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® Bank of Russia BANK OF RUSSIA: OVERVIEW 4

Evolution (1)

2013¢ CBR becomes an IAIS member as well as IOSCO member

2001¢ Law on AML/CFT . . . . .
S 2014c¢ Inflation targeting regime with 4% mediutarm target rate

Securities Depository (CSD) of Russia financial sector

Federal Financial Markets 2013¢ g:ﬂgr;?lc(éler?trérrlgacrlten(tgégk))t;ins s;;ait;s ofthe first qualiied  %======omoooooose-
Service (FFMS): unterparty u

founded in 1993

2002¢ Law on the Central Bank of the Russian ¢ Introduction of a floating exchange rate regime
Federation G Approval of a new corporate governance code
Central Bank of Russia 2003¢ Russia becomes a FATF member ¢ National Card Payment System Jefitock Company
(CBR)founded in 1990 ¢ Start of the IFRS reporting project (AO NSPK) established
¢ Law on deposit insurance 2015¢ Signing of the IOSCO Multilateral Memorandum of
2005¢ Introduction of corridor for USD&EUR basket Understanding L ) )
_ o within the exchange rate policy framework GbruA2ylt LIkeyYSyu aeauSY aaiNE
1990¢ Lawon banksand bankingactivities 2009¢ CBR becomes a BCBS member card issue started
¢ Lawon Centralbankof RSFSR ¢ CBR becomes a CPMI member 2016¢ Banking regulation in Russia assessed as compliant with
1992¢ Russidbecomesan IMFmember ) i Basel Il, Basel 2.5 and Basel Ill (RCAP)
2010¢ Introduction of floating exchange rate ] ) o )
1995¢ Lawon Centralbankof RSFSRimendments corridor 2017¢ Introduction of proportional regulation in banking sector
Introduction of new financial rehabilitation mechanism
1996¢ CBRbecomesa BISmember 2011¢ Law on National Payment System ¢ S
2018¢ Bank of Russia joirdMoU IAIS
o o = & s —0 >
1990 1995 2000 2005 2010 .. 2015 2020
© ~ S ~ Focus on Russian financial market
1992¢ MICEX established 2002¢ First edition of the Russian corporate conduct code development
G Law on insurance busmess 2003¢ Law on mortgagéacked securities
1995¢ RTS exchang-e. established 2011c Law on insider trading
1996¢ Law on securities market ¢ MICEX and RTS merge into the Moscow Exchange oo éa_:% ------- .
i ; ¢ FISS joins FFMS and the latter becomes insurance market | 1 |
1996¢ Law on jointstock companies regulator | CBR becomes the
1999¢ Law on protection of rights of ) . ) i megaregulator of |
securities market investors 2012¢ National Settlement Depository obtains status of the Central : the Russian :
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BANK OF RUSSIA: OVERVIEW

EVOLUTION (2)

Monetary policy framework development

2006

Inflation targeting
announced

Inflation targeting i<
represented as a

midterm goal in the
GazySul NB
DdzA RSt Ay S

2008

Active inflation
targeting
communications

OoO—O0——oO

2009

Liquidity
management
Instruments are
developed, the

interest rate corrido
is narrowed

2012

Transition deadline
set

actz2ldAay3
inflation targeting by
HAaMp €

2013

Key rate
introduced

NJ G S

2014

Floating exchange
rate introduced

Y R

1998-2008

Narrow band

Monetary policy framework development

Exchange rate regime development

2008-2014
Flexible band

Dec2018
Inflation 4.3%

i 2015

Transition to the inflation
targeting regime is

completed

Medium-term inflation
target is around 4%

Since Nov. 2014

Free floating Ruble

Dec 2019
Inflation 3.0%

Sep 2020
Inflation 3.7%
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Evolution (3)

Bank of Russia supervises the following key segments

: Payment Nonstate pension
Banking sector :
infrastructure funds
Market Securities market,
infrastructure, Asset managers including securities
including fair pricing market professionals

Credit rating

: Insurance sector
agencies

Microfinance
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REFORMS

Promoting price and financial stability, fair competition, newest technologies and best practices

Monetary policy

Inflation targeting regime adopted with a 4% medium
term target rate pursuedusing conventionalmonetary
policyinstruments

Banking regulation and supervision

Bankingsectorrehabilitationin progress,new bank
resolutionmechanisnintroduced

Proportional regulation introduced and an
advanced IRB approach for the largest banks
graduallyphasedin

Banking regulation compliant with the Basel ll,
Basel 25 and Basel lll standards, maintaining
AML/CFT supervision of credit and non-credit
financial institutions (accordingto the Regulatory
ConsistencyAssessmenProgram(RCAP2016)

New macroprudential regulation mechanism in
force ¢ addons to risk ratios are introduced and
setby the Bankof RussiaBoardof Directors

Introduction of PTI ratio for macroprudential
regulationpurposesstartingOctoberl, 2019

Settingup a national rating industry - only credit
ratingsof Russiamationalagenciesnaybe usedfor
regulatory purposes
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Market infrastructure

Benefits from infrastructure put in place, tax and
regulatoryreforms (T+2, CSDand accesof ICSDsyp-to-
date CCPIndividuallnvestmentAccounts)

