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COMMONWEALTH INDEPENDENT
STATES BANKING SYSTEMS

Abstract. The banking systems of the Commonwealth of Independent States have imbalances in the
development of national economies and social reproduction in general, which limits the possibilities for
implementing an integration model. According to the authors, there was a need for a substantial revision of the
banking business models, by introducing more stringent requirements for consolidating the equity capital of
commercial banks, creating reserves, and insuring risks. Today, on the basis of the modernization of the economy, a
transformation of the financial market of the countries of the CIS is required, major changes that are more so as
diverse participants in this market, differing both in quantitative and qualitative indicators. Thus, by 2025, it is
planned to create a common financial market, as stipulated by the Treaty on the EAEU, based on digitalization
technologies, that is, using innovations and promising financial regulatory technologies.

Keywords: Banking systems, Commonwealth of Independent States, EAEU.

For the CIS countries, as well as for almost all emerging economies, is characterized by the
predominance of banks and bank lending in the national financial markets. Commercial banks are the
main financial intermediaries in the post-Soviet space. As for the stock markets, they are most developed
in Russia, Ukraine and Kazakhstan. In other countries, either government securities trade prevails
(Belarus, Uzbekistan), or an organized securities market exists formally (Tajikistan)

In percentage terms, it looks like this: Banks of Russia formed 57% of the total number and this is the
first place, Kazakhstan’s banks ranked second with 11.6%, the share of Ukrainian banks is 9.5%, Uzbek
banks 4.6%, Belarusian 5.9% %, Azerbaijani 3.9%, Turkmen 2%, and in Armenia and Georgia 1.5% of
each represented in the rating of banks, the share of banks in Moldova as well as in Armenia and Georgia
was 1.5%, and for the first time penetrated Tajik banks score 1% of the credit organizations represented in
the rating. What is the reason for the growth in the number of countries? This is due to another decrease in
the minimum amount of assets, sufficient for getting into the rating. The main reasons for the decline in
the minimum volume of assets were the weakening of national currencies (primarily the ruble) and the fact
that many banks lost their licenses either because of the crisis or because of illegal activities and left the
rating. Most banks in the CIS countries are still prone to high currency risks, since they retain open short
positions in foreign currency. The lowest currency risks are observed in the banks of Uzbekistan, while the
banks of Ukraine, Azerbaijan, Tajikistan and Belarus are subject to the highest currency risks. This
conclusion was made taking into account the high level of dollarization and the gap between foreign
currency assets and liabilities in their banking systems.

The process of reducing the level of dollarization of banking systems in the CIS countries is a
consequence of a number of conditions, namely: the adoption of new regulatory requirements prohibiting
the provision of foreign currency loans to borrowers who do not have foreign currency earnings;
restructuring by banks of loans in foreign currency by converting them into national currency;
strengthening monetary policy, which encouraged the growth of deposits in national currency.
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Nevertheless, the level of loans and deposits denominated in foreign currency still remains high in most
banks in the CIS countries. In the banking systems of the CIS countries there is a significant concentration
of assets. The overwhelming share of assets and capital falls on several credit institutions, which in the
past were, as a rule, regional branches of state banks of the USSR.

For example, the share of the National Bank for Foreign Economic Activity of the Republic of
Uzbekistan in total bank assets is more than 65%. A significant influence on the development of banking
systems of the CIS countries is exerted by their structure. In a number of banking systems of the
Commonwealth countries, the role of state capital is still high. In the least transparent banking system of
Uzbekistan, state capital exceeds 90%. A significant share of state capital affects the efficiency of credit
organizations performing the function of financial intermediation, as well as ensuring equal conditions of
competition in the market. Many state-owned banks have privileges in relation to the implementation of
state projects, these credit organizations have accounts of the largest state-owned companies. They can
also count on help from the state in case of difficulties. Despite the fact that banking systems have made
significant progress in their development, they are still highly risky. According to the world's largest rating
agencies, the risks of the banking systems of the CIS countries are among the highest in the world.

A prominent role in the region is played by the banking systems of only Russia, Ukraine and
Kazakhstan. The banking systems of the Commonwealth countries are very fragmented and significantly
differ in scale, structure, volume of operations and development stages. Banking systems are not a direct
channel for the transfer of the global financial and economic crisis (except Kazakhstan), but are vulnerable
and high-risk due to the low quality of assets and the high dollarization of their economies.

