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To Russia with our link
The Russian stock market is known to have
surprises in store. The latest one came
with the blue chips’ generous dividend
payments. Many long-term observers of
this exciting marketplace probably have
first-hand experience of the full range between out-of-this-world returns and sleepless
nights.

Given Russia is one of the focus markets
of Raiffeisen Bank International, we at GSS
are proud to have opened the first direct
link to the Moscow-based National Securities Depositary. This fast lane, offered
exclusively by the RBI Operations Center,
adds an absolutely new feature to the Russian securities market.

Sergey Monin, CEO of Raiffeisenbank in
Russia, points out to GSS Press that it is the
ability to adjust to changing situations that
decides over the fate of a Russian enterprise. At the moment, the Russian deal
pipeline is impressive: in 2019 there have
already been 26 equity capital market
transactions and 81 debt deals.

Our track record lead straight to another
big achievement: RBI GSS to was appointed as an advisor in developing the capital
market of Azerbaijan. The broad media
coverage of our signing of an MOU with
the Financial Markets Supervisory Authority in Baku gave us even more impetus to
accomplish this task.
Kind regards,
Attila Szalay-Berzeviczy
Executive Director
Head of Group Securities Services
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AT A GLANCE

RUSSIA
Economy at the crossroads:
Searching for safe growth drivers
Based on a decelerated inflation development another cut in the key interest rate
appears more likely. Meanwhile, the
Russian equity market is breaking one record after the other.
The start into 2019 for the Russian economy was quite modest (in Q1 the growth
was only 0.5% yoy vs 2.7% yoy in Q4
2018). Poor industrial production, a deterioration in construction and consumption
due to a VAT increase and the recent pension reform as well as a high base effect of
Q4 2018 are the reasons behind, according to economists. The expected economic growth rate for the whole year is within
a range of 1.2% and 1.7%, depending on
the scenario.
Still, the Central Bank’s view on the overall
picture is quite neutral. Moreover, curbing
inflation (the major goal of the monetary
policy) is working even better than initially
expected by the regulator. The Central
Bank has adjusted its inflation forecast for
2019 downwards to 4.2 to 4.7%. Lower
inflation risks permitted to start monetary
easing – the key rate was cut by 25bp to
7.5% on 14 June. Economists agree that in
case the regulator’s scenario proves right,
the Central Bank can make another cut
already in the third quarter.
Improvement coming into sight
In general, the outlook for the second half
of 2019 is more positive. The initialization of a list of national projects announced
by President Vladimir Putin in 2018 could
provide some support to the economy in
Q4 2019.
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Despite a moderate macroeconomic
background, the stock market continues
to break records in 2019. MOEX first hit
historical record in April 2019, and it was
beaten several times by the end of June.
The market mostly ignored the geopolitical
situation and soared based on the oil prices and the general interest of the investors
in emerging markets. The most successful
segments in terms of price growth were utilities, banking and retail industries.
Record dividends
Another important driver for the securities
market in 2019 was a record high in dividends, announced unexpectedly by the
biggest Russian companies. The payouts
were 1.5 to 2 times above the levels of the
past. The total amount of dividends payment by the Russian companies in 2019
exceeds RUB 2 trln.
Such a strong securities market growth is
supported not only by the traditional oil
price factor but also by an active inflow of
funds from local investors. Based on market
estimation, retail investments reached EUR
28 bn by the end of 2018. Such an activity
can be explained by low deposit rates, tax
stimulation measures as well as the digitalization of the financial industry. Already
70% of the retail accounts are being opened through online remote channels.

