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1 Russia - Reason to believe 

I would like to start by giving a few illustrations of our experience and expectations as a foreign investor; both from our own and from our customers’ point of view.

The Finnish banks now being part of Nordea have been pioneering the Russian-Finnish banking co-operation since 1973, when we got the licence for establishing a representative office in Moscow within the very first group of foreign banks. For a banker the operational environment was clear-cut. You knew whom to deal with and what could be expected – rules were simple. Trust between counterparts was demonstrated by simple payment practises: collections/CAD was the instrument and our presence was mainly motivated to ensuring rapid handling of commercial documents and providing advice.

During the late 80’s the development in the USSR lead to a situation allowing foreign ownership in banks in the form of joint ventures. We took advantage of this development by establishing, together with four foreign and three local banks, the International Moscow Bank in 1989. It was the first Russian (Soviet, at that time) bank with foreign ownership.

The changes in the society obviously had their effects on this bank as well. The bank developed from the original idea of a project financing bank to a full scale universal bank and has since then continued to prosper with a large Russian customer-base. And most important: even during the most critical period of the financial crisis in 1998 the bank continued to honour its obligations towards Russian and foreign partners alike. 

The increasing business interest and especially the increasing presence of our Nordic customers in Russia has encouraged us to re-evaluate our position in the market. This autumn we therefore decided to sell our 26% share in International Moscow Bank and look for possibilities to acquire a majority owned bank. This process is now in progress and I hope that we will be able to announce some news in the near future. It is important to stress that we are not leaving Russia, on the contrary. We want to have an operation of our own in the country.

2 Russia - Beyond reasonable doubt

The themes for our session emphasise the principles of state and private sector partnership, investment climate and foreign direct investments.

For us and for most of the investors the stability is important, but even more important is the direction. The investor needs to understand the drivers of the society and the drivers of the economy. For serious business any game needs clear rules. Capital can be defined greedy but the other side of the coin is that capital can be defined as a coward. It will not stand for unpredictable circumstances and finally it will fly away when signs of danger – what so ever – loom at the horizon.

A prudent banker or any investor needs a framework of investment criteria:

i) clear legal framework for ownership

ii) transparent taxation rules

iii) free and open competition rules

iv) functioning banking supervision

I Clear legal framework for ownership

The clarity of ownership protects first of all the owner and secondly anyone having obligations to or from the company. It is desirable for most of us (except maybe for some lawyers) if this framework would be easy to establish and implement. 

The issue of ownership is vital to bankers also due to the Know-Your-Customer and Anti-Money-Launder focus in today’s business environment. We simply need to know with whom we are dealing.

In a huge country like Russia, establishing and harmonising the legal framework is a challenge; implementing it in the same way throughout the different regions of the country is probably even more cumbersome than we can imagine.

From our point of view and based on our own experience the solution would be to reduce complexity – for Nordea this has been on our agenda from the very creation of the bank and it still is.

II Transparent taxation rules        

Taxation is a hot potato in today’s Russian business. Clear taxation practise is a precondition for anyone doing business and planning investments in a country. One can only underline that transparency is crucial especially now when power/ownership structures are being built and the state and private sector partnership seeks its shape. Clear tax rules are not only necessary from the bank’s own perspective, but also when evaluating risks we take on our customers. Our customers’ tax problems may become our problems if they are not able to meet the sometimes arbitrary claims that has been experienced.

We also need clarity on how different products are tax-treated. The choice between traditional lending and leasing is often motivated by tax implications. Entrepreneurs need to work on a safe and solid ground and therefore the rules have to be clear throughout the apparatus from top to the local tax collector.

III Free and open competition rules

Foreign investors expect a fair play. The rules need to be the same to all players. There are, of course, segments of industries that are safeguarded in any society worldwide; for example, defence related or some strategic segments, where the state needs or wants to influence. But, investors expect predictability, rule of law and honouring of made agreements. If we are invited to develop a segment of the business when local resources are not sufficient, we need to be able to compete on a level playing field.

And it is not only the rules, it is the interpretation of the rules and finally the implementation of the rules as well. The law or rule should not be used selectively depending on the local government or even the individual civil servant.

IV Functioning banking supervision   

We believe that banking supervision is needed in order to safeguard the public’s trust in the financial system. But the supervision must not be concentrated more on format than substance. Therefore the goal of the Bank of Russia should be to shift the regulatory approach to in-depth qualitative analysis from reports-led monitoring. 

As there are also less serious players on the market the Bank of Russia has had challenges in enforcing regulations. We certainly would want this task to be done with highest professional standards. The health and wealth of the whole banking sector is in our interest.

Without going to the substance of today’s session 3 on the actual banking reform, one can only note that the Bank of Russia in recent years has launched a number of initiatives to address the regulatory deficiencies and is on the way to tackle several measures to bring the Russian regulatory principles closer to international standards. This is a development we very much welcome.

	


	