Marketplaceproject infrastructureis developedc launch
of the platformis plannedfor 2020

Corporate governance

JS companies segregation into public and non-public,
corporate actions reform, new corporate governancecode
adopted in 2014 listing rules basedon the new corporate
governancecode,listingcommitteesestablished

Payment infrastructure

Russianpayment system infrastructure developed and
currently in use by all leading international payment
systems
Paymentinfrastructuremonitoringandsupervision
Systemfor transfer of financialmessagegSPF)asbeen
developed

TheFasterPaymentsSystemaunchedin January2019

Pension system
Guaranteefund mechanisnintroduced
Investment horizon for non-state pension funds
extendedto 5 years
Introduction of new voluntary personal pension plan
(simpleandstandard)is beingdiscussed
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COMPLIANCE WITH INTERNATIONAL STANDARDS

Russia complies with or implements key international standards and best practices

THE WORLD
BANK

IBRD - IDA

w dza aAnti-Mbaey Launderingsystem is
compliantwith FATFRecommendations

High FSARyradesin all surveyedsegments,
including securities market, insurance and
paymentinfrastructure

Russiaadvanced ta#28in global
DOIN@BUSINES3020 rankings from
31t in the 2019 report
(#351n2018, #40 in 2017)

Russiais a party to the Articles of
Agreementof the IMF and upholds free
movementof capital

Banking regulation is compliant with
Baselll, 2.5 and Basellll (RCAR016

Bankfor International Settlements,|IAISand
IOSCO Principles for financial market
infrastructures  (PFMI)  are being
implemented

Uponmonitoring the implementationof the
PFM| the CPMI gave Russiathe highest
possibleMCrating

The BoR payment system fully complies
with the PFMI

National Settlement Depository is eligible
for custody arrangementsunder Rule 17-7
of the USInvestmentCompanyActof 1940

Insurancesector has started implementing
Solvencyll Europearprinciples
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INTERNATIONAL COOPERATION

Bank of Russia cooperates with international financial institutions, regulators and associations

’\ BANK FOR
INTERNATIONAL
" SETTLEMENTS

[QPS G20 Fet: “Fincone: < HUHIS

@'II;IF:!EIDWORLD BANK  WORLD TRADE ".'&,
«IDA RGANIZATION /

INTERNATIONAL FINANCIAL CONSUMER
PROTECTION ORGANISATION

INTERNATIONAL ORGANISATION
OF PENSION SUPERVISORS

COUNCIL ~ CONSEIL
OF EUROPE  DE LEUROPE

COMMITTEE OF EXPERTS ON THE
EVALUATION OF ANTI-MONEY
LAUNDERING MEASURES AND THE

E AEU Eurasian FINANCING OF TERRORISM
Union (MONEYVAL)
¢

entiol Banks and Supenvsors
Network for Greering the finoncial System
Monctary Authority of Singapore

* *

N . A * *
European Securities and
% esma Markets Authority

FINANCIAL
F B STABILITY
BOARD
K1 o L ©ote

EAC
o~ [SDAE
‘\%ICMA R\ @IAIS @) oeco

‘ INTERNATIONAL ACTUARIAL ASSOCIATION
1AA

International Capital Market Association ASSOCIATION ACTUARIELLE INTERNATICNALE INTERMATIONAL ASSOCIATION OF BETTER POLICIES FOR BETTER LIVEE

INSLURANCE SLIFERVISQRS



@ Bank of Russia

NEWSLETTER

Key news from the Russian financial market

October 2020

29 October2020 the Bankof RussichasincludedSovcombanln the list of systemicallymportant financialinstitutionswhich
now comprisesl2 banks

29 October2020Q the Bankof Russidssuedproposalson the introduction of the third type of individualinvestmentaccounts
(IIAs)designedor investmentswith a horizonof morethan 10 years

23 October202Q Aspart of the Aeroflot stocktransaction,starting 26 October2020 in addition to regularfiscal rule-based
operations, the Bankof Russiawill sellforeigncurrencyin the equivalentof Rub4.0 bin per day Thisamountalsoincludesthe

FXsalesassociatedvith the acquisitionof the Sberbanlstockby the NWFE

16 October202Q Effectivefrom 2021the Bankof Russisamendsrequirementsfor pensionreservesinvestment tightening
the restrictionsfor investmentin perpetualbondssince,dependingon issueterms, the risk of investingin perpetualbonds
may be highercomparedto conventionalbondsof the sameissuer Theenactmentof certainrequirementsfor pensionfunds
is postponedfor oneyear,soasto mitigatethe consequencesf the pandemicandavoidassetfire sales

15 October2020Q Effectivefrom 1 April 2021, underthe Bankof RussiaRegulatiorNo. 729-P (anew versionof RegulationNo.

509-P) banking groups will be able to use a new standardisedapproachto measuringcredit risk for the calculation of

capital adequacyratios. Thiswill allow credit institutions that are parts of such groupsto free capital, expandingtheir

capabilitieso lendto the real sectorof the economy

14 October2020 the Bankof RussidPaymentSystenfully complieswith internationalrisk managemenstandardasset forth

by the Principledor FinanciaMarket Infrastructure PFMI)jointly developedby the BISandIOSCQ)