Another important segment of the local
investment base – domestic institutional investors – is more or less missing. A
long-lasting pension reform and constant
amendments to the private pension system
architecture do not help attracting long investments to the securities market. Another
level of the reform and a different type of
private pension system are still under vehement discussion within the government;
however, the law is expected to come into
force in 2020.
Foreign investments into the Russian market
have shown ups and downs during 2018
and the start of 2019. The potential is still
limited by geopolitics, a continued weak
growth of the economy compared to other
emerging markets and general problems of
the global economy.
A premiere on the securities market
As a contribution to the inflow of foreign
investments to the Russian securities market
Raiffeisen Bank International became the
first foreign bank to open a direct account
with the Russian CSD (National Securities
Depository). This direct link to the Russian
market creates another favorable option
for investors to gain market access.
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AT A GLANCE

A new private pension system
The Ministry of Finance and the Central Bank of Russia are
elaborating a new private pension system called Individual
Pension Capital (IPC) that will replace the current accumulated
pension plan in 2020.
The key idea of the reform is a life-time non-state pension to
be received 30 years after the first payment or after retirement. Moreover, the project suggests the opportunity of early
repayment of accumulated funds in case of an illness and the
guaranty of the national Deposit Insurance Agency.
Currently it is supposed that the IPC will be calculated as the
accrued capital multiplied by the coefficient of the expected
period of payment that a non-state pension fund (NSPF) estimates with the involvement of an actuary. The life-time pension
is assumed by default and will be adjusted according to the
inflation level. Participants in the IPC system also will have the
opportunity to fund their accounts at the time of admission to
pension in order to increase the future payments. If the accumulated funds of the pension award was not enough for the
life-time period, the participant would be granted a one-time
payment. In addition, participants will also have the right to
choose the one-time payment within a period of 10 years before the admission to pension or in case of expensive medical
treatment necessity.

The IPC plan also assumes the change of non-state pension
funds and the guaranty of the Deposit Insurance Agency in
case of bankruptcy, reorganization or revocation of licence.
Currently the participation in the IPC system is supposed to be
voluntary and the standard rate of contributions is yet to be
determined.
It is important to mention that in 2019 the Russian pension
system was already significantly amended. Now, the main
change is the gradual increase of the retirement age: from 60
to 65 years for men and from 55 to 60 years for women. The
transition period is scheduled to be fully completed by 2028
and 2034 respectively. Those who would have been able to
retire in the next two years will be allowed to apply for pension
benefits six months before reaching the new retirement age.
Previously, during the reform of 2002, the government of Russia divided the pension into two parts – social and cumulative.
The social part is obligatory, and the cumulative part is awarded only to men born in or after 1953 and women born in
or after 1957. The calculation was that 16% of contributions
would form the social part in the governmental Pension Fund
of Russia and 6% would fund the cumulative one in non-state
pension funds. However, in 2014 the Government put on hold
the system of cumulative pensions till its “unfreezing” in 2021.
Thus, the new IPC is designed to replace the previous accumulated system.

Evgenia Klimova
Head of GSS Russia
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TALKING POINT

Contributing to clients’ quality of life
On request of GSS Press, Sergey Monin, CEO of Moscow-based Raiffeisenbank, elaborates on the Russian economy’s need
to constantly adapt to new challenges and about the blessings of digitalization.

Mr. Monin, what is your vision on the
development of the Russian economy and
how do you adjust to the turbulences of
the past years?
When we assess the situation on the Russian market trying to project our own development, we look at the economy as a
rather stable system overall, yet we tend
to overlook particular factors. The situation can unfold unpredictably for the Russian economy, and there are many factors
in play. On the one hand, we see growth,
on the other an unstable political situation
linked with further development of Western sanctions. All this forces companies
in Russia to adopt to this constant stage of
uncertainty. Our response to this tricky situation is building a company that can grow
and develop amidst this uncertainty, maintaining high profitability and low risk. The
ability to develop in this kind of situation
is a big challenge for Russian businesses.
Those who can, will come out truly successful; those who cannot will lose.
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What are the main risks that the Russian
banking sector is facing today?
It is obvious that the banking system as a
whole is accumulating risk associated with
a growth of lending. Yet, I doubt that risks
are piling up on their own; external circumstances can be a catalyst, i.e. economic downturn, tightening of the sanctions
regime, trade wars. Lending is growing at
a pace that, in absolute terms, is ahead
of the inflow of deposits into the banking
system. This trend was formed in 2018. In
2019, retail lending will grow, however,
not because people confidently look into
the future, but because they face a real
drop in income and take loans to maintain
purchasing power.
Raiffeisenbank adheres to a conservative
approach towards credit risks. We have
one of the lowest rates of overdue loans in
the market for the entire loan portfolio. In
support of this cautious approach, we are
constantly running stress tests simulating all
our potential risks.

