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AHHOTAUA

K MarucTepcKoOM JUCCEPTALNH
Ha Temy «Pe3epBHble TpeboBanust EBponelickoro LlentpansHoro banka u LlentpansHoro
banka Poccuu - cpaBHenue» («The Reserve Requirements Policy of the European Central
Bank and the Central Bank of Russia - a comparison»)
MaructpanTa MHctutyra OxoHomuku 1 Menemxkmenta HUU TI'Y
IOpneBoit JIunun AHaTOIHEBHBI

O6bem maructepckoit nuccepranuu 40 cTpaHuil, BKIOYas 3 puCyHKa U § TaOIuII.
[Ipu Hanucanuu nuccepTaliy UCIOJIb30BaIOCh 14 nctouHukoB. MccnenoBanue n3nokeHo Ha
AHTJIMHACKOM SI3BIKE.

KuroueBble cjioBa: pe3epBHbIE TpeOOBaHUs, 00s3aTEeIbHBIE pe3epBHBIC, H30BITOUHBIC
pesepsbl, EBponelickuii LlenTpanbhubiil bank, [lentpansusiii bank Poccun.

JlanHOoe wWccneOBaHUE HAMpPaBJIEHO Ha M3YYeHHE OCOOCHHOCTEH TIOJMTHKU
Hentpansuoro banka Poccuu (IIBP) u EBpomnetickoro Ilenrpansnoro banka (ELIB) B chepe
pe3epBHBIX TpeboBaHMii. V3ydaioTcss OCHOBHbBIE XapaKTEPUCTUKU U MOHSTHS, IPUMEHSIEMbIE
B Ka)KII0W OAHKOBCKOI CHCTEME.

OcgemiaroTcst hyHIaMEHTAJIbHBIE XapaKTEPUCTUKH PE3EPBHBIX TPEOOBAHUI B KaXIOM
M3 CIy4yaeB, a TaKkXkKe IPOBOJUTCS HUX CpaBHEHHE. BBIIEIAIOTCS OCHOBHBIE CXOXHE U
OTJIMYUTEIIbHBIE YEPThI, U POPMYIHUPYETCS COOTBETCTBYIOIINI BBIBOJ. Takxke B 3TOM padoTe
MIPOBOJUTCS UCCIIEIOBaHHE M30BITOUHBIX PE3EPBHBIX KPEOUTHBIX opraHuszanuii EBporsl u
Poccun. Uccnemyemsiii mepuoa 2005-2017 nenutcs Ha 3 yCIIOBHBIC YacTH: JI0 KpU3HCa, BO
BpeMsl KpU3Hca U 1ociie Kpusuca. J[aHHoe paszeneHue BBOJIUTCA ISl JIy4UIEro MOHUMAaHMS
MOBEACHUS KPEIUTHBIX YUPEKICHUM M IEHTPaIbHOrO OaHKa B YCJIOBHSIX SKOHOMHYECKOMN
HanpsbkeHHOCTH. OCHOBHAs MPUYHHA OTJEIBHOTO U3YYEHHUS U30BITOUHBIX PE3EPBOB COCTOUT
B TOM, YTO UMEHHO OHHU OTPaXKAIOT pealbHbIE pecypchl 0aHKOB, CBOOOJHBIC AJISI CO3MaHUS
KpEAUTOB JUId OpraHu3anuii u ¢usnueckux ul. V30bITOYHBIE pPE3EpBbl MOKA3BIBAIOT
pealibHble KPEAUTHBIE BO3MOXKHOCTH OaHKOB U OTPaXKalOT COCTOSHUE HX CBOOOJHOM
nukBHIHOCTH. B EBpore M30bITOUHBIE pe3epBbl — OJMH M3 OCHOBHBIX MapaMeTpoOB aHaln3a
OaHKOBCKOW CHCTEMBI, B POCCHUICKON K€ pealbHOCTH H30BITOUHEE PE3EPBBI HE SABISIOTCSA
BA)KHBIM HaIIpaBJICHUEM JJI1 U3YyUEHUSI.

AKTyallbHOCTh ~MAarucTEepCKOM UCCepTalMi OTpakeHa B  (yHIaMEHTaIbHOM
3HAYEHUU TIOJUTHKU PE3epPBHBIX TPeOOBaHMIA ii OAHKOBCKOW CHCTEMBI IFOOOUW CTpaHbI.

Pe3epBHLIC TpeGOBaHI/IH ABJIIIFOTCA OJHHUM H3 OCHOBHBIX HWHCTPYMCHTOB MOHCTapHOﬁ



nouTHKH. C TOMOIIBIO PE3epBHBIX TPEOOBAHUI KOPPEKTHPYETCS NPEIOKEHUE JICHET B
CTpaHe U ero Kpyroo0OopoT. 3a cyeT M3MEHEHHUs CTaBKH PE3EpBOB U PE3epBHOIM 0a3bl
M3BIMACTCS M3JUIIHSAS JUKBUIHOCT, W3 000poTa, M HAOOOPOT, M00ABISIETCS, B Ciydae
HexBaTku. Jlaxke HeOOJbIlIOe W3MEHEHUE B ITHX OCHOBHBIX 3HAYEHMM MOXKET MPUBECTH K
pasvKalIbHOMY U3MEHEHUIO KOJIMYECTBA CBOOOHOM JINKBUAHOCTH OAHKOB.