13 October2020 the Bankof Russidssueda consultationpaperon digital ruble to discusghe keyaspectspotential benefits
andrisks,timeframesfor the implementationof the digitalruble projectwith financialmarket participants

September 2020

30 September202Q the Bankof Russidssuedinformation letters wherebyit recommendgshat bankscontinuerestructuring
loansunderin-houseprogrammegin view of expiryof measuresstipulatedby Federalaw No. 106-FZ)

29 September202Q under{ o S NI dhafelss@lamechanismthe Bankof Russiawill sell an equivalentof Rub185.4 bin in
the domesticFXmarketfrom Octoberl until Decembei30 (splitinto the equivalentof Rub2.9 bin per day)

25 September202Q aspart of regularforeign currencysalesin the domesticmarketunderthe fiscalrule the Bankof Russizg
sold an equivalentof Rub2.5 bin. Accordingto the Ministry of Finance the amount of planned FXsalesfrom September7
throughOctober6 is Rub54 bin (splitinto the equivalentof Rub2.5 bin per day)

10 September2020 the Bankof Russigoublisheddraft Monetary PolicyGuidelinedor 2021-2023incorporatingthe baseline
andthree alternativescenariosthe disinflationarythe pro-inflationaryandthe risk scenario



http://www.cbr.ru/Content/Document/File/113355/con_29102020.pdf
http://www.cbr.ru/StaticHtml/File/112957/Consultation_Paper_201013.pdf
http://www.cbr.ru/eng/about_br/publ/ondkp/

@ Bank of Russia

NEWSLETTER

Key news from the Russian financial market

August 2020

Measures taken by the Bank of Russiadiabilisethe situation and mitigate the negative impact on
the Russian financial system and the economy from the increased volatility in global financial markets
in the context of thecoronavirusinfection outbreak
10 August 2020 The Bankof Russiareducedrisk weight add-ons for unsecuredconsumerloansin rubles issuedstarting
1 Septembe2020 Thechangeswill mostlyapplyto borrowerswith lower levelsof PTI
TheBankof Russigextendedthe following temporary regulatory forbearancemeasuresuntil 31 December2020Q
A (i) Banksare allowednot to accrueloan lossprovisionsandnot to calculatethe 6 2 NN BT BoNd&tail borrowerswhose
financial situation has worsenedfollowing the pandemic,as well asfor restructuredloans (both under FederalLaw No.
106-FZand in-houseprogrammey$; (ii) Banksare allowednot to applyrisk weight add-onsto retail loansif the borrowers
havea confirmed COVIEL9 case (iii) Banksare allowednot to accrueloan lossprovisionsfor SMEloansrestructureddue
to the coronavirugpandemicandto maintainthe qualityassessmenasof 1 February2020
A Loanlossprovisionsshouldbe createdin full underrestructuredretail and SMBoansuntil 1 July2021.
A Banksare entitled to delayloan lossprovisioninguntil 1 April 2021 for corporate loansrestructureddue to the coronavirus
pandemicandto maintainthe qualityassessmenasof 1 January2020if collateralis classifiednto | or Il category
A Until 2022 banksare allowed not to apply risk weight add-onsto FXloansissuedto manufacturersof pharmaceuticals
medicalproductsand equipment Riskweightsfor investmentsin FXdebt securitiesof suchorganisationsare alsoset free
from the add-onsmadeduringthe abovementionedperiod.

July 2020

24 July 2020 The Bankof Russiaapproveda fast-track implementation of credit risk assessmeniapproach under Base

[l standardfor mortgageloans Riskweightsare setin the rangefrom 20%to 100% dependingon the valuesof LTVand PT]|

ratios (earlier,riskratioswere setin the 35-100%range)

Temporaryregulatoryeasing

A Tostimulatethe activity duringthe recoveryperiod and afterwardsthe risk weight for investmentsin subordinateddebt of
non-financial organizations(includingperpetual)will be reducedfrom 150%to 1006till mid-2025

A Tostimulatebanksto settle problemloansof systemicallymportant companieshrough a compensatioror sharepledge(a
debt/equity swap) the Bank of Russiawill lower the risk weight for investmentsin equity of systemicallyimportant
companiesreceivedunderthe abovementionedarrangementgrom 1506to 100%6till mid-2022

May 2020

14 May 2020 TheBankof Russidaunchedongterm 1-month and 1-yearruble repo auctions
12 May 2020 The State Duma adopted a bill in the secondreading to increasethe maximum amount of insurancg
compensatiorfor A y R A @depoditkirf sanfecasesto Rub10min.