The Central Bank decreased the key rate
for the first time since March 2018. What
will be the impact on the economy and
specifically on the banking sector?
This recent cut is neutral for the banking
sector as it was offset by tightening the
regulation for systemic banks to meet LCR
(CBR excluded deposits from HQLA and increased the cost of irrevocable credit lines).
Meanwhile, market participants regard the
CBR rate cut in June as a start of a long-term
easing cycle in line with lowering RU CPI.
So, yields on assets and cost of funding are
poised to be lower, negatively affecting
NIM as demand for loans is constrained
by weak economy conditions which we do
not expect to improve. A large part of the
ruble-denominated corporate loans growth
seen last year is attributable to non-cash
conversion of FX loans (via renegotiation) ,
so this strong growth is temporary. In terms
of the real economy, the key rate cut did
not have any effect.
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The prices on the Moscow Stock Exchange
have visibly recovered during the first
half year, with the MOEX index surging
to pre-sanctions levels. What is your
explanation?
The main reason, we believe, is the significant improvement of cash returns for minority shareholders due to more favorable
and transparent dividend policies, which
are also based on the ongoing growth
of financial results. Thus, Gazprom announced a revision of its dividend policy
with doubling the dividends – the stock
skyrocketed by 50% ytd. Sberbank also significantly increased its dividend payments
(+33% yoy) and the market reacted by a
30% hike ytd. Sberbank, as well as Yandex, also rebounded on relief of risks of
additional sanctions from US. Overall, the
Russian indexes should improve further as
many Russian stocks are still traded with
substantial discounts to international peers.
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Digitalization is becoming more and more
of a trend in the Russian banking sector.
What is your position?
The key role of digitalization is to ensure
that the clients do not notice the bank in their
life, enabling it to perform all the necessary
operations without having to think about it.
This understanding is at the heart of our retail strategy, and we believe that projects as
the Fast Payment System, remote identification or digital profile, blockchain technology
contribute to the improvement of customer
experience. In addition to that, the projects
have a positive effect on the development of
competition in the sector.
The central bank is actively involved in the
process of the overall digital transformation
of the industry. This is not to say that this
is typical of Russia; nevertheless, the participation of the regulator helps us grow.
In 2016, the central bank established the
FinTech Association, in which Raiffeisenbank actively participates through many
pilot projects.

The St. Petersburg Economic Forum in
June is the most important annual Russian
business gathering. What were your key
take-aways?
At the Forum, I was taking an active part
in discussing the possible development of
the Russian banks as ecosystems. This is
something we reflect on a lot and it was
very refreshing to hear some new ideas
and standpoints.
We see customer needs not in switching
to lifestyle services, but rather in so-called
extended banking, when it is objectively
more convenient for customers to receive
related services on a platform provided
by their bank. Thus, we are not fanatics of
core banking, but we are not building an
ecosystem just for the sake of it.
Today customer centricity means transparency of banking service. We are keen to
offer a complete range of financial services for our customers so they need not not
waste time on paying attention to different
financial issues, but can do what they want
instead. We are ready to provide assistance in achieving balance in their lives
and technology allow us to do this. Five years ago, the banks were entirely different.
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RBI OPERATIONS CENTER

