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Russia

When the Russian Central Bank lifted the 
key rate by 25 basis points to 7.5% mid-
September, it took the market by surprise. 
There had not been any rate hike since De-
cember 2014, when the rouble plunged in 
the wake of a collapse in oil prices. In any 
case, it helped stabilize the currency and 
demonstrated the Central Bank’s strength.

It is worth mentioning that the Central Bank 
in Russia is one of the driving forces behind 
modernizing and opening the local financial 
market. This was also the case in the first 
Blockchain mortgage transaction, reports 
Evgenia Klimova, Head of GSS Russia. 
Raiffeisen Bank Russia can be proud to have 
been part of that pioneering transaction!

Nikita Patrakhin, Board Member of Raiffeisen 
Bank Russia and a true market veteran,  
emphasizes the soundness of the Russian 
banking sector in an interview for this pub-
lication. In their role as backbones for  
global trade, the banks are shouldering 
much responsibility in complying with the 
repeated international sanctions.

One of the beauties of Russia is its diversity 
of ethnicities living across its sheer endless 
territory. The country’s name keeps in me-
mory its ancient forefathers called the Rus, 
as we learn from Anna Zubanova’s history 
piece.      
  
Kind regards,
Attila Szalay-Berzeviczy 
Executive Director
Head of Group Securities Services

Courageous steps 
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AT A GLANCE

Looking at the current state of the economy 
(the economic growth in 2018 has reached 
its potential of 1.5-2% yoy) analysts have 
diagnosed a decrease in the interconnection 
between economic growth and oil prices. 

Manufacture shows slight recovery espe-
cially in machinery and metallurgy; how-
ever, the confidence index has not yet 
reached pre-crisis level. Growth of the 
households’ expenditures lags behind real 
income dynamics: people still prefer to de-
crease consumption and, in addition, loan 
interest payment.

Upon the presidential election in May, 
Vladimir Putin announced a list of national 
goals to be achieved by the end of the term 
of presidency in 2024. The implementation 
of so-called “May decrees”, will require an 
additional USD 130 bn in budget spen-
dings.

The list of goals includes economic deve-
lopment, a decrease of the dependency 
on oil and gas, longer life expectancy and 
population growth, housing and mortga-
ge rate decrease, endowment protection 
and more. As a part of the May decrees 
some of the large-scale reforms have been 
launched, with the pension reform being 
the most sensitive one. The pension reform 
provides the gradual raise of the retirement 
age for men to 65 and for women to 60 
by 2036. In addition, a VAT increase from 
18% to 20% is to be implemented in 2019. 
Most of the analysts estimate though that 
positive effects of these large-scale reforms 
will become visible only in few years’ time. 

The current framework of modest economic 
growth, low inflation and high oil prices 
could produce favorable investment op-
portunities; however, the financial market 
is driven by the news flow on intensified 
sanctions and by the fear of further harsh 
sanctions. Such worries caused a massive 
sell-off of government securities. According 
to the Central Bank from April to July the 
share of non-residents in OFZ decreased 
from a record high of 34.5% to 28%, 
and further to 26-27% in September. That  
means that the volume of foreign invest-
ments in this important segment of the 
capital market is still relatively high, lea-
ving room for a potential further negative 
correction. Central Bank and Government 
are emphasizing that their determination to 
come up with measures to support the mar-
ket in an extreme stress scenario. 

Improving the market environment
Putting aside the complicated geopolitical 
situation, the market keeps its direction to-
wards creating more favorable conditions 
for foreign and local investors. In August, 
the State Duma approved a long-awaited 
law on direct access for foreign custodians 
to the Russian CSD. 

The Central Bank is also actively implemen-
ting new technologies. Several big projects 
were announced recently such as a market-
place for bond trading to be created by the 
Central Bank to attract local investors and 
local issuers. And the FinTech Association, 
which unites major local banks and com-
panies, works on the implementation of 
new technologies in different areas – trade  
finance, deposits and the securities market.   
 

Evgenia Klimova
Head of GSS Russia

 

RUSSIA
Ambitious goals  
in a challenging  
environment
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TALKING POINT

Mr. Patrakhin, could you please lay out 
the current state of the Russian capital 
market?   
Without any dispute the Russian capital 
markets – as well as entire financial sector 
in Russia – is passing through challenging 
times caused by the geopolitical situation. 
The recent wave of intensive discussions 
about potential sanctions put the capital 
market into real turbulence in August. Inter-
national investors’ fears triggered a sell-off 
on the government debt market. Both the 
latest CBR reports and our own observa-
tions show that the share of non-residents in 
OFZ retreated to close to 25% (down from 
approx. 35% two months ago), pushing 
yield levels up. 

