX
foreign exchange market.
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Figure 3: Exchange rate and the introduction of repatriation of export revenue (R/$)
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Table 1: Exports and expected and actual repatriation
Exports ($bn)  Daysin % of exports Target MICEX MICEX as %
which export thatshould amountof  turnover ($ of target
proceeds be repatri- export reve- bn)
should be re- ated nues repatri-
patriated ated ($bn)
Oct-98 6.1 180 50 3.10
Nov-98 5.9 180 50 3.00 2.17 72.4
Dec-98 7.3 180 50 3.25 2.50 77.0
Jan-99 4.7 90 75 3.10 2.28 73.7
Feb-99 5.0 90 75 2.85 2.49 87.5
Mar-99 5.9 90 62.5 2.95 3.51 119.0
Apr-99 6.5 90 62.5 6.58 2.89 43.9
May-99 5.0 90 62.5 6.70 2.89 43.2
Jun-99 5.3 90 62.5 7.34 2.84 38.8
Jul-99 6.2 90 62.5 4.06 3.53 86.9
Aug-99 5.9 90 62.5 3.13 3.91 125.1
Sep-99 5.9 90 62.5 3.31 3.80 114.6
Oct-99 7.0 90 62.5 3.88 3.00 775
Nov-99 7.4 90 62.5 3.69 3.73 101.2
Dec-99 n.a. 90 62.5 3.69 3.07 83.3
Jan-99 n.a. 90 62.5 4.38 2.94 67.2

Source: Goskomstat, Moscow Times, RECEP estimates
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Net payments of external debt in the second quarter of last year amounted to $2.4 bn. Figure 4 shows
that any relationship between the change in the hard currency component of gross reserves and repa-
triation minus net debt payments is far from obvious.? Furthermore, the correlation weakens over
time, indicating that economic actors have been able to circumvent the restriction. As can be seen
from the figure, if one were to consider that reserves respond with a lag to repatriation minus net
payment a relationship could be established. However, this is not a very plausible assumption as in-
ternational reserves change as debt payments are made, and therefore we do not consider this to be an
option.

In other words the high trade surplus in 1999, currently estimated at $30-32 bn, plus compulsory re-
patriation have not enabled a significant increase in reserves, which last year increased by a mere
$0.3 bn (see also Table 2). Furthermore, repatriation has brought a supply of dollars to the foreign
exchange market, which has assisted in maintaining some level of rouble stability. The availability of
dollars on the market means that the CBR has been able to buy dollars without too much impact on
the exchange rate. More importantly, column 6 (MICEX turnover) in Table 1 shows that the turnover
on MICEX has increased under the later repatriation regime compared to the 50% repatriation re-
quirement. This means that in dollar terms, higher repatriation has had some effect on supplying the
market with dollars. Nevertheless, and although reserves in 1999 only grew by $0.3 bn, the govern-
ment has been able to service its non-Soviet external obligations, which must be attributed to an im-
provement in the trade balance.

A more concrete relationship does exist, however, between the change in money supply and the
change in reserves. In periods when we see a major increase in reserves, we also see money emis-
sions from the CBR (see Figure 5). Monetary expansion therefore seems to have been a contributor
to increased reserves as the CBR prints roubles to buy the dollars. In 1999 the monetary base in-
creased by $3.9 bn in dollar terms (using the average official exchange rate) of which a part has been
financing the increase in international reserves.

Table 2: Reserves, net debt payments, and repatriation

Gross Of which Of which Change re- Netdebt Netdebt+ Repatria-

Reserves gold ($bn) hard cur- servesin payments reserve tion

($bn) rency gross re- ($bn) changes (MICEX

($bn) serves ($bn) turnover
($bn)* $bn)
Jan-99 11.62 4.54 7.08 -0.70 0.86 0.16 2.28
Feb-99 11.44 4.15 7.28 0.21 0.49 0.70 2.49
Mar-99 10.77 4.09 6.68 -0.61 0.81 0.21 3.51
Apr-99 11.17 4.09 7.07 0.39 0.61 1.00 2.89
May-99 11.94 3.90 8.03 0.96 0.99 1.95 2.89
Jun-99 12.15 3.96 8.19 0.15 0.82 0.98 2.84
Jul-99 11.92 4.09 7.83 -0.36 0.67 0.31 3.53
Aug-99 11.23 4.41 6.82 -1.00 0.55 -0.45 3.91
Sep-99 11.21 4.58 6.63 -0.19 0.62 0.43 3.80
Oct-99 11.75 4.67 7.08 0.45 0.58 1.02 3.00
Nov-99 11.50 3.91 7.60 0.52 0.29 0.81 3.73
Dec-99 12.46 4.00 8.46 0.86 0.72 1.58 3.07
Jan-00 12.95 4.04 8.91 0.86 1.10 1.56 2.94

* Hard currency component of Gross international reserves
Sources: CBR, IMF, Ministry of Finance, RECEP estimates

2 It could be that a build-up of reserves follows repatriation with a lag.
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Figure 4: Repatriation minus net debt payments and the change in hard currency reserves
($bn)
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Figure 5: Change in monetary base* and international reserves ($bn)

15

A
IOANA e /AN

0 T T T \/ T T T T \ T T v T T \
-0.5 \/_J /\\/ \/
-1
[ce] [ce] [c0} [ce] (o)) (o] (o] (o] [*2] (2] (o)) [*2] (o] (o] (o2} (o] o
R @ N R 2 R R R R @ 2 @ R R N R Q
[oX © > [ c o = = > c = ()] o B > [&] c
[ o) 9] < () < o T 3 5 [, 8 o) 9] <
n ) z [a) ~ (I = < S s - < 1) O Z a s
‘—Money supply = Internat. reserves ‘

*The monthly average MICEX exchange rate was used to calculate the change in the monetary base in dollar terms
Source: CBR, Moscow Times, RECEP estimates
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A comparison of the target minus actual repatriation with non-repatriated export revenues and out-
standing import advances in 1999 gives a puzzling picture®. In the first quarter non-repatriated export
revenues and outstanding import advances amounted to approximately $1 bn, while using the
MICEX turnover as the proxy for actual repatriation shows that roughly $0.61 bn was not repatriated
in the same period (the difference could then be attributed to outstanding import advances). More or
less the same was true for the third quarter when $0.74 bn was not repatriated, and non-repatriated
export revenues and outstanding import advances according to the balance of payment amounted to
$1.1 bn. However, in the second quarter of 1999 (the time of overlap of the 180 and 90 day repatria-
tion periods and the start of the sharp increase in world oil prices) the difference between the target
and actual repatriation amounted to a massive $12 bn, while non-repatriated export revenues and out-
standing import advances totalled ‘only” $2.1 bn. In other words, as much as $10-11 bn is missing
according to calculations using this method. Where has this money gone?” It is possible, for example,
part of this money is sitting on hard currency accounts. However, this is not confirmed by CBR data
on commercial banks’ balance sheet. Equally, it is likely that this money is part of the build-up of
commercial banks’ correspondent accounts at the CBR. This does however not account for the total
sum.

The fight against capital flight

In order to curb capital flight the authorities are currently considering a number of additional meas-
ures: With regard to the export revenue repatriation requirement (see above), full implementation of
the 75% rate will be achieved, and individual concessions, e.g. concessions tied to foreign debt pay-
ments, should be abolished as the latter can easily be abused through fictitious debt contracts. The
former is to be achieved through a system of increased monitoring of exporters and prosecution of
companies not fulfilling their obligations.