Gateway to Baku
Azerbaijan’s Financial Markets Supervisory
Authority and RBI have agreed to co-operate on improving the market infrastructure.
On the occasion of the "Improvement of
Azerbaijan Capital Market Infrastructure"
gathering held at the Baku Boulevard
Hotel, the Financial Markets Supervisory
Authority of Azerbaijan (FIMSA) and RBI
inked a memorandum of understanding. It
is directed at the improvement of the capital market, particularly in the field of depository including clearing and settlement
of transactions.
The document was signed by Ibrahim
Alishov, acting chair of FIMSA’s Executive Board, and Attila Szalay-Berzeviczy,
Head of RBI’s Group Securities Services. In order to attract foreign investors
to Azerbaijan, FIMSA and RBI intend to
entertain nominal custody accounts to be
mutually established by the National Depository Center (NDC, owned by FIMSA)
and RBI.
Once installed, this link will enable foreign
investors to remotely access the market via
RBI’s nominal custodial accounts with the
NDC and advanced clearing settlement
systems. As a result, foreign investment
activity is expected to gain momentum,
which can potentially reduce Azerbaijan’s
dependence on oil and improve the balance of payments.
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Huge media coverage
Despite the 101st anniversary celebrations
of the Republic of Azerbaijan and the
UEFA Europe League’s finals, which took
place at the same time, the media dedicated significant attention to this news. Representatives of all TV channels, newspa-

pers and online media were present
at the signing. AzTv even invited Attila
Szalay-Berzeviczy to the prime-time news
program for a live interview dedicated to
the financial industry.
Ahmad AHMADOV
Institutional Clients Group Sales & Steering
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Straight to Moscow
(with no stopover)
RBI GSS opens direct access to the
Russian NSD, a revolutionary development
on the Russian securities market.
Great news for users of the Russian
capital markets: RBI GSS managed to
establish a direct access through its GSS
Operations Center in Vienna.
RBI GSS is proud to be the first to offer
this revolutionary service on the important and sizable Russian market. As with
all other markets covered by the GSS
Operations Center, it will be sufficient
for clients to have one account at RBI in
Vienna to be able to directly settle transactions in various financial instruments directly. For this reason, RBI has established STP
Swift communication and opened a foreign
nominee securities account with the Russian National Settlement Depository (NSD).

Eddie Astanin, Chairman of the Executive Board, National Settlement Depository,
Attila Szalay-Berzeviczy, Head of Group Securities Services

Installing this new direct connection to
Moscow, which will be operating as of
the fourth quarter of this year, was only
possible after changes to the – formerly
strict – domestic securities market legislation. RBI will be the first foreign bank (nonICSD) participant of the NSD, much to the
benefit of its clients all over the world. This
way, RBI will contribute to the inflow of
capital to the Russian securities market.
Evgenia Klimova
Head of GSS Russia
GSS Press | June/July 2019
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NETWORK FORUM

Hot topics
Each year, the Network Forum Annual Meeting delivers the stage for discussions about
issues that will keep the post-trading environment busy over the next few years. This
time, in Athens, it was technology and the
risks and opportunities it bears.
Locked away in the air-conditioned, artificially lighted conference rooms of a large
hotel complex on the coast near Athens,
some 450 industry experts devoted themselves to a profound assessment of where their
business is heading to. Raiffeisen Bank International was proud to be a conference partner and to play a visible role in the event
once again.
A selection of renowned experts on various
high-level panels presented their analyses
and forecasts, leaving no doubt that there
is a massive reshaping of the securities services industry ahead of us. A rather uncomforting finding of one of the panels was that
CSDs will become a serious competition to
custodians. The regulatory and technologic change will have a significant effect on
small players.