Teopernko-mMeTogonoruueckod  0a3oil  AMCCEpTallMM  CTAIM  HAyYHBIE  TPYHBI
3apyOEKHBIX W OTEYECTBEHHBIX YYCHBIX 10 TEOPHHM M TPAKTUKE NMPUMEHEHHs pPe3epPBHBIX
TpeOOBaHUH B TMOJIUTHUKE LEHTPAJbHBIX OaHKOB. Nnpopmanmonnast 0aza paboTh
npeacrabieHa AaHHbIMHA LlenTpansHoro banka Poccum m EBpomnelickoro LlenTpanbHOro
banka.

B xoze uccnenoBaHus KMCMOJIB30BATUCH HAYYHBIE METO/bI HAOIIOACHUS, CPABHEHMS,
IPYNIUPOBKH,  CTATUCTUYECKHE  METOJAbI, Trpaduyeckuil  MeTOJ  MperoCTaBlICHUs
nH(pOpMaLUK, METOIb aHAJIN3A U CUHTE3a, METOAbl MHAYKIINHU U JACTyKIIHH.

Hayuynas HOBH3Ha wHccleIOBaHUS COCTOMT B MPEAJIOKEHHOM CIOcoOe pacyera
M30BITOYHBIX PE3EPBOB HA OCHOBE CTAaTUCTUYECKHUX JaHHBIX, npeacraBieHHbIX [[BP. [IBP ne
OCYILIECTBIISICT OTAEIBHOTO ydeTa M MOHUTOPHMHIA H30BITOUHBIX PE3EPBOB KPEIUTHBIX
YUPEXAECHUH, 0ITOMY JUIs Liesiel paboThl ObLI MPEAIOKEH BO3MOXKHBIM BapHaHT UX pacuera
U aHaJIN3a.

Maructepckas nuccepTranus BKIOYaeT B ce0sl BBEIEHHUE, JBE IJIaBbI, 3aKIIIOYECHHUE,
CIIMCOK JINTEpPAaTypbl M NPWIOKEHUA. B mnepBoil TIiaBe ONMCHIBAIOTCA OCHOBHBIE
XapaKTepUCTUKU PE3ePBHBIX TPeOOBaHUH, CylIeCTBYIOIINE B OaHKOBCKOM crcteme EBporbl u
Poccun. Bo BTOpol 4YacTH NpPOBOAMUTCS pacdyeT M CPABHEHUE IOBEAEHUS H30BITOYHBIX
PE3EpBHBIX B pa3pe3e 3-X BPEMEHHbIX IPOMEXKYTKOB (10, BO BpeMs M IOCIEe Kpu3Hca), a
TAaKXKE PACCUUTHIBAIOTCS OCHOBHbBIE CTAaTUCTUYECKUE I10KA3aTeld, HEeoO0XOJuMble Ul

aHaJIn3a.
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1 Introduction

A very weighty role in the economic relations of each country is played by the
Central Bank. Central banks have significant power of influencing the country’s economy via
monetary policies. They have a great responsibility in choosing the strategy to reach the goals
of monetary policy and also in the choice of the procedures of this policy. The main aim of
this paper is to focus on one of such procedure or instruments. Reserve requirements are
considered to be one of the traditional monetary policy instruments along with the
refinancing rate and open market operations. Reserve requirements represent a percentage of
liabilities of a commercial bank that they are obliged to maintain in central bank accounts.

In modern practice, minimum reserve requirements are used primarily as monetary
instruments to solve long-term problems of stabilizing the amount of money in circulation
and to fight inflation or deflation. Reserve requirements are also used to limit the growth of
the money supply and regulate the demand for bank reserves. This tool of monetary policy is
powerful, but rather rough, because it affects the fundamentals of the entire banking system.
Even a slight change in the norms of reserve requirements may cause significant changes in
the amount of bank reserves and lead to a modification of the credit policy of commercial
banks.

The main objectives of this research project are:

1) To characterize the rules and particular features of reserve requirements
implemented by the Bank of Russia and European Central Bank;

2) To study the procedures of the implementation of mandatory reserves on the basis
of legislative and instructive material of the Bank of Russia and European Central Bank;

3) To investigate how banks maintain their required and excess reserves before,
during and after the worldwide financial crisis;

4) To highlight similarities and differences in the behaviour of the CBR and the
ECB.

The data necessary for this project is provided by European Central Bank and
Central Bank of Russia in open access on the official web-sites of such authorities.