Furthermore, the problem of lower export revenues caused by the practice of false contracts and/or
the use of offshore zones will be corrected. The Tax Ministry can use average world market prices
when fraudulent behaviour is expected, and special attention should be directed towards exporters of
ferrous and non-ferrous metals as the large difference between domestic and world market prices
generates extra incentives for export revenue and tax evasion. The use of false contracts on imports
will be investigated, especially when the importer is a newly created company.

These measures are a response to the fact that capital flight is still a problem, and that the current
capital restrictions have only a very limited effect in curbing the problem. The real solution to the
problem of capital flight is to improve the investment climate by continued reforms, especially insti-
tutional reforms that would protect any investor, foreign as well as domestic; tax reform to ensure
transparency and equal treatment; and the introduction of international accounting standards to create
a better framework for capital investments. In addition, a main priority should be to speed up bank
restructuring and to increasingly allow foreign banks into the retail market, creating a competitive
pressure on Russian banks. On top of capital flight an estimated $30-40 bn is held in ‘mattresses’ in-
side Russia. As long as companies and individual do not have trust in the domestic banking system,
and there is a lack of other investment opportunities, it must be considered as rational behaviour to
either keep one’s money outside the banking system or move it abroad.

® Non-repatriated export revenues and outstanding import advances is recorded on a quarterly basis in the balance of
payments.
* Due to this, the estimated $15 bn capital flight for 1999 may be on the low side.
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Conclusions

Recent discussion of a possible increase of the repatriation requirement on export revenues from 75%
to 100% (currently exporters who are servicing foreign debt equal to 25% of revenue only have to re-
patriate 50%) has currently been put on hold (a discussion about raising it to 80% has circulated re-
cently in the press). In any case, this measure will not raise money immediately, as exporters have 90
days to return their export proceeds. Although it should mean a slight increase in money repatriated,
it could also have a negative effect on compliance. Also, as new restrictions are introduced economic
actors usually find ways to circumvent them. The positive effect of an increased rate of repatriation is
unlikely to last long, since it is not a new measure but merely a slight reinforcement of an obstacle
the exporters already know how to get around.

Capital flight still remains a problem caused by the lack of investment opportunities and the unfa-
vourable investment and business climate in Russia. Additional restrictions and increased monitoring
will only partially to limit this phenomenon. The only real turnaround will come from continued
structural and institutional reform, toimprove the incentives for individual and economic actors to
keep their capital inside Russia. Such a course will require a strong political will and consensus
among policy makers.
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ECONOMIC UPDATE

Aggregate demand

In 1999 real consumer expenditures on goods and
services (a proxy for personal consumption expendi-
tures) were 7% lower than in 1998 and 9% lower
than in 1997. In December seasonally adjusted con-
sumer expenditures remained practically unchanged
from November. As a result they were only 2%
higher than in December 1998 and still 9% lower
than in December 1997. In December 1999 real ex-
penditures on food were 2% higher than in Decem-
ber 1998 and 7% lower than in December 1997. Ex-
penditures on non-food goods were 4% higher than
in December 1998 and 16% lower than in December
1997. Real expenditures on paid services were 3%
lower than in December 1998.

According to preliminary data, real expenditures on
new construction & equipment (a proxy for gross
fixed investment) in 1999 were 1% higher than in
1998, but 6% lower than in 1997. In December, sea-
sonally adjusted expenditures on new construction &
equipment remained practically unchanged from
November. In December 1999 real expenditures on
new construction & equipment were unchanged
from December 1998 and were 11% lower than in
December 1997.

Output

In 1999 real GDP produced increased by 3.2% over
1998 and was 2% lower than in 1997. In the goods-
producing sector the highest rates of annual growth
were registered in industry, where gross output in-
creased by 8.1% from 1998 and was 3% higher than
in 1997. The volume of construction increased by
5.4% and remained unchanged to 1997. Agricultural
output increased by 2.4% from 1998, but was 11%
lower than in 1997. In the service-producing sector
the outstanding rates of annual growth were reported
for the volume of communications, which increased
in real terms by 33.1% from 1998 and was 60%
higher than in 1997. Freight transport turnover grew
by 5.2% from 1998 and was 2% higher than in 1997.
Passenger transport turnover increased by 3.7%, but
was 5% lower than in 1997. The real volume of
wholesale trade grew by 1.2% from 1998 and was
1% lower than in 1997. The real volume of retail
trade (including public catering) in 1999 was 9.5%
lower than in 1998 and 12% lower than in 1997.

December's performance continued the period of
stagnation, that started in the end of 1999 Q3. In
seasonally adjusted terms, declines were observed in
construction, wholesale trade, passenger transporta-
tion. Monthly growth was registered in industry, ag-
riculture, freight transportation and retail trade.
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Prices

In January 2000 consumer price inflation increased
compared to December 1998. This growth is partly
attributed to the seasonal factors, but might also be
caused by substantial growth of monetary aggregates
in the end of 1998. The consumer price index grew
in January by 2.3% (1.3% in December). CPI for
food increased by 2.2% in January (1.4% in Decem-
ber), for non-food items by 2.2% (1.2%), and for
paid services by 3.4% (0.9%).

The composite producer price index increased over
1999 (December to December) by 59.8% (22.3% in
1998). PPI in industry grew over the year by 67.3%
(23.2% in 1998), in construction by 37.3% (9.7%),
in agriculture by 91.4% (42.0%), in freight transpor-
tation by 18.2% (16.7%) and in business communi-
cations by 22.8% (6.2%).

In December monthly rates of growth of producer
prices decreased for the second month in a row.
Composite PPI grew in December by 2.3% (4.1% in
November), PPl in industry increased by 2.2%
(3.9%), in construction by 2.6% (4.2%), in agricul-
ture by 4.3% (5.3%).

Labour

The number of permanent payroll employees at large
and medium-sized enterprises decreased in Novem-
ber by 0.2% from October, and was 0.5% lower than
in November 1998. The vacancy ratio (the number
of job seekers registered with the FES as a ratio of
the number of vacancies) in December remained un-
changed from November in seasonally adjusted
terms, reaching its lowest level since 1992.

Real wages grew rapidly in the last months of 1999,
and this growth was accompanied by intensive re-
payment of wage arrears. Still, substantial differ-
ences exist in estimates of the level of real wages.
According to Goskomstat estimates based on
changes in consumer price index, in 1999 average
real monthly wages due were 23% lower than in
1998 and 30% lower than in 1997. In December
1999, according to these estimates, real wages were
13% higher than in December 1998, but 30% lower
than in December 1997. According to RET staff es-
timates based on changes in price deflator for con-
sumer expenditures, in 1999 real wages were only
13% lower than in 1998 and 20% lower than in
1997. Consequently, according to our estimates, in
December 1999 real wages were 17% higher than in
December 1998 and 17% lower than in December
1997. The latter estimates look more consistent with
the level of consumer expenditures (see
AGGREGATE DEMAND above), though the dif-
ference between wages and consumer expenditures
persists and is covered by savings.
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Foreign trade

In the period January to November 1999 Russia’s
trade balance amounted to $28 bn, with exports
standing at $64.8 bn and imports at $36.8 bn. In the
first eleven months of 1999, exports to non-CIS
countries amounted to $54.3 bn and to CIS $10.5 bn
respectively. Imports from non-CIS countries totaled
$28 bn and from the CIS $8.8 bn. Exports in the first
eleven months of the year were 3% lower than in the
same period of 1998 while imports were 34% below 1w
their 1998 level. In November, Russia’s exports of

crude oil and petroleum products (according to cus- @]
toms data) amounted to $2 bn.