Innovation is not always compatible with
compliance, which means that the regulatory environment needs to be considered
before initiating a development.
Settlement has the potential of becoming a
commodity thanks to the progress in technology, so the players will need to strive for
other differentiators. Customer service was
named at a main decisive factor in the competition for clients. Ideally, technology will
serve to improve client’s experience.
Today it is compliance that rules the business, making risk appetite decrease. This
goes hand in hand with an expanded responsibility burden on executives, which can
go as far as criminal prosecution.
The future world of custody will have to
manage the balancing act between risk enhancement and cost efficiency; a huge challenge as the objectives are conflicting each
other. Client education will be badly needed, and it remains down to the custodians
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to disseminate all the relevant information
efficiently.
Beware of fintechs
The unavoidable topic at each banking conference these days is the role of fintechs. At
the Network Forum, the opinion was that
the industry shall avoid giving control to fintechs, since they do not offer real and proven safety nets and regulation is poor. On
the other side, co-operating with the fintech
industry cannot be avoided and banks are
exploring the domain.
Can a fintech displace the role of custodians? The answer was no. Supervisors will
not permit the transfer of a safekeeping tool
outside a heavy regulated institution. In order to evolve, the banking industry will have
to attract talents and cooperate to deliver
services fit to the current needs of the clients.
Bettina JANOSCHEK
Head of GSS Sales & Relationship
Management
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Mensur Hodžic,

Head of GSS Croatia

CROATIA

Macedonian Stock Exchange to co-operate
with Funderbeam
The Macedonian Stock Exchange (MSE) signed an exclusive
co-operation agreement with Funderbeam South East Europe
(Funderbeam SEE), a company register in Croatia in which Zagreb Stock Exchange (ZSE) holds a 20% stake.
Funderbeam operates as a crowdfunding platform intended for
start-up companies, through which investors can trade their shares immediately after the initial investment phase as if they were
listed on the stock market, thanks to blockchain technology.
Since its establishment in 2016, Funderbeam SEE has collected some to EUR 4.5 mn
through eight successful campaigns for Croatian companies. With this track record, the
company has expanded to the North Macedonian market through a partnership with
the MSE. The stock exchange which will have an educational and promotional role and
offer local companies the opportunity to raise capital through this innovative platform.
Thus, further business development and maturing up to the stage of potential admission
to stock exchange listing will be supported.

Spotlight news
HR/SI – New ADRIAprime index
Building on their close co-operation,
the Zagreb and Ljubljana Stock Exchanges launched a joint equity index, the ADRIAprime.
It is a free-float market capitalization
weighted total return index, which
will encompass shares included in
the Prime Markets of ZSE and LJSE.
The ADRIAprime index represents a
further step in the continuous efforts
of both exchanges to offer comprehensive data in support of investment decision-making.

Underpinning the importance of providing support to small and medium-sized enterprises on their journeys, the MSE has been supported by USAID as part of the Business
Ecosystem Development project.

Our view
Through the co-operation between Funderbeam SEE and the MSE, this crowdfunding
platform will become easily accessible in the North Macedonian market. It will allow
companies to link with investors aiming at early-stage enterprises.

Investor conference in Zagreb
The Slovenian and Croatian Investor Days, which took place in Zagreb in spring,
have become a traditional annual conference, offering investors one-on-one meetings
with listed companies. The event facilitates Slovenian and Croatian listed companies
access to local and international investors and thus strengthening their visibility and
liquidity.
28 investment companies and banks, and 63 analysts and investors from Croatia, the
Czech Republic, Estonia, Great Britain, Lithuania, Slovenia, Sweden, Switzerland, and
the USA attended the event.
Seven Slovenian and eight Croatian blue-chips took the opportunity to present themselves: AD Plastik, Arena Hospitality Group, Atlantic grupa, Croatian Telecom, INA
– Industrija nafte, Krka, Luka Koper, NLB, Petrol, Podravka, Pozavarovalnica Sava,
Telekom Slovenije, Valamar Riviera, Zagrebačka burza and Triglav Group.
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Biliana Stefanova,

Head of GSS Bulgaria

BULGARIA

Equity Day with zero fees
In line with the country’s Strategy for Capital Market development, the Bulgarian Stock Exchange (BSE) and the Central
Depository initiated the Equity Day for the fifth time.
On this special day, all individual investors (natural persons) are
able to buy or sell shares on the BSE Main Market without fees
and commissions to the Exchange, Central Depositary and the
partnering Exchange Members. The aim of this one-day initiative
is to provide individual investors with a broad access to the capital
market, enable them to trade without any fees and commissions, improve their investment
culture and increase their knowledge of equity instruments as a form of investment in
Bulgaria.
A record number of 26 investment intermediaries and banks took part in this initiative in
June.