Therefore, by studying legal basis of such activities of central bank and relevant
publications on the topic, as well as the data provided by the two central banks, we expect to
gather necessary information to compare the reserve requirements policy of both central
banks, as well as to compare how the credit institutions in Russia and Euro Zone hold their

IeServes.



The paper is organized as follows: section 2 presents literature review, section 3
presents a description of Reserve requirements system in Euro Zone and Russia, section 4
presents a comparison of how European and Russian Central Banks hold their reserves in

2006-2018 and finally, section 5 presents the conclusions of the paper.



2 Literature review

The need to maintain reserves in case of an unforeseen cash outflow was taken into
account even long time ago by the predecessors of modern credit institutions: money
changers, moneylenders, bankers' houses, etc. Later, when classical commercial banks
appeared, but state regulation was in its infancy, the features of banking production (for
example, the need for liquidity insurance of credit institutions) required the banker to have a
certain amount of reserves, primarily cash. The size of such reserves was determined by the
intuition of the banker, and reserves were kept directly at the cash desk of the credit
institution.

In the early 19th century, the attention of central banks was concentrated on the
policy of interest rates (short-term bank rate). Reserve Position Doctrine (RPD) came to
replace this model. The RPD appeared in the USA in 20" century and according to it a
central bank should use open market operation (OMO) to steer reserve concept, which would
impact via the money multiplier on monetary aggregates and ultimate goals. For the purposes
of monetary policy the RPD moved the role of short-term interest rates to the background and
began to concentrate more on excess reserves. Thus, it was assumed that banks are more
active in issuing loans when their reserves are high, and slowing down the activity when the
level of reserves is low. Open market operations were conducted with the primary purpose of
controlling the level of excess reserves(Ulrich, 2004).

Feinman (1993) names two ways of keeping reserves. The first way of keeping
reserves is by having reserves directly in cash (known as vault cash) and the other one is in
the balances of the Federal Reserve. The author claims that commonly depository institutions
are able to satisfy all of theirs reserve requirements only with vault cash. Those who are not,
they need to maintain deposits, called required reserve balances, at the Federal Reserve which
are a percentage of the total amount of deposits. The reserves are held in the form of vault
cash and deposits at the central bank.

Zhilan (2010) claims that for the first time, reserve requirements were submitted in
the United States in 1913 when the Federal Reserve was created. Initially, the minimum
requirements were used to achieve narrower goals, in particular, to maintain the proportions
between the borrowed funds and own funds. In some cases - in the Federal Republic of
Germany and Japan since the beginning of the 1970s, in Spain since the late 1970s - reserve
requirements were considered primarily as a method of influencing the liquidity of the

banking system. At the present time, there is a growing tendency to use reserve requirements
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as a method oriented toward global domestic economic goals, creating favorable conditions
for using finer instruments for regulating monetary circulation.

Gray S. (2011) focuses on the three main purposes for reserve requirements —
prudential, monetary control and liquidity management. Prudential purpose taking us back to
the gold standard where commercial banks were limited directly by reserve balances or by
another bank that was holding gold reserves. Monetary control defines how reserve
requirements can restrict the growth of balance sheet and the ability of central bank to vary
the level of reserve requirements for the purpose of managing inflation. Liquidity
management includes passive form, which can be applied if reserve requirements can make
average over one period, and active form, where central bank involve reserve requirements
rates to manage reserve surplus and demand and supply of reserves.

According to Sokolova (2010) the RR in the Russian current baking systemare
recognized as the mandatory reserve standard that establishes the amount of the guarantee
fund of a commercial bank that ensures the reliable performance of its obligations to
customers. Also, the reserve ratio depends on the different factors, for example the size of the
bank itself: the larger it is, the higher the norm. She mentions that the change in the amount
of mandatory reserves affects the volume of the money supply not only by regulating the
credit possibilities of commercial banks, but also by means of a bank multiplier. The bank
multiplier allows determine the amount of money that can be created by the bank.

Novashina (2016) claims that for the point of view of a bank the reserve requirement
it is an abstract, inactive, not efficient resource. For creditors it is a form of guarantee of
return of a part of the resources invested in the bank. Finally, for the central bank reserve
requirements is a tool to ensure the liquidity of the banking system and the source of
repayment of the bank'’s obligations to depositors when revoking a license.

Frolova and Kardamonova (2015) in their work mention that essentially, reserve
requirements are established on the liabilities of credit institutions and serve as a mechanism
for regulating the liquidity of the banking sector, and can also be established to monitor
monetary aggregates, which helps maintain the money supply in the country at a certain level.
Central banks influence the change in the money supply and the liquidity level of the banking
sector by modifying reserve requirements based on liabilities.

Nowadays, according to information on the Official web-site of European Central
Bank, the minimum reserve requirements for credit institutions are applied almost in all
countries with market economies, with the exception of Australia, Canada, Sweden, the UK,

New Zealand and Hong Kong. These countries don’t have required reserve ratios (or RRRs)
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or we may say that RRR equal to zero. However, this does not mean that the banks of these
countries can create money indefinitely. They are limited by the requirements for the level of
capital. Central Banks of those countries believe that they are much more effective than
reserve liabilities.