@ Bank of Russia

NEWSLETTER

Key news from the Russian financial market

April 2020

6 April 2020 Fne-tuningrepo auctionin the amountof Rub500blin.
3 April 2020 The Bankof Russiacancelledadd-ons to risk weights for mortgage loans and loans for construction co-

funding grantedin rublesbefore 1 April202Q

March 2020

20March 2020 Temporaryregulatoryforbearance

A TheBankof RussizeasedN26 (N27) liquidity coverageratio and conditions under irrevocablecredit lines for SIFlswith
total limit raisedto Rubb tn for the periodfrom 1 April2020through31 March2021

A Banksare entitled to recognizesecuritiespurchasedbefore 1 March 2020 at fair value as of 1 March 202Q and to
recognisedebt securities,purchasedfrom 1 March 2020through 30 September202Q at fair value as of the acquisition
date. Thesemeasureswill be effectiveuntil 1 January2021

A TheBankof Russialecidedto postponeseveralamendmentso the regulationof credit institutions, incl. the introduction
of the largeexposuresoncentrationratio (N30) until 1 January2022

A The Bank of Russiareduced risk-weight add-ons for mortgage loans and loans for construction co-funding with
downpaymentfrom 15to 20%grantedin rublesfrom 1 April2020from 100to 20-80 p.p. dependingon the PTlratio.

1 January 2020

New standardisedapproach to credit risk assessmerkt y | O O02 NR I y OBnalsihgiostO 8K B 4 § £ NB

A Corporateexposuresreceiveda 100% risk weight, except (1) & A Yy @ S i Y Gyhdtates(65%); (2) 85% risk weight
for claimsto smalland mediumsizedenterprises(SMEsassessedn anindividualbasiswith the current 75%risk weight
remainingfor SMEsassessemn a portfolio basis and (3) W a LIJ$@Wdosef S y Rclagsait differentiated risk ratios
(80-13(9 dependingon alendingtype (projectfinance,objector commodityfinance)

A Earlier,in June 2019 lower risk-weights for sovereign exposuresin foreign currency and for lending with export
guaranteeswere introduced(50%insteadof 100%).

A Higherrisk ratios (insteadof the current 150% ratio) appliesto investmentsin legal S y (i A uhlist8dskares(stocks)
400% for shortterm speculativeinvestments and 250% for other investments (with a five-year transition period
established)

A Forloansinvested by borrowers in other legal S y (i A duthdsisedxapital, the risk ratio hasbeen increasedfrom the
current150%to 200%4 effectivel January2020

A Effectivefrom 1 January2021, 150%risk ratio set for the unsecuredpart of default loans (without collateralrecognised
to reducecredit risk)where estimatedloanlossprovisionis below 20%

A Thetotal insiderriskratio (N10.1) hasbeencancelled

ER
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KEY INDICATORS

Russian economy started to recover2016 and has moderated in 2019

Figure 1: Real GDP growaiinamics (Yq o) Figure 2Private consumption and investment dynam¥sY, %)
8.0 —— Private consumption ~—— Investments
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Figure 3: Russian Ruble volatility remains low while inficeging Figure 4. Retail sales and real wages dynamics (YoY, %)
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Source: Bank of Russkpsstat
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MACROFINANCE
Solid fiscal and external positions
Figure5: Current account surplus amounted to U&&bnin 2019
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Figure 7: Significant international reserves assuring finastzhllity
Reserves, $bn

= External debt, $bn
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Source: Bank of Russia, Bloomberg, Ministfimdince, IMF

Figure 6: Strong fiscal position: budget consolidation and fiscal rule

= Russian Federal Budget Balance, % of GDP;-tks- Urals, $/bbl, rhs
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Figure 8: Sovereign debt to GDP lowest in both EM and DM spaces
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INFLATION
Mediumterm inflation targetis set at around 4%
Figure 9: Inflation (YoY, %)

CPl «<««<Non-food products Food eeeeeServices e=Keyrate -— — Medium-term inflation target
20% 20%
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16% e 16%
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A% === = = = — — .—"—".—.'-"4‘-‘-"—' e B lanbes t—rtﬂ-ﬂ‘i::—:::.:..—‘rrov— ————— 4%
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5% .ot oo -
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Source: Bank of Russikgsstat *Inflation is 37% as of September, 2020
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INFLATION EXPECTATIONS

Inflation expectations of households and businesses have increased which is largely related to exchange re