Despite its current vulnerability, the Moscow 
Stock Exchange still shows a significant in-
crease in trading volumes (up to 24% on 
equities market).

After all, oil prices and fundamentally sta-
ble macroeconomic conditions continue to 
attract foreign investors. Moreover, local 
investors have started to play more active 
role in the capital market. 

Who are the main investors? And how big 
is the share of the retail segment? 
If we look at GSS Russia’s client portfolio, 
we can divide the investors into three main 
types. Large and midsize financial institu-
tions represent a significant majority, while 
corporates and private individuals share 
rest of the portfolio mostly 50:50. Both 

corporate and retail are considering the 
capital markets as an alternative to bank 
deposits. But lately, we have noticed that 
the interest from the corporate side is even 
growing. 

With pleasure we observe that the corpo-
rate treasurers are turning into more edu-
cated market participants. They have star-
ted using the Repo market as an efficient 
instrument for placing short-term liquidity 
through a central counterparty. 
 
Role of the state as shareholder 
Looking at the statistics, more than 40% of 
all corporate revenues in Russia can be at-
tributed to state-owned companies. But if 
we single out the most important sectors of 
the Russian economy, e.g. oil & gas, ener-
gy, transportation, the share of business 
controlled by the government even reaches 
70%.  This high percentage limits the in-
vestment activity and, as a result, hampers 
economic growth. 

The good news is that officials at the Minis-
try for Economic Development, the Minis-
try of Finance and others understand the 
problem and try to improve the situation. 
For instance, the Ministry of Economic 
Development proposed to prohibit the es-
tablishment of state-owned companies on 
competitive market segments or to ban 
public investment in companies active on 
such competitive markets. There are many 
ideas under discussion, however, such ef-
forts require a systematic approach and 
more speed in their implementation.

 
To which extent are the economic  
sanctions imposed on Russia affecting  
the banking sector?
On the one hand, the Russian Central Bank 
is quite active and smart in its management 
of the domestic banking system so that the 
influence on our sector is quite limited. Of 
course, we are experiencing market vola-
tility every time new sanctions are under 
discussion, but overall the financial system 
looks quite stable and healthy. 

On the other hand, sanctions generate ad-
ditional burdens, considering that banks 
should be especially careful their activities 
when it comes to observing all the respecti-
ve requirements.  

Growing domestic demand
Nikita Patrakhin, Board Member of Moscow-based Raiffeisenbank with responsibility for the Corporate and Investment 
Banking area, explains the reasons behind the strength of the Russian financial system for GSS Press.  
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MARKET ROUNDUP

Spotlight news

RO: Secondary MIFID legislation 
A new Financial Supervisory Autho-
rity Regulation covers the protection 
of financial instruments and funds 
owned by clients, obligations of 
product governance and rules ap-
plicable to the granting or receipt 
of fees, commissions or other types 
of benefits. It sets forth the following 
requirements:
• Safeguarding: investment firms 

must keep records and accounts 
enabling accuracy and at any 
time to distinguish between their 
own assets and client’s assets; 
they must conduct daily reconcili-
ations between their own records 
and those of any third parties; the 
implementation of adequate orga-
nizational mechanisms should be 
introduced in order to minimize 
the risk of the loss of client assets 
by appointing a single officer re-
sponsible for safeguarding of cli-
ent assets.

• Depositing: investment firms must 
comply with special conditions 
when depositing financial instru-
ments held on behalf of clients 
with a third party in a third coun-
try that does not regulate the sa-
fekeeping of financial instruments.

• Using clients’ financial instru-
ments: investment firms must take 
appropriate measures to prevent 
the unauthorized use of client fi-
nancial instruments for their own 
account or the account of any 
other client.

• Inducements: investment firms de-
ciding to pay or receive such fees 
must fulfil at least the conditions 
set under the principle of enhan-
cing the quality of the relevant 
service to the client.

ROMANIAAndrei Mezdrea, Head of GSS Romania

Liberalization of OTC transactions 

Following the Financial Supervisory Authority (FSA) approval 
of the liberalization of the OTC transactions with Romanian 
equities, Depozitarul Central (DC) has published the amended 
Rulebook and working procedures describing the technical spe-
cifications for the settlement of OTC transactions with equities.

So far, OTC transactions with domestic shares, rights and fund 
units were permitted only as turnarounds of transactions conclu-

ded at BSE; plain OTC settlements were allowed for external instruments and for domestic 
bonds.