According to the polls of past years, Kazakhstan ranked second in the CIS after Russia in terms of
investment attractiveness. At the same time, many investors already working in Kazakhstan prefer the
country over Russia, while potential investors put the country in third place after Russia and Belarus.

Benefits of the Commonwealth of Independent States system:

- A large amount of lending, which is often impossible to achieve when working with one bank.

- Reducing the cost of financing. When organizing a consortium loan, the borrower company does not
need to pay a number of indirect payments (tax on securities transactions, stock exchange and depositary
commissions, as well as information costs).

- Relatively short time to raise (compared, for example, with the issuance of bonds). Terms of
financing. The attraction of a consortium loan allows the borrower to agree with the lenders all the
characteristics of loan servicing (phased use / repayment procedure; possibility of early repayment; the
right of voluntary prolongation, etc.).

- Practicality (convenience) in the design of the loan (the borrower is one contract, the analysis of the
condition of the borrower is performed exclusively by the organizer). Opportunity for the borrower to
determine the list of possible investors.

- The conditions for disclosure are determined personally by the borrower. The combination of
qualities of a closed (bank loan) and open (public) types of financing (issuance of corporate bonds). An
opportunity for a borrower to create a favorable business image in the domestic and international capital
markets.

- Simplified operation of credit prolongation. Among the minuses, it is possible to note the probable
limitation in the activity of the bank in connection with the approval of a contract for attracting a
consortium loan. These can be exaggerated conditions for observing the well-being of capital, restrictions
related to the purchase or sale of assets, the provision of audit reports under IFRS (International Financial
Reporting Standards) in the shortest possible time, and much more.

But this disadvantage, as a rule, exists when using other tools of attraction. The results of the study of
the features of consortium lending as a form of mobilizing investment resources have shown that, despite
the fact that there are risks, merging into credit consortia can have a serious impact on the process of
forming a market for financial intermediaries in the country. The effective operation of credit consortia
will enable the bank to reduce credit risks, and the borrower to mobilize credit capital to finance large
investment projects. Small and medium-sized banks will have the opportunity to participate in lending to
large investment projects, which will increase the degree of competition in the banking sector. This will
contribute to lowering interest rates and attracting reserve funds of the population, effective redistribution
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of funds in the economy and, as a result, the multiplication of investment projects and the long-term
development of enterprises in the country.

In the Republic of Kazakhstan, in the framework of the policy for the development of the banking
sector, work will continue on the implementation of the concept of development of the country's financial
sector in the post-crisis period, developed in order to eliminate errors and shortcomings identified by the
last global financial crisis. It is planned to switch to the principles of counter-cyclical regulation and
supervision, which envisage a set of measures for the formation of provisions, an increase in equity
capital, reserves and liquidity during a period of active growth of the economy and the use of accumulated
potential during a recession. In the future, it is planned to carry out work on the implementation of
international approaches to capital adequacy based on Basel III, some of which will take effect as the
economy and financial system grow steadily. It is planned to introduce additional liquidity ratios
(“Liquidity coverage ratio” and “Net stable funding ratio”), allowing to more effectively structure the
assets and liabilities of banks. As part of improving the system of forming provisions, measures will be
taken to introduce dynamic reserves, the main purpose of which is to create additional reserves during the
period of active growth of the economy and to use the accumulated potential during the recession, which
will minimize the risks in banks taking into account expected and unexpected losses.

In the Kyrgyz Republic, the development prospects of the banking sector are associated with the
stability of the macroeconomic situation in the republic. It is planned to carry out measures to ensure the
increasing role of the banking sector in the national economy, its financial stability, transparency, and
investment attractiveness. Work will continue to expand the range of banking services provided to the
population and to mobilize additional domestic resources as part of a project to introduce Islamic
principles of banking and promote it in the Kyrgyz Republic. In the Russian Federation, the direction and
pace of development of the banking sector are related to the prospects for resolving the debt crisis in
Europe. The main threat to Russian banks is indirect losses, which can be very significant in the event of
lower prices for energy resources and other goods of domestic exports, deterioration of the financial
condition of borrowers and asset quality of Russian banks. On the whole, the development of the Russian
banking sector in 2012 will substantially depend on a change for the better in the European market.
Domestic factors (GDP growth, stable domestic demand, relatively low inflation and insignificant external
debt with a high level of foreign exchange reserves) will have a positive impact on the development of the
banking sector. In the Republic of Tajikistan, the main directions of development of the banking sector in
the near future are: improving the sustainability and stability of the banking sector; stimulation of
investment activity; improving access to banking services; improving the risk management system in
credit institutions, improving methods and mechanisms for evaluating various types of risks; increasing
public confidence in banks by creating an effective consumer protection regime, improving the quality of
services, and fully disclosing information about banking products and services; creating a legal and
regulatory framework for the development of Islamic and mobile banking.

