LIFE AFTER THE CRISIS

By Eddie Astanin, Chairman of the Executive Board, National Settlement Depository

In the past three-five years, the focus of attention for most global investors was quite far

from the fundamental shifts occurring in the financial markets. We have seen the crash

of the financial system that existed until 2008, little appetite for risks in conditions of

. widespread turbulence, the dramatic situation in Europe where an unjustified apocalyptic
3 itude has been replaced with groundless optimism, and loud calls to tighten belts have

investor will see regarding Russia — a gap between the fundamental

1 the role played by the Russian financial market in the post-crisis

and the situation with state finances is impressive. According to a
.br’s approach, such a gap is a cause to analyze the disbalance. Moreover,
nsiders Moscow as one of the ten global financial centers with the best outlook for
ening their positions.

ting in Russian assets are quite high. However, it is worth remembering that
ask of investors is to assume risks at an attractive price. Given the fundamental
reduction of infrastructural risks, post-crisis Russia may become very attractive for global

investors.

When I speak about fundamental mitigation of Russia’s infrastructural risks, I speak not as
a chief of a central settlement organization. This is more likely the position of our Western
colleagues. When they discuss the rate and depth of changes which have occurred during
the past three years, they use words such as “gigantic” and “impressive” more and more
often. I have to stress that this does not mean that they are completely happy with our
market’s structure. But it is clear that the professionals, who know how long the formation
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of such infrastructure takes, are clearly impressed with the rate of change.

What changes have occurred in Russia in the past few years? First of all, the central
securities depository which importance had been emphasized by our foreign colleagues
for the past ten years has finally been created. But it is not enough to create a universal
recordkeeping and settlement organization; we need to make it efficient and safe, to get
market recognition regarding the correctness of the selected model, to create conditions
for the inflow of new investors to the market and successful competitiveness in the global

context. Today we can proudly say that all these tasks are being addressed in Russia g
successfully. ) ‘
-~y

Speaking about efficiency and safety, it needs to be remembered that in j !

half years we succeeded in integrating the biggest settlement institutions )
the infrastructure to operate as a central securities depository. The next s such as
assets transfer, opening nominee CSD accounts in registers, preparation ger the mass
conduct of corporate actions in the CSD regime — all this is being unde en smoothly,

'Iof infrastructural

without interruption. The newspapers do not write about the absence
problems, however professional participants in the market understand that we have made
a great work on the infrastructure’s technological modernization, funing, stress testing
and interacting with dozens of financial institutions in Russia and 6ad. And this work
has been accomplished in a very short period. |

i

But has this infrastructure been recognized by the market? Certainl}%ii as. By late March

2013 jointly with registrars and the largest custodians we completed mass transfer of

assets to the central securities depository; 1,200 issuers’ securities wete involved in this
process. Finally, today assets worth RUBI1S trillion are kept in NSD’s accounts. This means
that the great number of investors and largest financial institutions of orld in fact
have recognized the eligibility of Russia’s CSD and its compliance with Tf7. A few
months after NSD obtained CSD status, investors decided to transfer their asséts to our
depository. These are billions of dollars. Representatives of custodians say that their clients

had no doubts about the reliability and efficiency of our infrastructure. -

At the same time, Euroclear and Clearstream, the biggest international depositories,
opened their accounts with NSD after long and thorough due diligence; this means they
recognized our infrastructure as efficient and reliable. The launch of operations in these
accounts allowed a significantly reduced yield on governmental securities and led to a
genuine rally in the OFZ market due to revaluation of the risks arising from Russian
financial infrastructure and new opportunities for operations with these assets. It is worth
adding such developments as the creation of the trading repository, launch of a trilateral
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repo with the Bank of Russia, and the formation of a regional settlement hub through
the joint efforts of central depositories- AECSD members. All this has helped attract new
investors to the market and Russia’s growing competitiveness in a global perspective.

I have to note that we never hide our intention to develop on the basis of trends and
technologies widely used all around the world. We discuss our every step with the leading
global financial infrastructure organizations in order to implement the most efficient and

B latest approaches to providing services to investors in Russia. This allows us to say that

veen doing this during the past ten years, as we thought that major
dertaken only in global markets. It led to the situation where a few
panies do not have any other choice except to seek funds where

e rules accepted in the global financial world.
'

o
_.'
e increased interest in Russia related to the launch of the CSD contributes to

1derstanding of how to break the deadlock. I see the need in steady and sustainable
ement towards opening the market and integrating it into the global financial system.
government should and must provide opportunities for the attraction of international
ts in Russian assets here, in Russia, demonstrating these opportunities by the
of privatization of state assets through IPOs. If our intentions are implemented,
and the government shows their commitment to this development model, I am sure
that the modernized infrastructure of the Russian market will contribute to the higher
competitiveness of our country in fighting for global investments even in this decade.
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