fluctuations

2018 2019 2020

Expecthorizor] | Il 11 v I Il [ IV | Jan Feb Mar Apr May Jun Jul Aug Sep Oct
Inflation expectations (absolute numberspo
Households
FOM(median,expected inflationNext 12montht 85 9.8 10.1 10.2| 9.1 94 89 90|83 7.9 79 - - - - 88 89 97
FOM(subgroup with savings |Next12montht 80 9.0 9.2 91|80 83 84 83| 76 6.9 6.9 - - - - 84 81 90
sy PO ez monn 8.8 103 10.5 10.8| 98 100 9.2 94|85 87 85 - - - - 91 96 100
FOM (median, observed inflatigpasti2 months 9.2 10.6 10.2 10.2( 100 102 99 94| 86 8.7 8.3 - - - - 92 94 96
FOM(subgroup with savings |Past12monthy 8.4 9.7 10.0 92| 92 90 94 87| 80 80 7.2 - - - - 84 85 91
sy rOUPMIROUE pagt 12 moniny 9.6 11.2 104 10.8/108 111 104 9689 92 86 - - - - 96 99 98
Professional analysts
Bloomberg 2020 40 40 40 36| 36 36 35 44 42 37 37 37 40 40
Bloomberg 2021 40 40 40| 40 40 40 40 38 36 36 35 38 39
Financial markets
OFZN (option not subtractedl 2023 39 47 55 51|46 39 32 28| 27 28 35 31 24 23 23 25 26 26
OFZN (option not subtracted 2028 47 55 52149 41 35 34|32 34 41 36 30 30 31 31 35 33
Inflation expectations (balanced indey
Businesses
Bank of Russia monitoring Next3months | 6.8 10.2 12.6 16.5/{106 99 83 85| 83 13.2 18.1 189 165 151 149 155 175 20.3
PMI M, input prices, difindex |Currentmonth| X  70.3 69.1 62.5|66.2 54.6 54.3 54.0| 53,5 515 59.8 66.6 59.8 58.8 61.4 64.8 63.3 -
PMI M, output prices, difindex |Currentmonth| X 56.6 56.8 52.5|56.1 51.5 50.4 50.4| 50.8 51.1 55.4 55.8 53.2 51.6 519 52.0 530 -
PMI S, input prices, diffadex  |Currentmonth| X  61.8 59.4 60.4| 60.3 56.3 55.3 55.6| 55.4 55.6 61.5 576 54.4 559 553 586 586 -
PMI S, prices charged, difidex |Currentmonth| X 52,1 51.3 53.0|54.6 52.5 52.3 52.4| 49.0 48.8 54.2 486 484 49.7 50.1 519 535 -

*Balancedindexis the differencebetweenthe sharesof thosewho expectpricesto riseandto fall.

**Householdssurveys inApr-July were conducted by phone, their results are not comparable with those obtained later.
SourceFOM,Rosstaj Bloomberg, IH®arkit, Bankof Russia
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ECONOMIC FORECASTS (1)

Medium-term outlook for the Russian economy

ySeé LI NYYSGSNAR 2F GKS .yl ¢ 2019 BASELINE
(growth as % of previous year, if not indicated otherwise) (actual) 2020 2021 2022 2023
Inflation, as % in December yeam-year 3.0 3.94.2 3.54.0 4.0 4.0
Inflation, average for the year, as % yearyear 4.5 3.23.3 3.3-4.0 4.0 4.0
Gross domestic product 1.3 -(4.05.0) 3.04.0 2.5-35 2.0-3.0
Final consumption expenditure 24 -(6.2-7.2) 4.2-5.2 3.0-4.0 2.1-3.1
¢ households 25 -(9.510.5) 5.3-6.3 3.7-4.7 25-35
Gross capital formation 3.8 -(7.8-10.8) 3.1-5.1 4.2-6.2 3.05.0
G gross fixed capital formation 15 -(7.8-9.8) 3.3-53 45-6.5 3.25.2
Exports -2.3 -(5.1-7.1) (-0.8)1.2 3.6-5.6 2.04.0
Imports 34 -(18.0-21.0) 3.9-5.9 8.4-10.4 4.96.9
Money supply in national definition 9.7 14-17 8-12 7-11 7-11
SJ?:;nnschrganisationand households in rubles and foreign 101 9-12 711 711 711
¢ on organisations 7.1 8-11 6-10 6-10 6-10
¢ on households 19.0 1316 12-16 10-14 10-14

*Banking sector claims arrganisationd Y R K2 dza SK2f Ra YSI ya It 2-finandid &d finangid iksi@ions éhdhip@séhblds in Qublireldry curreey ang’ @efious metals,
AyOtdzZRAY3I f2lya AdadsSR 0AyOfdzRAY3d 20FSNRdAzS 21 yao sty gecutingaddrorhissdnbndtBsaas well g5 othe? foryisiof equiyNideReatin nony & G A { dz
financial and financial institutions, and other accounts receivable from settlement operations involvifigameial and finanial institutions and households.

Clam® 3INRgiGK NI GSa FNB 3IAGSYy 6AGK GKS SEOfdzaazy 27T T2 NEevamafionhdapawd gf OlaimshtaSogklgr alatefick angl pheciduy me2aNJ8 S NJ (i 2
converted to rubles using the period average USDRUB exchange rate

Source: Bank of Russia
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ECONOMIC FORECASTS (2)

Medium-term outlook for the Russian economy

wdzaaiAl Qa ol tlFyOS 2F LI &YSy 2019 BASELINE
(billions of US dollars) 2020 2021 2022 2023
Current account 65 33 32 18 30
Balance of trade 165 88 99 100 126
Exports 420 316 331 353 400
Imports 255 228 232 253 274
Balance of services -36 -14 -24 -38 -51
Exports 63 44 48 52 57
Imports 99 59 71 90 109
Balance of primary and secondary income -64 41 -43 -44 -45
Current and capital account balance 65 33 32 18 30
Financial account (excluding reserve assets) -4 49 30 17 11
Government and the central bank -23 -4 -5 -4 -4
Private sector 19 53 35 20 15
Net errors and omissions -2 0 0 0 0
Change in reserve assets (&Hncrease,-' ¢ decrease) 66 -16 2 1 19
Urals price, average for the year, US dollars per barrel 64 41 45 45 50

"TaAy3d GKS YSiKz2R2t238 2F (KS cliK SRAGAZ2Y 2F 4.1t yOS FRFYOREYSY DO®2dyyR K@ S
f Sy R« gfa et hinrrowing. Due to rounding total results may differ from the sum of respective values.