Merchandise exports and imports
($ bin, seasonally adjusted)

Exports

The share of unofficial trade was estimated at 10%
of the overall trade turnover in the period of January .1
November 1999 (according to Goskomstat).
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the duty is 5% of the value of the exported gas with

a minimum of 2.5 euros per tonne. Export tariffs on

most metals, applied to countries outside the CIS

customs union, were also raised in December. The Brentoil price ($ per barrel)
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10%, and tariffs for other metals increased to 6.5%.

31.00

Tariffs for gold and aluminium remain at 5% of the  ** "
value. 21.00 Mw
At the beginning of January the CBR suggested rais- 1o A .,/'/V

. .o "
ing the repatriation of export revenue from the cur- oo M L /J‘

rent 75% to 100%. Among the critics, the State Cus-

toms Committee claims that implementation of such ~ ©®
a measure would significantly harm state interests by
enhancing export companies' incentives to relocate

their export revenue to offshore zones. This in turn Source: Moscow Times.
would add to the capital flight problem. In addition,

implementation of 100% mandatory sale of export

revenue would not raise money immediately, as ex-

porters have 90 days to return their export proceeds

(see SPECIAL REPORT).
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Enterprise finances

In January 2000 Goskomstat released data on the fi-
nancial state of real sector companies in October and
November of 1999. Almost all aggregated financial
indicators demonstrate gradual improvement in the
finances of Russian companies. Information on
overdue payables and receivables shows a continua-
tion of positive trends in intercompany and tax debt
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settlements. Virtually all categories of overdue pay-
ables and receivables deflated by PPI were down in
November. In October 1999 the share of cash in the
revenues of the largest tax payers and natural mo-
nopolies reached 52% (up one percentage point). In
the course of November money balances of compa-
nies working in the four basic sectors (agriculture,
construction, industry, transport) increased by 8%
and amounted to R 175bn. The share of loss making
enterprises fell to 40.6% ( 41.4% in October).

Electricity and natural gas companies were less suc-
cessful in controlling their collection rates than the
rest of industry. Real overdue receivables in the
electricity sector grew for three months in a row.
Monthly growth rates of overdue receivables of
power firms in 1999 were, however, much lower
than in 1995-1998. Higher collection rates are ex-
plained by tighter financial discipline introduced by
RAO UES headquarters in the regional power com-
panies. In October the share of cash in RAO UES
collections continued to grow and reached 29.67%
(up from 28.75% in September). In November 1999
extraction subsidiaries of Gazprom managed to sta-
bilise their collection rates, which had been rather
low in the second and third quarters of 1999. The
structure of revenues of natural gas extraction com-
panies deteriorated. The share of cash reached
maximum value of 63.79 % in August 1999 (includ-
ing export sales) and was down to only 46.64 % in
October.

Rumours about Gazprom's reorganisation and the
amicable agreement reached by Sidanco’s creditors
were the most important events in the corporate sec-
tor in January 2000. In the course of 1995-1999 the
IMF demanded several times the separation of the
natural gas transportation function from the extrac-
tion and marketing facilities. Fund representatives
argued that this would lead to higher transparency
and reduce Gazprom’s monopolistic power. The
Russian government, heavily influenced by Gaz-
prom managers, did not take any actions at the time.
Currently the impression is that the executive branch
has enough strength to tackle the Gazprom problem.
The government appears to realise that the concen-
tration of economic and political power wielded by
Gazprom managers is not acceptable.

The Sidanco case has been widely discussed as an
example of the faulty treatment of foreign share-
holders by Russian corporations. 51 % of the com-
pany was bought by Uneximbank group (Interros) in
the loans for shares scheme at the beginning of 1997.
Later, a 10% equity stake in Sidanco was sold to
British Petroleum. Uneximbank failed in its attempts
to introduce adequate corporate control in Sidanco’s
extraction subsidiaries. As a result the latter’s reve-
nues were siphoned off either by the old managers or
by Uneximbank itself. The role of BP Amoco in
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deflated by PPI, January 1998=1*.

1.80

1.60

1.40 ~

1.20 /

1.00 r

0.80 \ /

0.60

0.40 : : : : : : :
g & 8 88 8 8 8§ 3
5§ 2 3 8 & % 3 8§

Data is for large and medium-size enterprises.
Source: Goskomstat.

Overdue receivables in the electricity and
natural gas sectors deflated by corresponding
price indices. Prices of January 1996=1

140 13
130 12
120 _ /\/\ \/\ 11
110 N~ 10
100 9
90 : 8
80 7
70 6
60 T T T T T T T T T 5
5 3 8833833338333 3

-- - Real electricity arrears (left scale)
— Real natural gas arrears (right scale)

Data is for large and medium-size enterprises.
Source: Goskomstat.

14



Sidanco’s management was very _||m|ted prior {0 Share of cash in the revenues of RAO UES and
1998. Huge debts to the tax authorities and suppliers
. S . : RAO Gazprom.

made Sidanco’s units an attractive target for a hostile

takeover. The Alfa bank managed Tyumen Oil 4,
Company launched a takeover campaign aiming to
seize control over two most attractive Sidanco’s ex-
traction units: Chernogorneft and Kondpetroleum. In
addition, bankruptcy proceedings were launched
against their mother company. Both extraction sub-
sidiaries were acquired in the course of bankruptcy
auctions that took place in 1999. BP Amoco's politi-

|
|
7

.
n
.
a

. . S 8 8 8 8 8 8 8 &
cal weight allowed Interros to regain Chernogorneft. B - -
. . . , . ) 2 © S 3 S @ 8
Finally, in January Sidanco’s creditors agreed to halt L = < = ° < ©
the bankruptcy proceedings, putting an end to the [mRAO Gazprom ZRAO UES|
whole story. Source: Goskomstat.

The banking sector

In January 2000 the CBR raised reserve require-
ments to 7% for rouble deposits and 8.5% for for- Number of bank licences withdrawn by
eign currency deposits. The measure was dictated by the CBR for violations of banking laws
the growth in voluntary reserves kept by commercial and CBR regulations*

banks on CBR deposit accounts, which reached R90
bn at the end of December 1999. Large rouble de-
nominated voluntary reserves posed a threat to the
stability of the foreign exchange rate. By increasing  *]
reserve requirements, the CBR cut excessive rouble s
liquidity that could spill over to the forex market. At ]|
first glance the small volume of bank credit to the
economy and the substantial funds kept with the

CBR are difficult to reconcile with each other. ]
Commercial banks’ reluctance to lend to private ] | "I “ I| | ”ll ||I|
companies is explained by the weak creditor rights o ATELEEERIEAREARERRRRERRE RRENRELDRNY,

protection in Russia. Banks prefer either to buy for-
eign currency or to park funds with the CBR. Simul-
taneously with the increase in reserve requirements
the CBR lowered the discount (refinancing) rate
from 55% to 45%. The meaning of the measure is
not clear since CBR loans to commercial banks most
commonly carry bank-specific terms, relatively in-
dependent of the current refinancing rate. Excessive reserves and lending

I . to the non-financial sector
Bank restructuring in January was following the path

chosen in 1999. Large Moscow banks that could g,

80

70 4

30 4

01.97 04.97 07.97 10.97 01.98 04.98 07.98 10.98 01.99 04.99 07.99 10.99 01.00

* Data for July-August are preliminary estimates.
Source: CBR.