In the global economy, there is a general tendency to move away from the active use
of reserve requirements by the Central Banks as a regulatory tool. This refusal is caused by
the presence of such specific properties as inflexibility and inability to operatively influence
the credit market. We can name some of disadvantages:

- The RR’s "inflexibility" means that frequent changes in the norms of
mandatory reservation destabilize the activities of credit institutions. Even small adjustments
to reserve norms have a significant impact on the levels of bank reserves, which are important
variables in the financial planning of credit institutions

- The mechanism is not adapted for short-term liquidity regulation

- A significant obstacle in the way to lending of enterprises and organizations is
the high cost of credit resources. One of the reasons that affect the cost of credit resources are
reserve requirements. The mechanism for fulfilling reserve requirements is not very effective
in a way that it causes banks to keep additional funds without use. Thus, it reduces the

effectiveness of the banking business.



3. Description of minimum reserves in Euro Zone and Russia

In the majority of countries with a market economy central banks use the system of
reserve requirements in the process of monetary regulation. Reserve requirements represent a
certain part of the second order bank's money, which they are obliged to keep as reserves
deposits in the central bank accounts. These reserves are mandatory. At the same time,
commercial banks may also have voluntary or excess reserves that are commonly stored on
the same account with mandatory reserves and represent an amount of funds exceeding them.
Therefore, the required reserves were called the minimum reserves.

For the work to be considered valid have been studied a lot of the law literature,
legal and regulatory press publications. Such documents are extremely important because
they determine the current basis on which the further policy of banks is built. They are
officially provided by the main economic and financial authorities or by the state. For the
case of Europe were observed Treaty on European Union (TEU), Protocol (Ne4) on the
statute of the European system of central banks and of the European central bank which is
annexed to the TEU, European Council Regulation Ne2531/98, ECB Regulation Ne2818/98
on the application of the reserve system (ECB/1998/15) with amendments, The
Implementation of Monetary Policy in the euro Area (2011), General Documentation on
Eurosystem monetary policy instruments and procedures. For the Russian Federation the
main references are an Article 75 of the Constitution of the Russian Federation establishes a
special constitutional and legal status of the Central Bank of the Russian Federation, Federal
Law No. 86-FZ of July 10, 2002 "On the Central Bank of the Russian Federation (Bank of
Russia)"”, Bulletin of the Bank of Russia which published by Central Bank and determine the
amount of required reserves. These documents define the legal framework which is used in
the Euro area and in Russia concerning central banking and reserve requirements features in
particular.

In this paper we analyze the RR policy of European Central Bank (ECB) and the
Central Bank of Russia (CBR).

3.1 The Reserve Requirements of ECB.
Since January the 1%, 1999 the ECB has been conducting a unified monetary policy
in the Euro Zone. The countries of the euro area transferred to the European Central Bank all

the powers in the field of monetary policy, including the decisions on the amount of issuance



of bank notes and the level of the key interest rate. The legal basis for a unified monetary
policy is the Treaty on European Union (TEU) (as amended).

The expression "Euro system™ means the ECB and the national central banks (NCB)
of those member countries that have euro into circulation. The expression "Euro zone" means
a space consisting of EU member states that have already introduced the euro into circulation.

The members of EU that have euro as official currency are Austria, Belgium,
Cyprus, Estonia, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania,
Luxembourg, Malta, the Netherlands, Portugal, Slovakia, Slovenia, and Spain.

The European Union countries that do not use the euro are Bulgaria, Hungary,
Denmark, Poland, Romania, Croatia, Czech Republic and Sweden.

The national central banks of those EU member states that have not yet introduced
the euro into circulation do not participate in monetary policy decisions for the Euro Zone,
and such national central banks do not participate in the practical implementation of such
decisions.

Protocol (Ne4) on the statute of the European system of central banks and of the
European central bank which is annexed to the TEU applied that since June the 1% of 1998,
the establishment of ECB and the European System of Central Banks (ESCB). The ESCB is
composed of the ECB and the national central banks (NCB) of all EU member states. Under
the Treaty on the European Union, the Eurosystem is entrusted with the main task of
maintaining price stability.

In accordance with the Protocol (Ne4) the ECB may require credit institutions
established in Member States to hold minimum reserve on accounts with the national central
banks in pursuance of monetary policy objectives. Regulations concerning the calculation and
determination of the required reserves may be established by the Governing Council. In cases
of noncompliance, the ECB shall be entitled to levy penalty interest and to impose other
sanctions with comparable effect.