Source: Bank of Russia
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MONETARY POLICY (1)

C The situation in external financial and commodity markets remains vulnerable increased volatility
canbe expectedto persistin the nearfuture, includingin view of geopoliticalfactors

C Inflation expectationsof householdsand businesse$aveincreasedwhich is largelyrelated to exchange
rate fluctuations

C Although disinflationary risks still prevail over the mediumterm horizon, the effect of shortterm
proinflationaryfactorshassomewhatincreased

C Accordingo the Bankof w dza &okekcaQ@iventhe current monetarypolicy stance,annualinflation will
reach3.5-4.0%in 2021 andwill stabilisecloseto 4%later on.

= Key rate, % per annum

Inflation, % YoY
12

10

4.25

3.67
2

0
Jan-17 Apr-17 Jul-17 Oct-17 Jan-18 Apr-18 Jul-18 Oct-18 Jan-19 Apr-19 Jul-19 Oct-19 Jan-20 Apr-20 Jul-20 Oct-20

Decision
as of October 232020

The Bank of Russia
keepsthe key rate
at 4.25% p.a.

Signal

GaXLy Ada 1Se
decisionmaking, the
Bank of Russia will take
into account actual and
expected inflation
dynamics relative to the
target and economic
developments over the
forecast horizon, as we
as risks posed by
domestic and external
conditions and the
reaction of financial
YFEN]SGaod Xé
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MONETARY POLICY (2)

Monetary Policy Guidelines 2022023: matrix of macroeconomic forecast scenarios
V The key pointis the dynamics of potential and demand

Dem

and

Sustainableecovery

Long and unsustainableecovery

Moderate decline of
potential

A The weakening of epidemiological risks
A Moderate decline in potential GDP trajectory

A Recovery in household consumer activity, comparable t
other postcrisis episodes

A Gradual recovery of investment activity

A Gradual fiscal consolidation in line with the planned rett
to the parameters of the fiscal rule in 2022

Disinflationary

A The dynamics of potential GDP corresponds to the

baseline scenario

Slower recovery of demand due to the prolonged natu

of the pandemic

A Sustainable deviation of inflation downwards from the
target

A Longer and more pronounced accommodative monets
policy than in the baseline scenario

A

(@]

Supply

Deep decline of potential

Pro-inflationary

A The potential of the economy is falling significantly mor
than in the baseline scenario

A Consumer demand is recovering steadily, and investme
recovering more slowly than in the baseline scenario

A The economy is returning to its potential (lower than
before) in 2021 and even exceeds it somewhat, which
creates preinflationary risks

A Inflation returns to the target by Q3 and Q4 of 2022 anc
remains close to the target further on

A A temporary shift to a moderately tight monetary policy

with a return to neutral monetary policy by the end of the the forecast period

Risk

2A Possible escalation of geopolitical risks, credit crisis in
countries with high debt levels

A Reduction of the potential is greater than in the baseli
scenario

A External shocks create significant pnflationary
pressures in 2021, then inflation falls below target una
the influence of weak demand. Inflati@tabilisesclose
to 4% after 2023

A Temporary significant tightening of monetary policy wi
a return to accommodative policy in the second half o

f

projection period is possible

Source: Bank of Russia
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INTERNATIONAL RESERVES

Foreign exchange and gold assets by asset class

As of 31 March 2019 As of 31 March 2020
Assets billions of share of billions of share of Chagﬁlfoﬁspﬁ%?;j'\gﬁ;éozo’
US dollars assets, % US dollars assets, %
Government securities of foreign issuers* 193.7 39.7 186.6 33.3 -7.1
Deposits and account balances with foreign counterparties 140.3 28.8 167.6 29.9 27.4
Gold 88.6 18.2 116.5 20.8 27.9
Non-government securities of foreign issuers 42.1 8.6 57.5 10.3 154
International organisations securities 12.0 25 22.0 3.9 10.0
Reverse repo operations with foreign counterparties 5.9 1.2 5.4 1.0 -0.6
Claims in foreign currency on Russian counterparties and issuers** 2.2 0.5 2.8 0.5 0.5
Net position with the IMF 2.4 0.5 1.3 0.2 -1.2
Claims on foreign counterparties on foreign currency supply 0.0 0.0 -0.1 0.0 -0.1
Total*** 487.4 100 559.7 100 72.3

* Securities issued by a foreign government or foreign issuers with explicit government guarantee.
** Claims on Russian credit institutions, Eurobonds of the Russian Federation and other Russian issuers.
*** The total value may differ from the sum of asset classes values due to rounding.