Spotlight news
BG – Corporate Governance Index
announced
The Bulgarian National Corporate
Governance Committee (NCGC)
has announced the composition of
the Corporate Governance IndeX
(CGIX) for the coming 12-month
period. After analyzing the market
statistics, the Committee rated 21
listed companies which meet the respective criteria including liquidity.
According to Iven Takev – Chairman
of the NCGC and CEO of BSE –
„corporate governance of a listed
company is one of the most critical
elements, carefully considered by investors, and its overall improvement
leads to a qualitative change of the
financial market's image.“
The NCGC is a permanent independent body set up under the auspices
of the Bulgarian Stock Exchange
and the Financial Supervision Commission with the support of the
World Bank and the International
Financial Corporation. It was established for the purpose of promoting
the implementation of good corporate governance practices and the
development of the Bulgarian National Code of Corporate Governance.
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HAVE YOU MET

A job I love
Alexander Pecherin, Head of the Settlement Operations Group at GSS Russia, provides an insight into his profession

Where did you start your professional
career?
I entered the securities market in 2007.
Having graduated, I joined the Relationship Managers Team of the Depository
Clearing Company (DCC), the settlement
depository of the RTS exchange. Working with DCC professionals I gained valuable experience concerning the infrastructure of the Russian stock market. I
have been collaborating with the key
players of the regulated and OTC markets and developing my skills in building
and supporting customer relations in settlement services since that time.
After the Law of the Central Depository
came into force in 2013, DCC and RTS
ceased to exist and I had to leave the
company. Two short assignments at Russian banks followed until I hit the jackpot
by joining GSS at Raiffeisenbank.
What do you like about your job with

Raiffeisenbank?
“Choose a job you love, and you will never have to work a day in your life,” Confucius once said. I can feel the truth in
these words. The most striking factors for
me are the company’s transparency towards the employees, its clear business
goals and management strategy, as well
as understandable corporate values,
which I fully share and support.
Which challenges ahead do you see for
Group Securities Services?
The main challenge for my team, to my
mind, is compliance with the requirements of Russian legislation while ensuring maximum satisfaction levels for our
customers at the same time. Moreover, I
would mention the aim to consider the
needs of each individual client and to include them in standardized market procedures. And finally, there is the prompt
implementation of changes to provide
settlement services in accordance with
best market practices and customer requests.
How do you spend your spare time?
I enjoy being among relatives and
friends, travelling to both distant places
and local destinations and reading fiction and non-fiction to improve my soft
skills. Recently my interest has been gravitating towards modern painting, which
is why I visit art exhibitions from time to
time.
What is your favorite place in your city?
The beautifully designed pedestrian zones in the center of Moscow, along which
one can stroll or participate in spectacu-
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lar festivals, performances and – in the
weekends – interactive happenings.
But I was born and raised in Syktyvkar,
the capital of the Komi Republic, located
1,500 km north-east of Moscow. The
main wealth of the city is the majestic
northern nature, ethnographic parks and
cultural heritage sites of the indigenous
peoples. Although the population counts
about a quarter million people only, Syktyvkar is a developed industrial, educational and administrative center in the
north-western region of Russia. Innovations in health care, urban environment,
transport and communications are broadly applied in the city.
It is always a pleasure for me to visit my
hometown and I look forward to every
encounter with my family and old friends.
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ATTILA‘S PHOTO BLOG

PHOTO OF THE MONTH

by Attila Szalay-Berzeviczy

A painting photographed at the Smithsonian National Air and Space Museum. 50 years ago, on 20 July 1969,
the Eagle module from Apollo 11 landed on the Moon.
July 2012 – Washington / USA
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