The National Wealth Fund will become the major source of
the federal budget deficit coverage in 2018 with projected
outflows exceeding RUR 1 trillion.
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State Policy Developments
The Government plans extra growth of excise duties for
gasoline in 2018 in order to finance selected road
construction projects
On September 18, 2017, Vedomosti newspaper reported on
approval of increase in excise duties for gasoline in 2018 by
the Russian Government totaling RUR 1 per liter to be
implemented in two stages (RUR 0.5 starting from January
1 and RUR 0.5 starting from July 1, 2018).
The indicated increase substantially exceeds planned
indexation of excise duties for the inflation rates in 2018
provided by the Russian Budgetary Code (4% or RUR 0.3
per liter of gasoline and RUR 0.23 per liter of diesel fuel).
The additional budgetary revenues are estimated in the
range of RUR 40-60 billion for 2018 to be directed for
implementation of a number of infrastructure projects
(road construction) in Crimea, the Kaliningrad region and
the Far East. Tavrida highway in Crimea that shall connect
the cities of Kerch and Sevastopol and Primorskoe Koltso
highway in the Kaliningrad region were mentioned among
the projects to be financed. The cumulative revenues from
the planned growth in excise duties may reach RUR 220
billion for 2018-2020.
Dedicated article by Vedomosti newspaper: Original (Rus)|
Google Translate
The Government approves the draft of the federal
budget for 2018-2020
On September 18, 2017, the mass media reported that the
Russian Government finally approved the draft of the
federal budget for 2018-2020, which was proposed by the
Russian Ministry of Finance. The draft will be further
delivered to the Russian Parliament for consideration.
In the coming years, the Government aims to proceed with
the fiscal consolidation policy retaining expenditures nearly
at the same level in the real terms, while sticking to
conservative projections when it comes to the budgetary
revenues. This will allow keeping the budgetary deficit at
the level below 1% starting from 2019.
The Russian budgetary revenues have been approved at
RUR 15.18 trillion in 2018, RUR 15.55 trillion in 2019 and
RUR 16.28 trillion in 2020.
The federal budget outlays are projected at RUR 16.51
trillion in 2018, RUR 16.42 trillion in 2019 and RUR 17.24
trillion in 2020.
The deficit of the federal budget is estimated at RUR 1.33
trillion in 2018 (1.37% of GDP), RUR 0.867 trillion in 2019
(0.84% of GDP) and RUR 0.96 trillion in 2020 (0.87% of
GDP).

The Government intends to decrease the domestic
borrowings in 2018-2019 by reducing the planned volume
of issues of the federal bonds (OFZs). For 2018 the volume
of issues was reduced from RUR 1.1 trillion to RUR 0.868
trillion, while for 2019 it was cut to RUR 0.87 trillion.
However, for the year 2020 the domestic borrowings
unexpectedly increase to RUR 1.34 trillion.
In opposite, the external borrowings are projected to grow.
The Ministry of Finance plans issuing 30-year Eurobonds
for USD 7 billion annually.
The budget draft assumes dividend payments to the budget
from the state-controlled companies equal to 50% of their
net income. The budgetary revenues from dividends are
planned at the level slightly exceeding RUR 400 billion
annually.
The revenues from privatization have been stated at minimal
level in the new budget, probably reflecting the
conservative approach to revenues’ planning and the
confidence in availability of other sources of the budgetary
deficit financing.
The draft also assumes a minor decrease in defense outlays
from RUR 1.021 trillion to RUR 0.943 trillion.
The draft law on the federal budget in 2018-2020 at website
of drafts of the Russian legislative acts: Original (Rus)

Business Environment
Another large bank to be bailed out in Russia
On September 20, 2017, the Russian Central Bank informed
that it received a bailout request from the owners of
Binbank, the 12th largest Russian bank by assets and 7th
largest bank by deposits. The bank, which is controlled by
Mr. Mikhail Gutseriev and Mr. Mikhail Shishkhanov
representing one Russian oligarch family, asked for
initiation of the bailout procedure using the Fund of
Consolidation of the Financial Sector similarly to the recent
Otkritie case.
The problems of Binbank concerned primarily the bank’s
inability to manage bailouts of Rost Bank and MDM bank. In
2015, Binbank was appointed the bailout manager for the
mentioned banks and was provided with loans from the
Deposit Insurance Agency in order to complete the
procedure. Referring to comments of the owners, the bank
was not successful in its efforts facing deteriorating market
conditions.
The state acts as a new shareholder in the recent bailouts of
Otkritie and Binbank confirming that under this scheme the
banks shall go private again after completion of their
rehabilitation, which is to take 6-8 months under
announced estimate of the Russian Central Bank. However,
the experts indicate that the process is likely to take much
more time, and there are substantial risks for the Russian
banking system related to increasing share of the state.
Dedicated article in Bloomberg: Original (Eng)
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