The main elements present in the system of RR described next in accordance with
ECB:

(1) Reserve base

The reserve base of a credit institution is defined in accordance with the elements of
its balance sheet. The balance sheet data is reported to the NCB through the general
framework of the ECB’s money and banking statistics. Banks and institutions that have full
reporting requirements use balance sheet data that are refers to the last calendar month to

calculate reserve base for reserve requirements in the period starting two month after. For
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example, if the reserve base is calculated from the data of the end of March, this information
would be used to constitute the reserve requirements in the maintenance period beginning in
May.

For the small institutions there is a special condition — they might not present full
information of their balance sheet. They only need to quarterly report a limited set of balance
sheet (as end-of-quarter data). Also their reporting deadline is longer than for the larger
institutions. In this case they use the balance sheet data of the specific quarter to calculate the
reserve base for the three following maintenance periods, after two months lag. For instance,
the balance sheet of the end of the second quarter (June) would be used for the reserve base
calculation in the maintenance periods beginning in September, October and November.

Reserve base in EU includes:

Liabilities included in the reserve base and to which the positive reserve ratio is
applied (Overnight deposits, Deposits with an agreed maturity of up to and including two
years, Deposits redeemable at notice of up to and including two years and Debt securities
with an original maturity of up to and including two years)

Liabilities included in the reserve base and to which a zero reserve ratio is applied
(Deposits with an agreed maturity of over two years, Deposits redeemable at notice of over
two years, Repos and Debt securities with an original maturity of over two years)

Source: The Implementation of Monetary Policy in the euro Area (2011).

(2) Reserve ratio

To calculate the amount of required reserves of a credit institution, the value of the
reserve base is multiplied by the reserve ratio. The ECB applies a single standard in relation
to most of the indicators that are included in the base for calculating reserves. The reserve
ratio was set at 2% at the Stage Three of European Economic and Monetary Union (EMU)
but from the 18" of January 2012 it is decreased to 1%.

(3) The one-time deduction

Institutions have a right to make a one-time deduction due to a decrease in the
amount of required reserves for a strictly defined and uniform for all credit institutions
amount. Since the introduction of the euro, the one-time allowance is equal to 100,000 € from
their reserve requirement. It is intended to cover administrative expenses that arise in
connection with the management of required reserves and constitute very small amounts of
requirements.

(4) Averaging Positions



In order to meet the reserve requirements, credit institutions are required to maintain
a positive balance of their current accounts in the NCB. In this regard, the system of
minimum reserves allows counterparties to resort to averaging positions. This means that
fulfillment of requirements for mandatory reserves are determined on the basis of the
averaging daily balance of counterparty reserve accounts during the reporting period of
approximately one month.

(5) Reporting period (maintenance period)

The reporting periods begin on the day of settlements for the first refinancing
operations made after the meeting of the Board of Governors, on which, according to the
schedule, it is planned to consider the issue of the current position within the monetary
policy. The maintenance periods end on the day preceding the corresponding settlement day
in the following month.

In order for credit institutions to better manage their reserves, a three-month period
before the beginning of the year ECB publishes schedule of maintenance periods (together
with a preliminary schedule for the main refinancing operations for a calendar year). These
calendars are available at the official web-site of ECB. The schedule may be amended
depending on special circumstances (for example, changes in the schedule of Governing
Council meetings).

(6) Compensation for the deduction of required reserves (remuneration)

The Eurosystem tries to ensure that the system of minimum reserves does not
become a "heavy burden” for the banking system and does not interfere with the efficient
allocation of resources. For this reason, credit institutions' holdings of required reserves are
remunerated. Compensation corresponds to the average marginal rate of the main refinancing
operations for the maintenance period, weighted taking into account the number of calendar
days. Since the marginal ratios tend to approach the short-term interest rates of the money
market, compensation is made at a rate close to the market rate. The excess reserves are not

remunerated.

The functions of the system of minimum reserves in Euro Zone is described in ECB
(2004)

One of the main functions of the minimum reserve system is to ensure the stability
of interest rates of the money market. This function is carried out using the averaging
mechanism. The averaging mechanism allows credit institutions to equalize daily fluctuations

in liquidity (caused, for example, by fluctuations in demand for banknotes). This is possible
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because a temporary deficit in the balance of reserves can be compensated by a surplus of
reserves that arise within the same maintenance period.

The second important function of the minimum reserve system is to increase the
structural liquidity deficit in the banking system. The fact that credit institutions should keep
their reserves in the NCB’s accounts stimulates the increase in demand for funding provided
by the central bank. Which, in turn, helps the ECB to manage market rates by conducting
regular operations to saturate the market with liquidity.

So, the key functions of the minimum reserve system are to stabilize money market
interest rates and to increase the structural liquidity shortage of the banking system

3.2 The Reserve Requirements of the Central Bank of Russia.

The monetary policy in Russian Federation is defined and conducted by the CBR is
that also referred as “Mega regulator”. Since 1995 The CBR began to use reserve
requirements more actively as an instrument of monetary policy.