5 X . 1006
reach an agreement with their creditors were allowed
0% 1 g«
to do so. . : o
B/ - \_‘\_/_ 60
1 SN, ‘ N PN - -T 0
The government agency created to supervise the 45,

process of restructuring engaged itself in the restruc- 1+ aom

: : : 7<)
turing of the number of relatively small regional

banks. The transfer of control over SBS Agroto # 8 6 & 3 § & § 8 & g § 2%
ARCO confused the agency’s plans to avoid having 5§88 3§35 8 g 38

to deal with politically important banks. Currently it _ : :

seems that the agency was able to fend off immedi- —_ Stereck dalms onrivate sectorin kol s, %

ate danger to its wellbeing by delaying true restruc- CBRsmredmmmmm i

turing of SBS Agro into the indefinite future. In
1996-99 SBS Agro was employed to channel gov-
ernment loans to the agricultural sector. Agricultural
firms viewed SBS Agro loans as subsidies, which
negatively affected the quality of the SBS Agro asset
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portfolio. The effective bankruptcy of SBS Agro
forced the government to look for new ways to sub-
sidise agriculture. Currently the government is con-
templating the creation of Rossel’khozbank to serve
this purpose. It might well happen that the new bank
will get the agricultural loans on SBS Agro's balance
sheet as a part of its charter capital. By doing so the
government will be able to profitably redistribute
what is left of SBS Agro's assets at the expense of
other creditors.

The budget

According to preliminary data, the federal deficit for
1999 calculated on a cash basis amounted to R73.9
bn, or 1.7% of GDP, with revenues and expenditures
standing at R611.1 bn (13.7% of GDP) and R685.5
bn (15.3% of GDP) respectively. The initial revenue
target set by the 1999 budget was exceeded by about
30%. The primary surplus for 1999 is estimated at
2% of GDP. Interest payments in January-December
1999 equaled R162.6 bn, of which R73.9 bn was
servicing of domestic debt and R88.7 bn was exter-
nal debt payments. In December alone, interest
payments on foreign debt were R11.0 bn, mainly
payments on Eurobonds; interest on domestic debt
was R12.7 bn.

No data on December performance of regional and
local budgets were available at the time of writing.

An IMF mission visited Moscow on January 25-
February 4. Fund representatives confirmed that the
main macroeconomic parameters of 1999 met and
exceeded the targets set by the Stand-by agreement.
However the progress with structural reforms was
defined as unsatisfactory. On February 4 the IMF
mission and the Russian government agreed on the
principles of the tax and budget policy for 2000 and
on the main parameters for the first half of the year.
The $640 mn tranche of the IMF loan that was due
for disbursement in fall 1999 has again been sus-
pended.

The exchange rate

In January the MICEX exchange rate depreciated
5.7% and the CBR official exchange rate fell by
5.4%. Although the rouble strengthened in the sec-
ond half of the month it came under pressure again
in the first week of February. This was the result of
the CBR’s weakened defense of the rouble as it at-
tempted to built up international reserves (see
MONEY), in order to be able to defend the rouble at
a later stage in light of large foreign debt payments.
Approximately $1.7 bn must be serviced on foreign
debt in the remainder of the first quarter.
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Money

According to the monthly data the monetary base
equalled R324.3 bn in the end of December 1999.
Net domestic credit (NDA) comprised R 397.9 bn
and net international reserves stood at $3 bn. These
figures almost meet the performance criteria set for
the end of the year in line with the monetary and
credit programme for 1999, agreed between the Rus-
sian authorities and the IMF. The programme targets
for NDA and NIR were set at R392 bn and —-$5.1bn
respectively.

In December 1999 the money supply, including for-
eign currency deposits, grew by R75 bn to R984.8
bn. The significant increase of the currency in circu-
lation (MO) (21.5%) to R266.5 bn along with corre-
spondent growth of the monetary base indicates that
some relaxation of monetary policy took place at the
end of the year. In the second half of January the
balance on commercial banks' correspondent ac-
counts shrunk due to the increase in the reserve re-
quirements. At the same time, the CBR managed to
contract the monetary base (to R297.8 bn) by with-
drawing its defence of the national currency.

From January 24 the Central Bank of Russia cut the
refinancing rate from 55% to 45% in light of the ex-
pected lower inflation in 2000. While the CBR took
this measure in an attempt to stimulate lending activ-
ity of commercial banks and investments in the real
sector, in the current situation the refinancing rate
has little effect on the level of interest rates in the
economy. From a practical point of view economic
agents will simply face the decreased fines and pen-
alties on different types of overdue payments.

In January the CBR continued to buy foreign cur-
rency from exporters on the internal currency mar-
ket, and raised its gross international reserves to
$12.9 bn, the highest record since October 1998. In
January the federal government paid about $1bn in
foreign debt without CBR assistance. Overall, in the
first quarter of 2000 Russia has to repay about $3bn
to foreign creditors. Russian officials stated that the
budgetary situation in February might allow the
government to refrain from borrowing from the CBR
to fulfil its foreign debt obligations. The schedule of
the external debt service payments will be tighter in
March and Finance Ministry Mikhail Kasyanov has
announced that his ministry is likely to resort to
Central bank credits.

Financial markets

In January 2000 the RTS trade volume amounted to
$489.2 mn, up by 71% compared to December 1999.
On January 14 the Moscow Times dollar index
reached 154.7, its highest level since June 1998. As
of January 31 the MT index was down to 130.9.
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Some commentators suggested that equity prices
underwent a “normal” correction after the rally that
took place after the Duma election and Yeltsin’s res-
ignation. We believe that the Russian stock market,
while not perfectly efficient, is efficient enough to
refute this explanation of stock price movements.
The fall was rather related to the renewed concerns
about corporate governance in light of developments
with Surgutneftegaz. The company intends to reor-
ganise its equity structure by swapping shares in the
subsidiaries for shares in the holding company. In-
vestors feared that the swap would result in the dilu-
tion of minority interests. News about the possible
break-up of Gazprom provided another source of
worry for investors.
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Table 1: GDP and aggregate demand*

Nominal GDP  Real GDP, SA** Nominal Real consumption Nominal Real expenditures
consumption of of goods and expenditures on on new con-
goods and services services*** new construction struction &

& equipment equipment, SA**

(R bn) (1997=100) (R bn) (1995 = 100) (R bn) (1997=100)

1995 1540,5 102,6 664,8 100,0 267,0 128,5
1996 21457 99,1 946,8 97,6 376,0 105,3
1997 25219 100,0 1123,3 100,8 408,8 100,0
1998 2696,4 95,1 1355,2 96,0 402,4 93,3
1999 4 476,1 98,1 21715 82,0 598,7 94,2
01.1998 95,6 98,5 22,1 95,9
02 545,2 98,5 90,0 91,9 23,7 95,6
03 94,9 96,3 26,1 93,7
04 96,4 97,4 25,5 94,0
05 606,6 97,1 95,8 96,3 26,6 94,5
06 96,9 97,4 31,8 93,6
07 100,1 100,4 32,9 93,8
08 698,9 93,9 110,1 106,5 354 93,0
09 1355 94,7 38,8 91,0
10 133,8 89,5 36,6 91,1
11 833,9 93,4 138,4 87,6 40,5 91,8
12 167,9 95,3 62,4 91,6
01.1999 147,1 77,0 28,0 93,3
02 823,1 95,7 148,9 74,8 31,3 95,4
03 163,3 79,9 35,9 93,8
04 164,6 78,1 36,3 92,8
05 1026,2 98,4 166,6 77,4 40,0 93,6
06 1722 78,5 50,7 93,7
07 176,8 78,3 54,8 94,8
08 1269,9 99,2 189,7 83,1 57,7 95,6
09 194,1 83,8 61,0 98,7
10 202,4 86,2 55,5 95,3
11 1356,9 101,6 206,2 86,8 58,0 91,6
12 239,7 99,6 89,5 92,1
01.2000

02

03

04

05

06

07

08

09

10

11

12

* Series on consumption and investment slightly differs from NIPA concept. Since October 1998, monthly GDP data are
not produced.
** Based on the year-on-year rates of growth at prices of the previous year.