At a DC workshop regarding the liberalization of OTC settlements held in late August, se-
veral open questions regarding the operational side of the rules update were addressed. 
The following changes of the CSD Rulebook were approved by the Financial Supervisory 
Authority and entered into force as of 3 September:

• The limitation (imposed by art. 11 para (1), Title III) of OTC transactions with equities 
or similar instruments for which DC acts as issuer CSD to turnaround of transactions 
concluded at the Bucharest Stock Exchange has been eliminated;

• All OTC transactions, including the OTC turnarounds, shall be settled in DC’s systems. 
All plain OTC transactions shall be reflected into DCs systems and confirmed by the 
executing participant(s);

• The obligation of the CSD participants to report the OTC turnaround transactions is 
maintained (art. 12, Title III) but in a simplified manner; the report has to be submitted 
by the party settling the on-exchange leg; if not reported as such, turnaround transac-
tions will be treated and charged as plain OTCs;

• Plain OTC transactions shall no longer be reported, however, OTC transactions 
concluded as risk management measures shall be reported to the CSD, also in a 
simplified manner. 

The fees applicable for OTC transactions will remain unchanged; thus, the costs of a plain 
OTC will exceed the costs (trade execution and settlement) of an on-exchange transaction:

• gross settlement (except for financial instruments for which a different level of fees is 
not expressly specified): 0.0950% of the transaction value, min RON 100 / transac-
tion

• gross settlement - domestic bonds: 0.0950%, max RON 125 / transaction;
• matching DvP/RvP: 0.0800% from the value of the transaction; does not apply to do-

mestic bonds, financial instruments listed on international markets and to turnaround 
transactions.

• gross settlement - turnaround transactions: EUR 9.5 / transaction. 

According to Financial Supervisory Authority representatives, who were present at the 
workshop, the parties executing such transactions shall observe the reporting obligations 
imposed by MIFID / MIFIR II and RTS issued for the application of the directive. 
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MARKET ROUNDUP

Draft act on employees’ capital plans 

The Polish government has recently concluded work on the 
draft Law on new employees’ capital plans (PPK). The project 
is part of the Plan for Responsible Development, also known 
as the “Morawiecki plan” setting out a roadmap for the Polish 
economy, authored by Mateusz Morawiecki, the current Prime 
Minister, back in the days when he was Minister of Economic 
Development and Finance. 

The PPK program is focused on building savings across the 
workforce. It is a system of collecting retirement savings in which employers, employees 
and the government participate. While it is a voluntary scheme, employees will be au-
tomatically enrolled and will have to opt out of it in order not to take part. 

According to the current wording of the draft, employees will pay in from 2% to 4% (or 
0.5% for minimum salaries) of their gross salaries while employers’ contribution will be 
between 1.5% and 4%. The government will add to each employee’s savings a lump 
sum of PLN 25O at the beginning of the scheme and further PLN 240 for each year of 
participation. The funds will be held in private savings accounts and managed by either 
investment fund companies that have been authorized by the Polish regulator, the Polish 
Social Insurance Institution or pension fund companies.

The funds will become available to future pensioners at the age of 60. Employees will 
also have a possibility to withdraw the funds before they reach 60, however, the govern-
ment contribution will have to be returned in that case.

The draft act will now be processed by Sejm, the lower chamber of the parliament. If 
passed by the parliament this year, it will come into effect next year. Large companies, 
with 250 employees and over, will be the first ones to take part in the scheme from the 
second half of 2019, followed by medium-sized companies (50-249 employees) in July 
2020, and small companies from the beginning of 2021.

Our view
Just like with the pension schemes, PPK is supposed to be a workplace-related collective form 
of accumulating savings, but it is to be more significant (due to its close-to-obligatory nature). 
The market has reacted very positively to the news as it is hoped that the managed funds will 
stimulate the Polish capital market.  

Anna Lewczuk Sales & Relationship Manager, GSS Poland POLAND

Our view
Plain OTCs at DC will not shrink BSE’s liquidity or affect the price relevance, as such transac-
tions (mainly due to cost considerations) will be executed for special purposes, e.g. for closing 
through delivery of certain derivatives having local instruments as underlying, Repos, risk 
management transactions, etc.

Spotlight news

HU: Reforming Corporate Actions
The Hungarian Central Depository 
(KELER), Budapest Stock Exchange 
(BSE) and the Central Bank of Hun-
gary issued a proposal on the Re-
form of Corporate Actions handling 
on the Hungarian capital market. 