Article 75 of the Constitution of the Russian Federation establishes a special
constitutional and legal status of the Central Bank of the Russian Federation, defines its
exclusive right to exercise monetary emission and as the main function - to protect and ensure
the stability of the ruble (the only currency in Russia). The status, objectives, functions and
powers of the Central Bank of the Russian Federation are also determined by the Federal Law
"On the Central Bank of the Russian Federation (Bank of Russia)" applied by the Federal
Assembly in April 1995 and other federal laws.

The main elements of the system of RR of CBR are:

(1) Reserve base

The liabilities that are subject to reservation are the liabilities of bank to non-
residents organizations (in rubles and foreign currency), the liabilities of bank to individuals
(in rubles and foreign currency) and some other liabilities of credit institutions (in rubles and
foreign currency). The full list of those is defined in Chapter 2 of Regulation No. 342.

(2) Reporting period

Usually the separating period is one month of the calendar. In the event of an
extraordinary regulation of the amount of mandatory reserves, the reporting period is set by
the Bank of Russia.

(3) Maintenance period

The period from the 10th day of the month following the reporting month to the 10th

day of the 2nd month following the reporting one, inclusive.
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(4) Adjustment coefficient

The coefficient that is needed to exclude the debt of the credit institution's separate
divisions.An adjustment (correction) coefficient reduces the amount of the reserve for debt
securities issued by a credit institution. It is a numerical factor, the value of which is in the
range from 0 to 1.

(5) Coefficient of averaging

It is a numerical factor, the value of which is in the range from 0 to 1, established by
the Board of Directors of the Bank of Russia to calculate the averaged value of required
reserves. The use of this tool is only available for financially stable credit institutions that
meet certain requirements of the Bank of Russia. These banks were given the right to leave
on their correspondent accounts only a part of the normative amount of mandatory reserves
for use for current payments. As a result, such credit institutions can deposit on the special
account in CBR not the normative but the calculated amount of mandatory reserves (the
difference between the normative and the average amount). (Historical data on the coefficient
of averaging in the Appendices, Table 1.1)

Any credit institution for current liquidity regulatory purposes can exercise the right
to average required reserves during the averaging period if it meets the following criteria:

- does not have a underpayment, unpaid fine;

- fulfilled the obligation to average required reserves in the previous period

- it has no overdue liabilities to the Bank of Russia (including the Bank of Russia
loans)

(6) Maintenance period

Maintenance period is 1 calendar month. On the 10™ working day after the
maintenance period credit institutions provide the Central Bank with a calculation sheet
where they calculate the following values: the size of reserve liabilities, normative value of
required reserves, the averaged amount of required reserves, estimated amount of required
reserves, and finally the actual balances on the accounts for the accounting of required
reserves and the account for the accounting of required reserves in case of non-performance
of duty of averaging. They calculate these values separately in calculating sheets depending
on the currency (rubles or foreign currency) and after that summing in the one number.
(Vestnik of the Bank of Russia,2015)

(7) Reserve ratio

In Russia the ratio differs depending on from what kind of subject the funds were

attracted — it may be deposit of individuals or of an organisation. Another distinctive feature



is currency — funds might have been attracted in rubles or in foreign currency. Also ratio may
differ depending on type of residence - resident of Russia or non-resident. We can follow all
that changes in the Appendices, tables from 1.2 to 1.4.

From the 1% of December 2017, the required reserves ratios established by the
Central Bank of the Russian Federation are:

for liabilities of bank to non-residents organizations in rubles - 5%;

for liabilities of bank to non-residents organizations in foreign currency - 7%;

for liabilities of bank to individuals in rubles - 1%;

for liabilities of bank to individuals in foreign currency - 6%;

for other liabilities of credit institutions in rubles - 1%;

for other liabilities of credit institutions in foreign currency - 7%.

(8) Other information on RR of CBR

It works like in any other country - when an individual or an organisation contributes
with funds to a bank, a certain percentage of this amount must be transferred to a special
account with the Central Bank as a reserve and kept there until the money is withdrawn from
the bank.

The obligation to deposit funds arises for all credit institutions from the date of
obtaining the license. Contributions are made in non-cash rubles, interest on mandatory
reserves is not paid. In case of bank liquidation, the reserved funds are transferred to the
liguidation commission.

The obligatory reserve fund was created in order to ensure, if necessary, the ability
of the commercial bank to timely fulfill its obligations to customers to return previously
attracted funds, these funds are deposited and not used by the commercial bank to make

loans.

The common aspects of RR policy in central banking of EU and Russia and the
main differences.

The central bank can decide whether to low or raise the required reserve ratio for
commercial banks. Theoretically, the amount of money available for issuance in the form of
loans is defined as the sum of all bank deposits minus required reserves. Therefore, an
increase in the ratio of mandatory reserves entails a decrease in the lending activity of
commercial banks due to a reduction in the liquidity that they can use. Such decision can be

made by the Central Bank in order to reduce the supply of money and thereby restrain the



development of inflationary processes. The higher the reserves on the accounts of the Central
Bank, the greater the profitability loss of commercial banks.