Figurel0: Bank of Russia foreign exchange and gold assetarbgncy  Figurell: Bank of Russia foreign exchange and gold assets by atdd, %
(%of market value)

m Euro m US dollar= Gold * Yuan m Pounds sterlingm Others EAAAE AAE A = Gold m Other*

T b B T ——

80% 14.2 12.2 80% 18.2 20.8

I—

60% 18.2 20.8 60% 31.6 265

40% 40% — ——

20% 20%

0% 0%
As of 31 March 2019 As of 31 March 2020 As of 31 March 2019 As of 31 March 2020

* The distribution takes into account unsettled conversion transactions as of 31 December 2018 and 31 December 2019.* Mai nly c¢l ai ms on Russian counterparties and issuers

Source: Bank dRussia
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FINANCIAL MARKET DEVELOPMENT STRATEGY

Guidelines for the Development of the Russian Financial Market in-22021

The Bank of Russia Guidelines for the Development of the Russian Financial Marketqr2@R19
cover the following key areas and activities:

Building reliable Improving financial Developing market L .
@ financial @ inclusion and competitiveness @ Etnsl,)l.JI.r::ng financial
environment availability of capital 5 stability

A Involvement of financial A Introduction of individual A Implementation of integrated A Control for the population
consumer ombudsmen in pension capital accounts road map for developing indebtedness and prevention
disputes resolution ALYGNRRdzOGAZY 27F GUReStgn/invargus geRigrs excessive risk accumulation in

A Increase of personal A Crowdfunding of Russian economy approved the segment

responsibility of management & |niroduction of new rules for by the Government A Riskbased approach to

A Limited employment crediting privatepublic A Building biometric database insurance market participants
opportunities in financial sector  partnerships A Credit history bureau reform A Widening the list of financial
for malicious (unscrupulous) A Development of concession A Marketplace project launch noncreditin;titutions subject
people 3 projects A Faster payment system in force  tostresstesting

A Development of qualified A Marketplace project launch A Testing of digital identification A Improving the toolkit for
investor institute . . . latform macroprudentiaktress testing

A - A Introduction of financial platfol ] 3 N S
Increase of responsibility for - o jces access pointsmap A awS3dzt Fi2NE Al yRo2EE LINR2S§O0
substandard sale of financial A development

roducts Development of remote o s )

A P e . . identification and unified A Lyl 2F wdzAaaiAl Qad gAGKRNI g1 €
Unified financial transactions biometric system from the capital of banks
register A Development of electronic undergoing resolution after

insurance services distribution their financial rehabilitation
channels

A Improving insurance services
inclusion in Russian regions
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® Bank of Russia

BANKING SECTOR: CURRENT AGENDA

Shaping davourableoperating environment and supporting market competition

Proportional banking regulation:differentiating
regulatory burden for banks based on their siz
and simplifying requirements for smaller banks

focused on retail and SME lending

0]

J7

New resolution mechanismreducing financial
costs and execution period of the resolution
procedure

Introduction of PTI ratioin order toregulatethe
consumer lending market more efficiently

Development of banking supervision:
introduction of the Basel Committee on Banking
Supervision (BCBS) standard on capital
requirements for banks™ equity investment in
funds (since December 16, 2017)

Riskoriented supervisionaiming to remedy
problematic situations in banks at an early stag

je

Development of macroprudential regulation:
streamlining the regulation, introducing
countercyclical approach

New regulations to the credit bureaus:
authorisingseveral strategic credit bureaus with
the function of aggregating information on deb

payments

I
[

Basel Il and Il in forcd:everage ratio (except fo
banks with basic license), NSERr Domestie
SIBs

-
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BANKING SECTOR: PROPORTIONAL REGULATION

Differentiating regulatory burden for banks depending on their size

Regulatory burden depends on license type

0
|
A Minimum size of capital (own funds)
RUB300mIn
A Only 5 mandatory requirements, A Minimum size of capital (own funds)

including H1.0, H1.2, H3, H6, H25 ratios ¢ RUB bin

A Limitations on international operations A May carry out all banking

A Simplified disclosure ruleshot required operations set forth by the law
to disclose information on accepted risks,
their assessment or management
procedures, or any information on

A" All mandatory requirements set b
the Bank of Russia must be met

N3

Systemically important
financial institutions (SIFI)
are subject to:

financial instruments included in the A Must be compliant with all
calculation of their own funds (capital) international standards A Higher capital adequacy requirements
A Technically complicated international A Financial reporting fully compliant -
standards are non applicable with RAS and IFRS _A Advanced risk management approach
BASIC LICENSE UNIVERSAL LICENSE

On 1 June 2017, Federal Law NoFZ2dated 1 May 2017 came into force. It envisages the introduction of proportional regdisgigned to set
up a regulatory balance for banks differing in scale and in the nature of operétisanks hold basic license, as agkdgust 2020.
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BANKING SECTOR: NEW RESOLUTION MECHANISM

Under new mechanism both costs of resolution and time required have been reduced significantly

RUB 758.®n List of banksunder financialrehabilitation procedure
RUB 26 trhavebeen_ for additional capitalizatior 1 eTTEE
provided to three banking
groups Qtkritie, B&N, 2 NationalBankTRUST (with ROST Bank and AVB Bank)
SO ol RUB 1.86n 3 AsianPacific BankAPB)
for liquidity (deposits)* / Moscow Industrial Bank (mergedth VolgaOkaBank,
VOCBANK November019)
RUB 156.1 bifor the OnJuly 2, 2019 the Bankof w dza aBoarddBDirectorshas decidedto
establishment of BNA** complete the implementation of bankruptcy prevention measuresfor