The proposal consists of the  
following points:
1.  Issuer-depository cooperation  

- golden source of corporate 
actions 
- issuance of securities 
- cancellation of securities

2.  More efficient tax assessment 
and data provision 
- modernization of the nominee 
concept 
- optimization of data provision 
requirements

3.  Quick and uniform processing of 
income payments  
- handling of payments from 
private limited companies  
- uniform handling of paying 
agent roles in case of each type 
of securities

4.  Shareholders rights’ protection  
- market claim handling 
- transformation

5.  Tax reclaim process flow  
- quick refund 
- standard reclaim 

KELER shared the feedback received 
from investment providers, associa-
tions and stock exchange working 
groups and announced to come up 
with a slightly amended and exten-
ded version of the material. Once 
this is accepted by the market par-
ticipants, the stakeholders will start 
their work with the legislative bo-
dies. 
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BEHIND THE SCENES

Raiffeisenbank Russia recorded the first 
transaction with a new type of security in 
Russia, the electronic mortgage certificate. 
It took place within the framework of a 
newly developed system built on Block-
chain technology.

The Decentralized Depository System 
(DDS) is a result of the cooperation bet-
ween  the Central Bank of Russia, the 
Federal Service for State Registration 
(Rosreestr), the Ministry of Economic De-
velopment, a number of other government 
bodies and the biggest Russian banks. It 
was initiated and developed by the Fin-
Tech Association, a platform that com-
bines large Russian banks (including Raiff-
eisen Bank Russia) and companies.  

The issuance of electronic mortgage cer-
tificates is designed to replace current 
paper certificates, whose circulation is 
inefficient and extremely time consuming. 
The process sets off as soon as the mort-

Blockchain mortgage pioneers
gage deal is being executed: the mortga-
ge bank prepares an electronic file of the 
certificate, which is signed by all parties 
and then sent to Rosreestr for registrati-
on. After having executed all obligatory 
checks, Rosreestr releases the certificate to 
the custodians' node. 

DDS as a custody system
The DDS is built as a chain of custodians’ 
nodes with different roles. Some custodi-
ans are entitled to receive and safekeep 
a full version of the certificate file (contai-
ning all documents attached to the mor-
tgage deal), others can only see some 
basic details. DDS creates a token of the 
certificate and credits the security to the 
designated custody accounts. 

DDS, for its part, is designed as a cust-
ody system fulfilling all the requirements 
to such systems from the regulator point 
of view. Moreover, it is a communication 
channel between the custodians, so that 

Mortgage Certificate Issue 

Mortgage Certificate draft 
and mortgage documents Documents check 

Mortgage Bank 

Mortgage record creation 

Confirmation of the 
Mortgage  

Confirmation of custody 
record 

1-2 days  

0-1 days 

Rosreestr Custodian  Custodian 

1 

Credit of Mortgage 
Certificate to custody 
account 

Credit of Mortgage 
Certificate to custody 
account 

Final Mortgage e 
Certificate issue 

0-1 days 

Mortgage Certificate  

Pre-check of the custody 
account presence in the 
system 

DDS node 

further transactions with the mortgage 
certificates (such as portfolio move for the 
securitization) can be executed within the 
DDS. The project provides that the Bank 
of Russia becomes a member of the DDS 
as a supervisory authority in order to con-
trol and collect reporting directly from the 
system.

Integrity and safety
The usage of the blockchain technology 
allows maximum integrity and safety of 
the custodian records. Eventually, the whole 
process from issuance via safekeeping to 
circulation will become fully STP, which 
will result in reduced risks associated with 
the custody activity and create new favo-
rable conditions on the mortgage market.

Evgenia Klimova
Head of GSS Russia
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HISTORY

There are several theories about the 
origin of the word "Rus" and "Russians" 
and we would like to present you a few 
of them.  

The name Russia has not been mentioned 
in any written source until the 9th centu-
ry AD and was firstly used by Byzantine 
emperor as Rosia (Ῥωσία), whose inha-
bitants were called Rus or Ros. In wes-
tern sources the region and the people 
were named as Ruscia (other versions  
Rucia, Ruzzia, Ruzsia or Ruthenia).
 
Ancient Scandinavian roots?
Mostly supported by the historians, the 
Norman theory says that the Rus were  
a Viking or Norman tribe. In the Tale of 
Bygone Years (12th century) it seems that 
Slavic tribes appealed to the Varangians 
(Vikings) including to the Rus.