A change in the norm of mandatory reserves is used by the Central Bank rather
rarely, because it is a very powerful tool: even a slight change in the rate leads to a significant
change in the supply of money.

The level of the mandatory reserve is also affected by the level of development of
the banking system and the state of the economy as a whole. In countries with a developed
banking system operating in a stable economy, reserve requirements are set for a relatively
long time. As was earlier mentioned the reserve ratio of ECB was changed only once in the
last 2 decades (from 2% to 1%), while CBR changed it quite several times. This characterizes
Russian central banking as not so developed and stable.

Further, in 1998 the European Central Bank, as a monetary policy tool, introduced a
system of mandatory minimum reserves, with payment of interest on them. In Russia, unlike
EU and some other countries, interest is not paid on mandatory reserves deposited by credit
institutions with the CBR. That’s why reserve requirements often treated as some kind of
“tax” on banks - they lose some of the funds available for obtain a profit if invested. Thus, for
a Russian bank reserve requirements - it is an abstract, inactive, not efficient resource, while
CBR makes an effort to present RR as not a heavy burden on credit institutions.

ECB does not imposes a different ratio depending on what kind of origin deposits
have (individuals or organizations, residents or non-residents) while CBR has various ratios
for each case. This shows that the ECB system is simplified and more unified. In the
Russian banking system it is quite pronounced, that CBR, using the RR, aims to stimulate
banks to obtain resources by attracting funds in the national currency. It establishes the
reserve ratio for funds in ruble rather lower than for funds in foreign currency. By
differentiating the required reserve ratios by types of currencies, the CBR persistently gives a
signal to the banking community about its target priorities. We could not see such ratio
differentiation in ECB policy.

Similarity is present in the fundamental sense - the reason for existence of reserve
requirement in the monetary policy of the country. They serve as collateral for the obligations
of commercial banks on the deposits of their depositor and they are a tool used by the central
bank to regulate the amount of money supply in the country. A similar feature is the

maintenance period — one month for both Russia and EU reserve requirements policy.



4. How European and Russian Central Banks hold their reserves 2005-2017 — a

comparison

The policy of reserve requirements is a potentially extremely powerful mean of
monetary regulation. Even small changes in the norm of reserves lead to significant changes
in the volumes of credit of commercial banks and significantly affect the money supply.
Thus, here in this paper we are going to look at the maintenance of required reserves in EU
and Russia before, during and after the crisis of 2008 trying to find out if the behaviour of
banks changes during these periods.

For the analysis we are going to use the official data provided by ECB and CBR at
their official web-sites. The minimum frequency of the data provided by the CBR is one
month, so | will use monthly information both for ECB and CBR for comparison. Monthly
data of CBR starts from 01.09.2004 and continue till present, it expressed in billions of
rubles. For ECB data starts from 02.1999 and continues till present, it expressed in millions
of euro. Therefore, we are going to analyse the time period starting from the 2005 (the first
full data year at CBR web-site) to the 2017 (the last year with full data by now).

We will divide this period in 3 parts:

(1) Before crisis 2005-2007.We consider the pre-crisis period starting from the year
of 2005 due to the fact that CBR does not have data at any further past.

(2) During crisis 2008-2011. The worldwide financial crisis started in the 2008 for
both EU and Russia. Nevertheless, the end of it didn’t come simultaneously for both.
Researchers name different times as the last year of crisis depends on how broad they look to
the economic situation. We are not going to go too deep to the analyses of how crisis went in
Europe and Russia, how it started and when it ended, because it is a huge topic for another
research. Here we can admit that a lot of researchers claim that the main economic tensions in
Russia started at 2008 and ended in 2009because of strong anti-inflationary actions made by
government, although it had consequences till 2010 and 2011. For Europe the economic crisis
started in 2008 and had, as commonly agreed, even deeper consequences and longer
difficulties from 2010 to 2012 (for example debt difficulties in Portugal, Greece). So, here for
the purpose of comparison we will take average year of 2011 as the only year where
economic and financial tensions presented both in EU in Russia because it’s better to have

the same time limits even though it’s not completely correct.



(3) After crisis 2012-2017. We consider the after crisis times from 2012 to the end of
2017 because the 2012 is not treated as crisis year in Russia and the year of 2018 is not fully
represented by now.

For better understanding the behaviour of commercial banks we will take a closer
look to their excess reserves. These reserves are amounts of funds that banks have in excess
of mandatory reserves with central bank. These are the actual means that they can use in their
credit activity.

Let us first consider the maintenance of mandatory reserves and excess reserves in
the 3 periods in Russia.

All the necessary monthly data on required reserves was provided by the Central
Bank Russia and available in the Appendices, Table 2.1. Below we can consider the diagram
that is based on the found data (Figure 1). Here we can follow all the changes during the
whole period from 01.2005 to 12.2017.