*** Based on the nominal consumption figures deflated by CPI.
SA - seasonally adjusted.
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Table 2: Industrial production

1995
1996
1997
1998
1999

01.1998
02
03
04
05
06
07
08
09
10
11
12

01.1999
02
03
04
05
06
07
08
09
10
11
12

01.2000
02
03
04
05
06
07
08
09
10
11
12

* Based on the year-on-year rates of growth at prices of the previous year.

Industrial
production, total,
SA*

(1997=100)

102,1
98,0
100,0
94,8
102,5

99,3
99,0
98,4
98,0
95,5
94,6
92,8
91,4
88,8
92,0
93,1
94,6

97,4
96,5
99,2
99,1
101,7
103,7
105,2
106,6
107,2
102,0
105,7
105,6

Industrial

production, total,

SAWT*

(1997=100)

100,0
94,8
102,5

100,2
98,8
98,3
97,9
95,2
94,5
92,1
91,7
88,2
93,2
93,2
94,2

99,7
96,4
97,7
99,0
101,4
103,5
106,0
105,3
106,6
104,9
104,1
105,2

Oil extraction,
SAAL

(mn t)

298
293
297
294
295

298
298
296
291
291
297
294
291
292
294
294
292

293
292
293
294
296
296
295
296
297
295
295
297

SA - seasonally adjusted, SAAL - seasonally adjusted annual level.
SAWT - seasonally adjusted reflecting work time differences.
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Natural gas
extraction, SAAL production, SAAL

(bn cub. m)

595
601
571
591
591

591
593
593
593
559
571
630
599
596
607
583
578

577
575
582
584
606
610
612
618
603
581
574
569

Electricity

(bn kwit/h)

862
848
834
827
845

841
845
846
849
827
829
808
788
804
831
831
824

818
814
861
823
861
849
851
863
867
843
852
837

Coal production,

SAAL

(mn t)

262
255
244
232
249

238
239
231
238
230
227
217
229
227
228
238
241

240
236
241
244
247
254
253
252
267
253
250
251
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Table 3: Output by sector

1995
1996
1997
1998
1999

01.1998
02
03
04
05
06
07
08
09
10
11
12

01.1999
02
03
04
05
06
07
08
09
10
11
12

01.2000
02
03
04
05
06
07
08
09
10
11
12

* Based on the year-on-year rates of growth at prices of the previous year.

Gross agricultural

prices, SA

(1997=100)

103,8
98,5
100,0
86,8
88,9

92,4
91,6
91,2
89,8
87,8
87,0
82,3
82,5
81,9
82,7
84,0
88,5

89,6
88,9
88,6
89,1
88,2
87,2
87,7
86,3
87,4
94,1
89,2
90,2

Agricultural
output at constant production, animal
products, SA

(1997=100)

118,3
105,3
100,0
99,1
95,4

100,5
100,0
100,2
99,8
99,6
99,5
99,4
98,6
99,0
98,4
97,4
96,7

96,0
95,4
95,1
94,7
96,0
94,7
93,5
94,4
94,5
95,9
97,0
97,9

Real volume of
construction
works, SA*

(1997=100)

127,6
106,8
100,0

95,0
100,1

99,7
98,9
97,0
97,3
96,7
96,2
95,7
94,3
91,9
90,6
90,2
91,5

94,0
95,0
96,5
97,5
98,1
99,2
98,2
104,8
107,2
106,9
101,8
102,4

SA - seasonally adjusted, SAAL - seasonally adjusted annual level.
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Avrea of dwellings
completed, SAAL

(mn sg. m)

41,0
34,3
32,7
30,7
32,0

30,9
32,1
32,0
29,5
31,1
30,2
28,3
31,5
29,9
29,4
31,8
31,6

32,3
374
30,1
31,6
31,9
30,7
31,3
32,2
34,3
30,6
31,9
29,8

Freight

transportation
turnover, SAAL

(bn t-km)

3537
3374
3 256
3145
3309

3212
3197
3172
3146
3092
3156
3147
3142
3030
3188
3140
3116

3195
3179
3251
3270
3358
3340
3343
3392
3346
3355
3313
3368

Freight carried by
rail, SAAL

(mn t)

1025
909
886
834
945

865
848
848
844
832
827
819
818
792
839
823
851

878
889
894
913
939
943
960
965
971
973
993
1020
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Table 4: Trade

Wholesale trade*  Real wholesale Retail sales**  Real retail sales**  Paid services,  Real paid services,

trade* total, current prices total
(R bn) (1995 = 100) (R bn) (1995 = 100) (R bn) (1995 = 100)

1995 1091,9 99,5 553,5 100,0 113,0 100,0
1996 17738 92,2 749,0 100,1 200,3 92,1
1997 21738 100,0 866,0 103,7 269,5 95,5
1998 2305,9 97,4 1056,2 100,0 318,6 95,1
1999 3976,5 98,9 1782,1 90,7 421,0 97,1
01.1998 165,6 90,4 75,5 101,0 21,4 89,0
02 175,6 95,2 69,6 95,8 22,1 89,0
03 186,5 99,4 72,4 99,1 23,9 91,3
04 179,2 103,3 72,8 99,3 24,3 91,1
05 167,5 106,4 72,4 98,5 24,9 92,5
06 172,8 96,9 71,7 97,4 26,9 95,1
07 174,8 96,9 73,3 99,7 28,0 96,5
08 169,5 93,1 82,9 106,4 28,5 97,3
09 194,3 94,8 108,5 103,0 28,8 96,2
10 214,8 96,1 105,8 95,4 28,6 96,5
11 230,8 96,6 112,2 95,9 29,3 100,6
12 274,5 100,3 139,1 108,2 31,9 106,5
01.1999 223,4 76,6 120,5 82,9 275 88,5
02 236,2 82,4 121,9 83,3 28,3 86,0
03 288,6 93,3 133,2 88,4 31,4 91,2
04 2917 97,4 134,4 86,3 32,1 91,2
05 292,6 103,5 137,5 86,2 31,0 94,9
06 313,1 95,3 1411 86,9 34,6 100,8
07 332,4 98,8 1445 86,9 35,7 106,4
08 348,7 101,4 155,8 92,3 37,3 99,3
09 3774 112,4 160,1 93,1 37,9 98,2
10 390,4 107,6 165,9 95,1 39,6 102,6
11 406,9 106,2 169,0 95,6 41,4 103,6
12 475,1 112,5 198,2 111,8 442 103,1
01.2000

02

03

04

05

06

07

08

09

10

11

12

* Including exports.
** Including catering. Revised by RSA in January 1999.
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Table 5: Labour market

Employment Unemployment Registered Man-days lost in  Nominal average Real average
rate, ILO concept*  unemployment strikes monthly wage  monthly wage due,
rate* due** SA***
(mn) (%) (%) (th) (R) (Dec-97=100)