Rurik, an almost mythological figure, 
played an important role in the process 
of nation building. He was called by the 
Novgorodia princedom in the wake of a 
leadership crisis in the 9th century to rule 
it. Rurik arrived at Novgorod together 
with his tribe called Rus or Ross. There 
are a lot of theories about Rurik’s origins, 
but the most popular and agreed upon is 
that he was a Scandinavian chief. Rurik's  

Myths and facts around Russia’s 
country name

dynasty was in power until the 16th century 
and finished only after the death of Tsar 
Ivan the Terrible.

Linguists found other links that point to 
Scandinavia. Various ancient languages 
used the name Ruotsi or Roots or Rotsi, 
which is how Finnish tribes used to call 
the Varangians. On the other hand, Rus, 
in some Slavic tribes, was the term for the 
warriors' class.

Another historic version says that Rus  
originates from a river’s name (Ros, Rus-
na, Rossava) or from Slavic vocabulary 
related to water. Other theories connect 
the name to Rosolani or Roxolani, Sarma-
tian tribes, which inhabited the territory of  
current Southern Ukraine and Moldova.

Initially the official name of the proto-Russian 
state was Rus or Rous. Subsequently, the 
Greek word Rosia started to appear in the 
official documents. The first Cyrillic-written 
proof of Rosia dates from 1387.

The Russian Empire was introduced by 
Peter the Great in 1721, after which the 
country began to be called in the old Rus-
sian manner Rosseya. Eventually, it was 
switched to the familiar version Rossiya or 
Russia.

During the Soviet period the country was 
renamed into Russian Republic in 1917 
and after the end of October Revolution it 
changed to The Russian Soviet Federated 
Socialist Republic. Today’s country name 
Russian Federation was officially introdu-
ced in December 1991.

Anna Zubanova
Head of Sales and Relationship Management 

GSS Russia
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Where did you start your professional 
career?
It was a Saint-Petersburg based investment 
company named the Baltic Financial Agen-
cy (BFA), where I earned my spurs. I star-
ted at the archive and only two months la-
ter I was already responsible for custody 
and the fund administration business. Three 
years at BFA gave me a profound under-
standing of the retail securities services 
business.

In 2008 I joined SEB as a corporate ac-
tions specialist, when it was setting up a 
custody business from scratch. Soon I was 
appointed Head of custody and stayed for 
8 amazing years. It was not an easy decis-
ion to continue my career outside SEB and 
join GSS at Raiffeisenbank Russia.

What do you like about your job? And 
what do you find challenging?
I appreciate what I do and treat my job as 
the most interesting hobby I have! GSS Rus-
sia gives me the opportunity to grow my 
personal skills and to improve not only 
knowledge and expertise on the Russian 
securities market but also on international 
markets’ practices.

HAVE YOU MET

I think that nothing is difficult as long as 
you understand what you are doing. From 
time to time you have to tackle challenges, 
which, on the other hand, will turn out use-
ful in your professional expertise growth. 
One example is the balancing act between 
local and international legislation require-
ments in order to find the best solution for 
all parties involved.

How do you spend your spare time?
My favorite way to spend my leisure time is 
to practice Ashtanga Vinyasa yoga, which 
teaches me to concentrate on the moment 
and to learn how to keep balance of body 
and mind. As a result of each practice I 
feel refreshed and ready for new goals 
and achievements. 

Otherwise, I am a big fan of walking 
through the capital city, to cast a glance on 
the buildings and on street art. This way I 
discover new places for hanging out with 
friends, who visit me from Saint-Petersburg 
quite often.

Which challenges ahead do you see for 
Group Security Services?
For me, the biggest challenge – which inde-
ed should be treated as an opportunity – is 

Growing the expertise

Fintech progress that cannot be avoided 
nowadays. It offers a vast spectrum of ways 
to use the progress in technology for both 
internal and external exchange of communi-
cation. Such challenges work in a classic 
way:  first you need to spend time on them 
but ultimately you can benefit from the miti-
gated risk and the efficient set-up, which will 
boost profits and attract more clients.

What is your favorite place in your city?
Originally  from Saint-Petersburg, I have 
lived in Moscow for over 2 years now and 
I would say that both of them are “my  
cities”.  

As for Saint-Petersburg, I have kept my 
passion for the Yelagin Island, where I 
can go cycling or enjoy a stroll with my 
friends.

And in Moscow, I really enjoy exploring
the historic center, which has so much to 
offer.

Anna Zubanova, Head of Sales and Relationship Management GSS Russia, gives an insight into her profession 
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PHOTO OF THE MONTH 
by Attila Szalay-Berzeviczy
 

Citizens of Moscow gathering in the FIFA Fan Zone during the World Cup to watch the round of 16 match played by the Spanish  
and the Russian national teams.
1 July 2018 Moscow / Russia
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