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DEMAND FOR VEB.RF BONDS WILL GROW AS
REGULATIONS ON BANKS’ CAPITAL ARE EASED
State Corporation VEB.RF: higher potential for raising funds
On August 16, 2021, the Bank of Russia published a press release in which it
announced the approval of amendments to Bank of Russia Instruction No. 199-I “On
Banks’ Required Ratios and Capital Adequacy Buffers for Banks with a Universal
License”. The amendments concern regulatory requirements for assessing banks’ risk
in relation to State Development Corporation “VEB.RF” (hereinafter, VEB.RF, ACRA
rating AAA(RU), outlook Stable).
According to the amendments, when calculating prudential ratios, the weighting of
all ruble-nominated and funded credit claims against VEB.RF involves a risk ratio of
20%.
Given the fact that previously, according to VEB.RF, this risk ratio amounted to 100%1,
part of the capital of banks that have invested in bonds or provided financing to
VEB.RF, will be released.
According to VEB.RF, it has 23 outstanding ruble-denominated long-term bond issues
to a total of RUB 405.6 bln, investments in which the aforementioned regulatory
amendments will apply. However, VEB.RF states that more than half of the holders of
these securities are Russian banks. Taking into account the significant reduction of
risk ratios for the ruble debt instruments of VEB.RF, and, as a result, the freeing-up of
banks’ capital, demand for these instruments may increase as banks will be able to
purchase RUB bonds of VEB.RF worth about RUB 800 bln2. At the same time, the cost
of VEB.RF’s funding may decrease.
In view of the fact that, in accordance with its new development strategy until 2024,
VEB.RF plans to disburse RUB 3 tln to finance projects with a total value of RUB 17 tln,
the reduction of risk ratios looks timely and will help VEB.RF to raise funds in the
market.
In ACRA’s opinion, VEB.RF bonds will be in high demand among the largest Russian
banks, especially those in which the state holds an equity share. Privately owned
1

Previously, a 20% ratio was only applied to short-term (up to 90 days) ruble-denominated claims on VEB.RF, as well
as to ruble-denominated claims on third parties under guarantees (sureties) provided by VEB.RF.
2
This assessment only takes into account amendments to Instruction of the Bank of Russia No. 199-I dated November
29, 2019. It does not include the effect produced by the Bank of Russia’s plans to include VEB.RF’s ruble bonds in the
list of level 2A highly liquid assets as per of Bank of Russia Ordinance No. 421-P dated May 30, 2014 “On the Procedure
for Calculating Short-Term Liquidity (Basel III)” and the list of low-risk securities as per Bank of Russia Ordinance No.
511-P dated December 3, 2015 “On the Procedure for Calculating Credit Risk by Credit Organizations”.
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banks seek higher margins, and therefore they are less interested in government and
quasi-government instruments. Although the yield on VEB.RF bonds is higher than
that on OFZ bonds, it is still less attractive compared to the yield on corporate
securities.
The regulatory standards applicable to systemically important banks include a 3.5 p.p.
add-on to the minimal mandatory ratios (2.5% is the capital adequacy maintenance
add-on, 1% is the systemic importance add-on). A number of the largest banks,
despite the need to comply with the standards (including add-ons), are nevertheless
interested in such instruments as VEB.RF bonds. In addition, the presence of such
bonds on banks’ balance sheets increases capital adequacy ratios and liquidity
indicators.
At the same time, VEB.RF may raise about RUB 800 bln only over a long-term horizon
in view of the limited amount of free cash available to banks, their desire to
maintain/increase margins, the absence of significant problems in terms of
compliance with capital adequacy and liquidity ratios and indicators, as well as
possibly a somewhat lower yield on VEB.RF bonds compared to the yields on bonds
of other issuers.
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The Analytical Credit Rating Agency (ACRA) was founded in 2015, with its 27 shareholders representing major Russian
corporate and financial institutions and its authorized capital exceeding RUB 3 bln. ACRA’s main objective is to provide
the Russian financial market with high-quality rating products. Methodologies and internal documents of ACRA are
developed in compliance with Russian legislation and with regard to global rating industry best practices.
The provided information, including, without limitation, credit and non-credit ratings, rating assessment factors,
detailed credit analysis results, methodologies, models, forecasts, analytical reviews and materials, as well as other
information placed on the ACRA website (further referred to as Information), coupled with the ACRA website software
and other applications, are intended for information purposes only. Information must not be modified, reproduced
or distributed by any means, in any way or form, either in whole, or in part, in marketing materials, as part of public
relations events, in news bulletins, in commercial materials or reports without prior written consent from, and
reference to, ACRA. Any use of Information in violation of these requirements or the law is prohibited.
ACRA credit ratings reflect ACRA’s opinion about the ability of a rated entity to meet its financial obligations or about
the credit risk of individual financial obligations and instruments of a rated entity at the time of publication of the
relevant Information.
Non-credit ratings reflect ACRA’s opinion about certain non-credit risks assumed by interested parties interacting
with a rated entity.
The assigned credit and non-credit ratings reflect all material information pertaining to a rated entity and known by
ACRA (including the information received from third parties), the quality and reliability of which ACRA considers
appropriate. ACRA shall not be responsible for the accuracy of information provided by clients or relevant third
parties. ACRA does not audit or otherwise verify the provided data and shall not be held responsible for their accuracy
and completeness. ACRA conducts rating analysis of information provided by customers using its own methodologies,
with the texts thereof available on ACRA’s website — https://acra-ratings.ru/criteria/?lang=en.
The only source that reflects the latest Information, including the one about credit and non-credit ratings assigned by
ACRA, is ACRA’s official website — www.acra-ratings.ru. Information is provided on an “as is” basis.
Information shall be considered by users exclusively as ACRA’s statement of opinion and must not be regarded as
advice, recommendation or suggestion to buy, hold or sell securities or other financial instruments of any kind, nor
shall it be viewed as an offer or advertisement.
Neither ACRA, nor its employees and persons affiliated with ACRA (further referred to as the ACRA Parties) provide
any direct or implied guarantee expressed in any form or by any means regarding the accuracy, timeliness,
completeness or applicability of Information for making investment and other decisions. ACRA does not act as a
fiduciary, auditor, investment or financial advisor. Information must be regarded solely as one of the factors affecting
an investment decision or any other business decision made by any person who uses ACRA’s information. It is
essential that each of such persons conduct their own research and evaluation of a financial market participant, as
well as an issuer and its debt obligations that may be regarded as an object of purchase, sale or possession. Users of
Information shall make decisions on their own, involving their own independent advisors, if they deem it necessary.
ACRA Parties shall not be responsible for any action taken by users based on Information provided by ACRA. ACRA
Parties shall under no circumstances be responsible for any direct, indirect or consequential damages or losses
resulting from interpretations, conclusions, recommendations and other actions taken by third parties and directly
or indirectly connected with such information.
Information provided by ACRA is valid only as of the date of preparation and publication of materials and may be
amended by ACRA in the future. ACRA shall not be obliged to update, modify or supplement Information or inform
anyone about such actions, unless the latter was recorded separately in a written agreement or is required by
legislation of the Russian Federation.
ACRA does not provide advisory services. ACRA may provide additional services, if this does not create a conflict of
interest with rating activities.
ACRA and its employees take all reasonable measures to protect all confidential and/or material non-public
information in their possession from fraud, theft, unlawful use or inadvertent disclosure. ACRA provides protection
of confidential information obtained in the course of its business activities as required by legislation of the Russian
Federation.
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