1995 66,4 8,5 2,8 1366 472 77,8
1996 65,9 9,6 3,5 4009 790 88,7
1997 64,7 10,8 31 6 001 950 93,0
1998 63,6 11,9 2,6 2882 1095 83,5
1999 64,5 12,4 2,2 1790 1580 64,6
01.1998 64,2 11,4 2,7 72 988 98,9
02 64,0 11,6 2,7 95 1000 98,2
03 63,8 11,7 2,7 103 1059 93,7
04 63,7 11,7 2,7 109 1040 91,4
05 63,7 11,5 2,6 86 1047 89,5
06 63,8 11,3 2,5 79 1122 88,3
07 63,7 11,3 25 56 1110 89,8
08 63,5 11,6 2,4 27 1052 86,1
09 63,4 11,9 2,4 378 1112 67,8
10 63,3 12,3 2,5 797 1123 67,9
11 63,3 12,9 2,6 615 1164 66,9
12 63,3 13,3 2,6 464 1482 63,7
01.1999 63,2 13,8 2,6 577 1167 62,3
02 63,2 14,1 2,7 532 1199 60,9
03 63,6 13,6 2,6 83 1385 62,1
04 64,1 13,0 25 15 1423 61,8
05 64,6 12,4 2,3 15 1472 61,1
06 64,9 12,0 2,2 6 1626 61,0
07 65,1 11,8 2,0 6 1618 60,7
08 65,2 11,7 1,9 5 1608 62,6
09 65,1 11,7 1,8 99 1684 66,7
10 65,1 11,7 1,7 228 1716 69,4
11 65,1 11,7 1,7 42 1789 71,8
12 65,1 11,7 1,7 184 2272 75,2
01.2000

02

03

04

05

06

07

08

09

10

11

12

* Monthly data are end of month, yearly data are averages of the end of month figures.
** Yearly figures reported by RSA are not equal to monthly average.

*** Based on CPI changes.

SA - seasonally adjusted, SAAL - seasonally adjusted annual level.
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Table 6: Social indicators

1995
1996
1997
1998
1999

01.1998
02
03
04
05
06
07
08
09
10
11
12

01.1999
02
03
04
05
06
07
08
09
10
11
12

01.2000
02
03
04
05
06
07
08
09
10
11
12
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Personal income,

(R)

514,9
765,1
931,7
985,8
15549

800,3
841,1
862,9
932,7
847,0
871,7
897,5
892,6
1007,4
11332
11424
1600,5

11189
1249,0
13323
14740
1413,0
1503,4
1512,6
15777
1591,3
1708,2
17412
24374

Real personal
per capita, official income, per capita,

official

(1995 = 100)

100,0
100,9
107,2
89,9
75,1

88,2
91,9
93,6
100,8
91,1
93,7
96,3
92,4
75,3
81,0
77,3
97,1

62,6
67,1
69,7
74,8
70,1
73,2
71,7
73,9
73,5
77,8
78,3
108,3

monthly wage

(R)

42,6
72,7
83,5
83,5
83,5

83,5
83,5
83,5
83,5
83,5
83,5
83,5
83,5
83,5
83,5
83,5
83,5

83,5
83,5
83,5
83,5
83,5
83,5
83,5
83,5
83,5
83,5
83,5
83,5

pension

R)

188,1
302,1
328,2
399,0
4484

366,6
399,3
399,8
400,6
401,4
402,5
402,6
402,7
403,0
403,1
403,2
402,9

403,0
403,1
403,1
403,2
451,6
455,5
455,7
455,9
456,1
455,6
519,2
519,3

Official minimum  Average monthly  Official monthly
subsistence level

R)

264,1
369,9
411,2
493,3
907,8

417,7
4244
427,4
431,9
434,9
4355
438,4
449,7
552,0
572,9
618,5
716,8

786,9
829,1
856,8
884,0
923,6
950,0
974,0
936,4
919,8
926,8
943,1
963,0

Share of
population below
subsistence level

(%)

26,2
21,4
21,2
24,6
34,1

22,8
22,4
22,2
21,7
22,8
22,5
22,3
22,7
29,8
28,6
29,5
27,3

38,2
n.a.
37,7
n.a.
n.a.
35,0
n.a.
n.a.
335
n.a.
n.a.
26,3
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Table 7: Arrears*

1995
1996
1997
1998
1999

01.1998
02
03
04
05
06
07
08
09
10
11
12

01.1999
02
03
04
05
06
07
08
09
10
11
12

01.2000
02
03
04
05
06
07
08
09
10
11
12

* 4 sector series include data from the following sectors of the economy: industry, construction, transport and agriculture.
9 sector series, in addition to sectors included in 4 sector series, include communications, trade and catering, wholesalers,
housing and 'other' sectors

Total overdue payables of

enterprises, R bn

4 sectors

238,9
514,4
756,1
1053,4

687,7
840,4
795,4
904,5
939,2
936,3
980,7
1005,1
1034,8
1054,4
1065,5
1053,4

1065,9
1093,0
1119,0
11455
1149,0
1170,2
1183,7
1206,2
1188,5
1201,3
1178,6

9 sectors

n.a.
n.a.
n.a.

1230,6

891,6

941,7

998,3
1034,1
1075,5
1082,0
1132,0
1160,5
1199,8
1224,7
1238,7
1230,6

12411
1280,6
1321,8
1358,9
1366,3
1388,0
1404,8
1427,4
1416,9
14351
1416,3

** the series includes data for industry, construction, transport, agriculture, education, health, arts, sciences,
social security, housing and communal services and local administration. Prior to July 1998 RET estimates.
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Of which:
to suppliers, to the budget wage arrears, Total overdue receivables of Government
R bn & non- R bn enterprises, R bn wage
budgetary arrears**
funds, R bn

4 sectors 4 sectors 4 sectors 4 sectors 9 sectors R bn

122,3 75,0 13,6 165,5 n.a.
245,9 203,4 34,7 335,5 n.a. 15,0
3447 316,6 39,7 458,4 n.a. 8,0
475,1 438,6 55,7 634,0 761,9 20,1
33,0 10,2
286,2 299,2 41,8 389,3 555,5 7,2
375,2 347,6 48,8 519,6 598,9 8,8
387,5 363,2 50,1 534,2 620,1 10,3
395,0 381,9 52,5 548,7 647,7 10,9
416,2 395,2 55,1 570,3 677,3 12,7
417,2 391,1 56,4 569,8 683,4 14,9
433,3 398,0 59,6 585,0 700,9 17,1
4442 408,3 63,9 561,7 710,2 18,6
452,7 423,2 65,4 616,8 740,7 20,9
464,5 432,3 62,9 655,2 782,0 22,1
472,2 443,6 61,0 648,1 776,2 22,1
475,1 438,6 55,7 634,0 761,9 20,1
472,8 443,6 55,6 641,8 772,0 19,4
477,6 463,8 52,9 659,5 799,8 19,0
490,8 475,3 49,8 675,0 8248 17,0
498,9 495,1 46,8 684,3 842,3 15,3
492,5 503,1 45,4 702,2 863,8 14,6
509,7 511,8 43,3 714,6 881,2 14,6
508,1 520,9 443 718,9 883,8 15,0
513,3 525,0 41,3 716,5 881,6 13,8
513,9 527,3 40,0 714,3 883,5 13,7
511,6 533,9 38,9 724,5 889,7 13,4
4945 531,0 37,6 695,3 859,7 12,4
33,0 10,2

Tables - 7



Table 8: Prices (end of period)

1995
1996
1997
1998
1999

01.1998
02
03
04
05
06
07
08
09
10
11
12

01.1999
02
03
04
05
06
07
08
09
10
11
12

01.2000
02
03
04
05
06
07
08
09
10
11
12
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Consumer price
index, total

(Dec-97=100)

74,0
90,1
100,0
184,4
251,7

1015
102,4
1031
1035
104,0
104,1
104,2
108,1
1496
156,4
1653
184,4

199,9
208,1
213,9
220,4
225,3
229,6
236,0
238,8
242,3
245,6
248,6
251,7

257,5

Consumer price
index, food &

beveraaes
(Dec-97=100)