The macroeconomic situation in the EurAsEC countries over the years was characterized by the
processes of overcoming the consequences of the global financial crisis, the relative stabilization of
national finances and the formation of a number of positive trends in monetary policy and the situation of
economic entities.

Already started the first project in this area - on digital traceability. New initiatives for
implementation can offer both countries and business representatives. For the practical implementation of
initiatives, a special project office has been created in the EEC. It includes representatives of all EAEU
states with competence in the field of evaluation and analysis of proposed projects. These experts will be
in direct communication with all similar structures in the States of the Union, which will be engaged in the
implementation of country projects.

The Chairman of the EEC Board told about the work of the Commission together with the
governments of the countries of the Union on the formation of a common financial market of the EAEU
states to ensure the free movement of capital. Until 2025, it is planned to create a common financial
market, as stipulated by the Treaty on the EAEU. On behalf of the presidents of the countries of the
Union, governments, national and central banks of the Member States together with the Commission are
developing a Concept for the formation of a common financial market of the EAEU. The document will
set out the principles of its formation, the legal basis, conditions, terms, mechanisms and tools. The
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concept, of course, will reflect the development of financial innovations, the use of promising financial
technologies and their regulation in the common financial market of the EAEU in the future.

Thus, these factors deepened the disproportions in the development of national economies and social
reproduction in general, thereby limiting the possibilities for implementing an integration model related to
improving the sustainability of the development of the world economy. In addition, the need to reform the
international indicators for assessing the financial sustainability of credit institutions has increased;
streamlining and tightening the forms and methods of banking regulation and control; search for new,
more efficient activities of interstate financial regulation bodies.

Consequently, the need has arisen for a substantial revision of the banking business models associated
with the introduction of new mechanisms for the operation of financial institutions based on an analysis of
the risks of financial stability. The importance of such approaches to assessing the banking community is
directly related to the strengthening of the role of supervisory and control functions of central banks and
international financial organizations by introducing more stringent requirements for consolidating the
equity capital of commercial banks, creating reserves and insuring risks.

This, in turn, forces bank to move towards solving the complex of current problems associated with
improving the resource base structure, improving quality and reducing risks in managing banking and
investment portfolios, improving the quality of banking investments and the level of liquid assets,
tightening banking management requirements and level of financial security of information systems.

In the context of the transformation of the financial market of the EAEU countries, the banking
systems of five member countries, which currently act more as diverse participants in this market,
differing in both quantitative and qualitative indicators, require serious changes. At the same time, it is not
so much about creating a unified banking system, but rather about unifying and reforming national
banking systems.

VK 336.717
A.Il. Caauna

K.CotnaeBa atbiHnars! Ka3ak yiATTBIK TEXHUKAIBIK TEXHUKAJIBIK YHUBEPCUTETI,
3.A. TypebaeBa aTbIHAAFbI )K00aIapbl 6acKapy HHCTHTYTHI