Bank FCOtkritie. Currently,the Bankcomplieswith all Bankof wdza a A I Qa
statutory requirementsfor financialresilienceand creditworthiness

RUB 42.7 bifor additional

capitalization of Otkritie Bank Promsvyazbank complies with all capital adequacy and liquidity

requirementsand operatesits businessin its usualway. The bank fully
repaidCBRiepositsplacedin the bankduringresolutionprocess

Additional RUB 9.0 brior additional As a result of the financial resolution measuresand implementation
RUB 379.1 br capitalization of APB of a new businessmodel in the AsianPacificBank its financialstanding
has been stabilised new capital has been formed, outflow of its Of A Sy 0 a Q
funds has been stopped, its solvencyhas beenrestoredandthe . I y1 Qa

RUB 128.Dn for additional
capitalizationfor MIB andRUB 39.%n
for liquidity (deposits)

profitability hasbecomestable The Bankis supposedto be soldin 2020
after it disclosesinformation about its 2019 performanceto the public,
includingpotentialinvestors

On12 July2019 the Bankof Russiaapprovedamendmentsto the plan of

RUB 2.7bn for additional capitalizatior

- for VOCBANK its participation in bankruptcy prevention measuresfor the Moscow
Industrial bank (MIB). Theseamendmentsprovide for the Bankof Russia
* Have been fully repaid by the end of 2018 to allocate128.7 billion rublesfor recapitalisatiorpurposes

*BNA ¢ Bank of norcore assets based on NB TRUST, ROST BANK and Bank AVB
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Active supervision and tighter regulation allowed to strengthen the health of the banking sector
Figurel2: In 2013-2020more than450licenses were revoked causing Figurel3: Banking sector profitabilityestored
FfY2ald y2 AYLI Ou 2y U0UKS oFlylAy3a aSOuz2NXa duz2ualf FaasSda
mmmm Number of credit institutions, Ihs Banking sector assets, RUB tn, rhs mmmm Net Income, bin RUB, |hs ROA, rhs
1,200 112 2,100 10
1,000 o7 926 1,800 1,715 o
800 F 80 1,500 ]
1,200 933
600 417 64 900 805 4
= I I I I I I : o I
200 32 300 a l 2
0 I 16 0 ! —_— [ | ! - . — 0
2011 2012 2013 2014 2015 2016 2017 2018 201%Bm 2020 2013 2014 2015 2016 2017 2018 2019 8m 2020

*378 banksand 39 non-banking credibrganisations

Figureld: Loansand deposits volume (RUB) and growthrates

Corporate and retail deposits, lhs
Deposits YoY growth**, % rhs

mmmm Corporate and retail loans*, lhs
Loans YoY growth**, % rhs
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Figure b: Banks hold an acceptable level of capital under Basel Il
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*Excludingcredit institutions under financial rehabilitation procedure

*Since 0101.2020 corporate loans include loans to financial and-fimancial organizations (excl. credit organizations). Data for retrdsmeperiods restated
**YoYccyad). by credit institutions operating as of the reportifgte. Since 01.01.2020 annual growth rate is based on chain mdifatd for retrospective periodsstated
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® Bank of Russia

BANKING SECTOR: FUNDING

The funding of the banking sector mostly comes from corporate and retail deposits
Figurel6: InAugust 202&orporate deposits grew by1.7%YoY to RUB Figurel7: In August 2020etail deposits demonstrated growth @f4%

31.5tn

mmmm Corporate deposits, RUB tn, lhs
——YoY (ccy adj., by credit institutions operating as of the reporting date), rhs

0,
34 315 20%
32
30
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2231%"” ||||||
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*Since01.01.2020annualgrowth rate isbasedon chainmethod Datafor retrospectiveperiodsrestated

Figure B: Operations with the Bank of RussiaRUB

Borrowings from the Bank of Russia (with minus sign)
= Claims to the Bank of Russia

85 —— Net claims to the Bank of Russia, rhs

6.5
4.5
2.5
0.5
-15
-3.5
-5.5

*excludingMandatory cashbalancedy credit organizationswith the Bankof Russia

YoY, reaching RUR.1 tn
mmmm Retail deposits, RUB tn, lhs
——YoY (ccy adj., by credit institutions operating as of the reporting date), rhs
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*Since01.01.2020annualgrowth rate is basedon chainmethod Datafor retrospectiveperiodsrestated

Figurel9: Sources of funding, % of total liabilities

= Retail deposits
Central bank funding

= Corporate deposits
= Other sources

2.7%

1.01.2015

1.09.2020
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BANKING SECTOR: LENDING
The growth pace of retail loans has started to moderate
Figure20: Corporatdendigngtrowth increased 9.4% YoY in August 202Figure2l1: Retail lendinggrowth increased 13.3%0Y inPAugust 2020

mmmm Corporate loans*, n, lhs )
——YoY (cey adj., by credit institutions operating as of the reporting date), rhs mmmm Retail loans, RUB tn, lhs _ _
43.6 ——YoY (ccy adj., by credit institutions operati