77,9
91,7
100,0
196,0
266,4

102,1
103,3
104,1
104,4
105,0
105,0
104,9
107,4
149,8
155,6
167,5
196,0

216,2
225,6
2319
238,0
242,7
247,0
254,8
255,8
2579
260,1
262,7
266,4

272,2

Consumer price
index, non-food

0oods
(Dec-97=100)

78,5
92,5
100,0
199,5
2717,7

100,5
100,8
101,0
101,2
101,3
101,3
101,3
108,6
167,5
180,0
187,7
199,5

2119
220,2
2274
236,6
243,0
246,8
251,6
257,6
264,5
270,3
2745
271,7

283,8

Consumer price

index, paid
services

(Dec-97=100)

55,0
81,6
100,0
118,3
158,5

101,7
102,7
104,0
105,0
106,1
106,7
108,0
109,3
113,0
1148
116,2
118,3

123,2
127,1
129,5
133,6
136,4
141,1
145,6
148,5
151,4
154,5
157,1
158,5

163,9

Composite
producer price

index
(Dec-97=100)

74,4
94,2
100,0
124,6
195,9

101,4
102,0
102,0
101,9
101,3

99,7
100,8
100,2
106,9
111,6
117,2
124,6

133,2
139,8
1446
149,2
153,6
157,7
162,2
168,1
175,9
184,1
191,3
195,9

Industrial producer
price index

(Dec-97=100)

74,1
93,0
100,0
123,2
206,2

100,9
101,4
101,3
101,3
100,5
100,5

99,7

98,5
105,8
112,0
117,6
123,2

131,7
139,1
1444
149,7
155,1
160,9
165,9
1738
184,0
194,2
201,7
206,2
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Table 9: Foreign Trade

Exports total*  Export of oil & oil ~ Export of gas Imports total* Imports of Trade balance total
products machinery &
equipment
($ bn) ($ bn) ($ bn) ($ bn) ($ bn) ($ bn)
1995 81,1 17,3 10,8 60,8 15,8 20,2
1996 88,6 23,1 15,8 68,8 14,6 19,8
1997 88,2 21,9 16,4 73,7 18,5 14,5
1998 74,2 14,5 13,3 59,1 15,6 15,1
1999
01.1998 5,9 1,4 15 5,7 15 0,2
02 58 1,2 14 6,1 15 -0,3
03 6,7 1,2 15 6,5 2,0 0,2
04 6,2 1,2 1,0 6,2 0,9 0,0
05 6,0 14 0,9 58 15 0,2
06 6,5 11 0,9 57 1,3 0,8
07 6,2 11 0,9 5,7 15 0,5
08 57 1,2 0,8 5,0 15 0,7
09 5,9 11 0,8 3,0 11 2,9
10 6,1 1,2 11 2,9 0,9 3,2
11 5,9 11 13 3,0 0,8 2,9
12 7,3 1,2 1,2 3,5 1,2 3,8
01.1999 47 0,9 1,3 2,9 0,9 1,8
02 5,0 0,8 1,0 3,0 0,9 2,0
03 59 11 0,9 3,5 1,0 2,4
04 6,5 14 0,7 37 1,0 2,8
05 5,0 14 0,7 3,0 0,7 2,0
06 53 15 0,7 34 0,8 1,9
07 6,2 1,6 0,7 3,5 0,7 2,7
08 5,9 1,9 0,7 3,2 0,7 2,7
09 59 1,7 0,7 34 0,7 2,5
10 7,0 2,0 11 3,6 0,7 34
11 7,4 2,0 1,3 3,6 0,8 3,8
12
01.2000
02
03
04
05
06
07
08
09
10
11
12

* Includes RSA estimate of unregistered trade.
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Table 10: Balance of payments ($ mn)

1996 1997 1998 1998 1998 1999 1999 1999
Q3 Q4 Q1 Q2 Q3

Current Account 11997 3555 2446 900 6640 5370 3459 5749
Trade balance 17198 12551 14156 4162 9841 6044 5766 7799
Export 103520 103060 87688 21802 22188 17550 19276 20936
Import -86322 -90508 -73533 -17640 -12347 -11506 -13511 -13138
Merchandise trade balance 23069 17517 17306 4814 10000 6531 6448 8348
Export 90563 88927 74751 18112 19177 15601 16907 18093
Import -67494  -71410 -57445 -13298 -9176 -9070  -10459 -9745
Service balance -5871 -4965 -3150 -652 -159 -487 -682 -549
Export 12957 14133 12937 3690 3011 1949 2369 2844
Import -18828 -19098 -16087 -4343 -3171 -2436 -3052 -3393
Income and Wages -5339 -8411  -11359 -3234 -3159 -629 -2399 -2251
Received 4333 4366 4300 584 404 2267 710 413

Paid -9672  -12777  -15659 -3818 -3563 -2896 -3109 -2664
Wages -406 -342 -164 -32 29 62 65 55
Received 102 227 301 82 94 102 111 111
Paid -507 -568 -465 -114 -65 -40 -47 -56
Income -4933 -8069 -11195 -3201 -3188 -691 -2463 -2306
Received 4232 4140 3999 503 310 2166 598 302
Paid -9165 -12209 -15194 -3704 -3498 -2856 -3062 -2608
Current Transfers 138 -585 -351 -28 -41 -45 93 202
Received 765 349 223 41 57 51 220 326
Paid -627 -935 -574 -69 -98 -96 -127 -124
Capital Account -3618 4047 5469 2754 -6808 -3821 -1500 -2845
Capital transfers (net) -463 =797 -382 15 -116 -97 -33 -81
Direct investments abroad -771 -2603 -1027 -98 -334 -365 -498 -497
Direct investments into Russia 2479 6243 2182 411 699 642 722 613
Portfolio investments abroad -172 -156 -256 350 -3 -23 -202 306
Portfolio investments into Russia 8929 45589 8035 -232 381 -370 82 -201
Other investment - assets -29306  -26621  -16122 -3942 -6443 -5818 523 -3872
Hard currency -8908  -13444 945 -1712 773 319 1515 13
Bank accounts and deposits -1000 977 972 -102 -1139 -1095 -1524 -562
Trade credits -9501 -6789 -6810 -1181 -4379 -1819 1841 -2040
Loans provided (not overdue) 9499 7004 5345 1282 615 1791 2188 126
Overdue payments -9475 -3048 -7428 -488 -436 -4065 -1307 =277
Non-repatriated export revenue -9773  -11458 -8625 -1507 -2072 -1009 -2071 -1065
Other assets -149 136 -520 -234 195 60 -119 -66
Other investment - liabilities 14328  -15655 7784 3647 -1966 1137 -376 -190
National currency -230 -38 65 17 -17 -28 -14 -1
Bank accounts and deposits 1547 -4694 -2832 -1376 -844 -249 645 -376
Trade credits and advances -799 -64 321 86 175 104 77 48
Loans received (not overdue) 10256 12676 5806 3188 -2875 -1159 -2207 2518
Overdue payments 2672  -24045 5120 1976 2510 2437 1300 -2351
Other liabilities 881 511 -697 -244 -915 33 -177 -28
Adjustments -1484 -19 -50 7 -74 104 -107 -14
Net international reserves 2841 -1934 5305 2596 1050 969 -1611 1091
Errors and omissions -8379 -7602 -7914 -3655 168 -1549 -1959 -2904
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Table 11: Federal budget (IMF definition)*

1995
1996
1997
1998
1999

01.1998
02
03
04
05
06
07
08
09
10
11
12

01.1999
02
03
04
05
06
07
08
09
10
11
12

01.2000
02
03
04
05
06
07
08
09
10
11
12

* |MF definition of revenues and expenditure is used.