TOYEJICI3 MEMJIEKETTEP JOCTACTbBIFbl BAHK )KYWUECI

Annotanus. Toyenciz Memiiekertep JlOCTaCTBIFBIHBIH OaHKTIK JKyHenepi YATTBHIK SKOHOMHKAHBI JaMBITyIa
JKOHE TYTacTail alFaHza dJeyMETTIK JKaHFBIPTYAa TEHrepiMCi3aiKKe he, Oy MHTETPANMSIIBLIK MOJISIBIl 1CKE achIpy
MYMKIHIITIH IIeKTeWai. ABTOpiapAblH IMiKipiHIIE, KOMMEPUUSUIBIK OaHKTEepAiH MEHIIIKTI  KalmMTajblH
HIOFBIPJIAH/IBIPYFa, PE3epBTEPAl KYpPYFa jKOHE TOyeKeJJepAi CaKTaHIbIpyFa KaTaH TajlanTtap €Hri3y apKbUlbl OaHK
OuM3HEC-MOJICNBACPIH elieysIi KaliTa Kapay KakeT Ooyiapl. ByriHTi TaHIa SKOHOMHKAHBI KaHFBIPTY Heridinge TM]]
eJIIepiHiH Kap Kbl HAPBIFBIH TpaHC(hOpMalUsIay Tajaal eTiieal, Oy HapbIKTaFrbl OPTYPJIi KaThICYIIBLIAPIbIH CaH/IbIK
JKOHE cCamlajblK KOpPCETKIIITEpiMEH epeKIIeNieHeTiH MaHbpIbel e3repictep. Ocbutaiimma, 2025 kpura Kapai
IUQpPIAHIBIPY TEXHOJOTHAChIHA HerizgenreH EADO Typanel mapTra Ke3AelnreHAeH, sSFHU, WHHOBAIUUIAD MEH
MEPCICKTUBAIBIK KaPXKBUIBIK HOPMATHBTIK TEXHOJOTHSIAPIBI KOJJIAaHY AapKBUIBI OPTAaK Kap)Kbl HAPBIFBIH KYpY
JKOCTIApJIaHBII OTHIP.

Tyiiin ce3nep: bank xytieci, Toyenciz Memnekerrep Joctacteirsr, EADO.
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Kazaxckuil HarmOHAIBHBIN HCCIE0BATENbCKUN TEXHUYECKHHA YHUBEPCUTET
M. K. CatnaeBa, HHCTUTYT ympaBieHus npoekramu uM. O. A. TypkebaeBa

BAHKOBCKHE CUCTEMBI COJAPYKECTBA HE3ABUCUMBbIX 'OCYJAPCTB

AnHoranusa. bankosckue cuctemsl ConpyxectBa HesaBucumbix ['ocygapcTB mmeer MeCTO AUCIIPONOPIMH
Pa3BUTHS HAIIMOHAIBHBIX SKOHOMHK M OOILECTBEHHOTO BOCIIPON3BOJICTBA B LIEJIIOM, YTO O'PaHWYHBAET BO3MOKHOCTH
peanM3alii WHTErpanuMoHHON Moxenu. [lo MHEHHMIO aBTOpOB, BO3HMKJIA HEOOXOIMMOCTH CYIIECTBEHHOTO
mepecMoTpa Mojeneii OaHKOBCKOro Om3Heca, IyTeM BBEICHHS 0oJee KECTKHX TpeOOBaHWN MO KOHCONHUIALNH
COOCTBEHHOTO KalUTala KOMMEpUYECKHX OaHKOB, (DOPMHPOBAHHIO pPE3EPBOB, CTPAXOBaHMIO pHCKOB. Ha
CETOHSAIIHNI NEeHb Ha OCHOBE MOJICPHHM3ALMK SKOHOMHUKH TpeOyeTcst TpaHchopmanns GpUHAHCOBOTO PHIHKA CTPaH
CHI', cepbe3Hble M3MEHEHHsI, KOTOPBIE BBICTYNAIOT B OOJBIIEH CTENEHH, KaK Pa3HOPOAHBIE YYAaCTHHUKH JAHHOTO
pBIHKA, pa3lIMyaroiuecs Kak 10 KOJIMYECTBEHHBIM, TaK M IO KaueCTBEHHBIM MoOKaszaresnsiMm. Tak, k 2025 romy
IUTAHUPYeTCsS Cco37aTh OOmui (UHAHCOBBIA PBHIHOK, uTo mpexycmoTrpeHo Jlorosopom o EADC, Ha ocHOBe
TEXHOJOTUI LM(PPOBU3ALMUMA, TO €CTh C NPUMEHEHHEM HHHOBAIMH, MEPCIEKTHBHBIX (PUHAHCOBBIX TEXHOJOTHN
peTyJIUpOBaHHUS.

Kiouesslie ciioBa: bankosckue cucremsl, Coapyskectsa HezaBucumbix 'ocynapers, EADC.
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