Total

(R bn)

201,0
2538
311,6
273,0
611,6

21,8
39,8
62,2
84,3
106,5
126,6
1476
165,3
1823
204,3
230,7
273,0

27,8

54,3

88,6
133,4
173,7
2255
280,8
334,3
383,7
443,6
512,7
611,6

Monthly data are cumulative.

Deficit and expenditure figures for 1999 have been revised.
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Revenues

of which: tax
revenues

(R bn)

175,3
218,7
262,1
236,0

15,8
31,2
49,9
68,8
87,9
105,3
123,7
139,2
154,6
173,9
197,8
236,0

24,6

48,6

80,1
119,3
152,9
195,2
2429
2858
326,0
375,6
433,1

Total
(R bn)

286,2
427,1
494,8
407,2
685,5

29,3

53,7

89,9
120,4
153,7
189,0
2213
2429
265,7
298,3
334,5
407,2

39,3

72,4
128,2
177,6
2321
290,9
347,3
400,9
450,6
504,6
571,8
685,5

Expenditures

of which: interest
payments

(R bn)

54,6
1245
117,8
106,8
162,6

51
12,0
28,5
37,8
51,6
62,0
753
82,4
85,1
87,6
96,6

106,8

10,6
18,1
30,8
41,5
61,0
80,3
99,4
109,4
117,5
124,2
138,9
162,6

Total
(R bn)

85,2
173,3
183,2
134,2

73,9

75
13,9
27,8
36,1
47,2
62,4
73,7
77,6
83,4
94,0

103,8
134,2

11,5
18,1
39,6
44,2
58,4
65,4
66,5
66,6
66,9
61,0
60,4
73,9

Deficit

% GDP
(%)

54
79
7,0
5,0
17

40
37
49
47
48
53
53
48
44

5,0

4,8

3,5

2,1

17
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Table 12: Consolidated regional and local budgets (IMF definition)*

1995
1996
1997
1998
1999

01.1998
02
03
04
05
06
07
08
09
10
11
12

01.1999
02
03
04
05
06
07
08
09
10
11
12

01.2000
02
03
04
05
06
07
08
09
10
11
12

* Privatisation receipts and net sales of state gold reserves are counted as deficit financing. Monthly data are cumulative.
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Total
(R bn)

238,4
321,2
410,4
395,5

18,6

357

67,0
101,3
131,6
163,9
192,0
218,9
247,1
278,7
319,0
395,5

25,7

51,8

93,6
143,4
193,8
2473
297,4
356,7
410,9
467,5
543,7

of which: tax
revenue

(R bn)

189,0
254,3
329,0
308,1

14,3
32,7
52,4
79,9
105,0
129,5
153,6
176,2
198,5
2233
254,5
308,1

18,3

38,6

71,3
1118
149,4
188,8
227,6
274,0
314,0
354,1
414,4

Total
(R bn)

247,0
342,8
446,9
407,1

19,9

43,6

71,9
106,7
138,3
176,2
205,8
233,6
261,4
290,9
330,8
407,1

22,7

49,3

91,5
138,7
185,0
240,0
288,5
345,5
400,6
454,0
528,0

of which: housing
subsidies

(R bn)

65,2
88,6
106,0
94,4

38

9,1
15,7
22,7
30,0
37,4
43,9
50,5
57,0
63,9
73,1
94,4

3,8

8,2
16,1
24,9
32,8
42,2
51,4
63,6
75,2
85,5
99,4

Deficit(+) or surplus(-)

Total
(R bn)

8,6
21,6
36,5
11,7

1,2
79
5,0
5,4
6,7
12,3
13,8
14,7
14,3
12,2
11,7
11,7

-3,0
-2,5
-2,1
-4,7
-8,8
-1,3
-8,9
-11,2
-10,4
-13,6
-15,7

% GDP
(%)

0,5
1,0
14
0,4

0,7
2,1
0,9
0,7
0,7
1,0
1,0
0,9

0,4
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Table 13: Monetary aggregates (end of period)

1995
1996
1997
1998
1999

01.1998
02
03
04
05
06
07
08
09
10
11
12

01.1999
02
03
04
05
06
07
08
09
10
11
12

01.2000
02
03
04
05
06
07
08
09
10
11
12

Source: CBR.

Monetary base

(R bn)

103,8
130,9
164,5
210,4
3243

151,4
152,8
152,9
161,6
163,2
163,2
161,3
161,7
175,2
187,2
191,3
210,4

202,5
205,2
205,9
2273
2414
257,4
262,3
261,8
259,6
269,0
267,1
3243

297,8

Net International Net Domestic Assets

Reserves (NIR)

($ bn)

7,7
1,7
4,0
-6,5
-3,0

0,9
0,5
2,4
1,4
0,0
1,5
-0,9
-6,8
-6,7
-5,6
-6,3
-6,5

-8,7
-8,8
-9,0
-8,2
-7,1
-73
-6,4
-6,4
-6,1
-5,0
-4,7
-3,0

(NDAY*

(Rbn)

68,1
123,0
1421
249,3
397,9

146,2
149,8
138,8
153,3
163,0
154,0
166,6
202,3
2153
221,0
229,5
249,3

412,2
416,8
423,9
4255
412,0
434,8
417,8
415,6
405,9
390,1
380,4
397,9

MO**

(Rbn)

80,8
103,8
130,4
187,8
266,5

116,7
120,4
119,1
128,6
129,9
129,8
129,3
133,4
154,2
166,4
167,3
187,8

178,0
180,8
174,1
195,2
205,3
216,4
218,2
216,2
212,8
222,0
219,3
266,5

M2***

(R bn)

220,8
288,3
374,1
448,3

361,2
362,9
360,4
368,0
370,0
368,6
360,0
343,6
365,8
377,6
396,9
448,3

4442
463,9
473,8
509,6
5424
567,7
583,2
590,8
597,4
625,1
646,6

* Net Domestic Assets (NDA), of the monetary authorities equals monetary base minus net international reserves.
NDA is calculated using the exchange rates of R24.18 for 1999, R6.0 for 1998, R5,560 for 1997, R4,640 for 1996, R3,550 for 1995.
In 1999 there were some changes in methdology fo NDA and NIR data.

** MO is currency in circulation.
*** M2 includes currency in circulation, demand deposits, and time deposits (there is a break in the series from December1996,
from then it includes only deposits at banks with active licences).

RUSSIAN ECONOMIC TRENDS, February 2000

Oustanding stock of
GKOs and OFZs,
nominal

(R bn)

73,7
237,1
384,9
n.a.

na.

390,9
402,3
415,7
429,4
435,3
436,0
394,3
387,1
n.a.
n.a.
n.a.
n.a.

n.a.
n.a.
n.a.
n.a.
n.a.
n.a.
n.a.
n.a.
n.a.
n.a.
n.a.
n.a.
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Table 14: Assets and liabilities of the commercial banks including Sberbank (end of period)*

Total assets Claims on the Claims on the Bank savings by ~ Foreign currency  Foreign liabilities
general government private sector Russian citizens deposits
(rouble household
deposits)

(R bn) (R bn) (R bn) (R bn) (R bn) (R bn)
1995 342,3 62,6 133,8 70,6 55,3 30,0
1996 497,7 150,7 157,3 118,4 69,4 58,9
1997 622,7 191,5 225,9 148,2 80,5 104,2
1998 933,1 259,4 346,0 149,5 190,9 203,1
1999 211,0
01.1998 591,8 191,1 230,7 153,3 68,6 102,7
02 605,1 202,5 236,1 157,8 73,2 101,9
03 618,0 210,6 239,2 162,2 75,9 103,6
04 624,0 2151 