Figure 1 —Required and Excess reserves in Russia 2005-2017, bil rub
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Thick gray line is a Required Reserves on Special Accounts, the thick black line
(above others) is the Total Daily-Averaged Correspondent Account Balances and as the result
of them is thin grey line represents Excess Reserves.

The situation with excess reserves in Russia is not clearly represented in the CBR
and other legal sources. The authorized bodies do not conduct assess of the excess reserves of
commercial banks and do not fulfill monitoring of reserves’ conditions. The only certain
thing, which is common for worldwide RR practice and can be applied to Russian practice is
that excess reserves are the amount of money that commercial banks have at their balances
after they provide CB with the required reserves. Applying this methodology to Russian
central banking we assume that the excess reserves are the differences between Total Daily-
Averaged Correspondent Account Balances and the Required Reserves on Special Accounts.
That follows from the fact the Total Daily-Averaged Correspondent Account Balances are
what banks have at account balances at total and some of that amount is mandatory reserves
that they are obliged to keep with CBR. Hence, the difference between those, provides us
with excess reserves that Russian banks have for efficient use in their banking activity. Since
the CBR does not conduct calculations of excess reserves of credit institution it was not easy
to find any recommendations on how to properly do it with the data that CBR gathers. The
offered calculations are made based on our assumption and with the data provided by CBR.
In the process of writing this paper we did not found any other offers of calculations of
eXCess reserves.

In the Russian Federation, the regulation of the reserve requirements is one of the
most effective instruments of monetary policy, especially during crisis times.

(1) Before crisis.

In the beginning of the researching period there is a trend towards a gradual increase
of required reserves on special accounts. However it has some fluctuations during 2007. It
has a smoother trend than the total balances of banks, although they are also gradually
increasing during 2005-2007 time period. Excess reserves vary around the trend of required
reserves on special accounts that shows that the amounts of these two are comparable in this
period.

(2) During crisis

Initially, the Bank of Russia planned an increase in the reserve ratio in 2008 as part
of the fight against inflation. However, due to negative trends in the economy in the second
half of the year, it was decided to reduce the required reserves ratio to 0.5% from mid-
October 2008. This was done in 2 steps — in September and October of 2008. As a result the
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reserve requirements were reduced to 0,5% and unified for all types of bank liabilities. Even
visually it is noticeable that during the crisis serious measures were taken to significantly
decrease the required reserves. In Figure 1 we can follow significant fall of required reserves
on special accounts with simultaneous rise of excess reserves after 07.2008.

Thus, at the peak of the crisis, the Bank of Russia had to use one of the most
powerful tools in the CBR arsenal - reducing the minimum reserve requirements. However,
this tool was not used alone but in conjunction with other monetary instruments, such as
interest rates on Bank of Russia operations, loans with collateral and loans without collateral,
direct repos, currency swaps and a number of other instruments.

(3) After crisis

In this time period the Bank of Russia was forced to review and improve its methods
of implementing monetary policy and methods of economic analysis as well.

In the 3" of June 2010, the Bank of Russia announced the approval of the Bank of
Russia Directive No. 2459-U of 03.06.2010, "On the Specifics of Evaluating Credit Risk for
Selected Issued Loans, Loan Debts and Equivalent Debts." In accordance with this Directive,
the Bank of Russia is gradually returning to pre-crisis requirements in assessing credit risk.
The softened reserve requirements for loans during the crisis were aimedto support Russian
banks and to allow them to form a smaller reserve funds in such negative economic
conditions. In later years, the situation in the banking sector has improved, and that allowed
the regulator to tighten the requirements for assessing credit risk, bringing it in line with
commonly accepted standards.

On the graph above it is visually notable how after the crisis period CBR have
chosen the policy of gradually increasing reserve requirements. They risen from 390,1 bil
rubles in the beginning of the period in 01.2012 to 506,4 bil rubles accordingly with the latest
data (02.2018). The CBR did not repeat those measures that it had to apply earlier, in 2008.
Some fluctuations still have place, but they are not that significant and within the limits of
monetary strategy.

Now let us consider the average, standard deviation and coefficient of variation
(Cv=Standard deviation/Average) of excess reserves to assess the main changes at behaviour

of commercial banks concerning their “free” resources during the 3 time periods.



Table 1 — The average, standard deviation and coefficient of variation of excess

reserves in Russia before, during and after crisis.

Period Average | Standard deviation Coefficient of variation
01.01.2005 - 01.12.2007 185,7 78,3 0.42
01.01.2008 - 01.12.2011 | 3715 121,5 0.33
01.01.2012 - 01.12.2017 | 763,3 440,2 0.58

Source: Calculations made with the data provided by official web-site of CBR.

According to this data we can conclude that excess reserves are increasing during
the researching period from 2005 to 2017. The average at the after crisis period is 2 times
higher than in the period before crisis period. As was already mentioned the required reserves
ratio decreased due to great financial recession to provide banks with more liquidity. Indeed,
commercial banks had more excess for their banking activity than in previous period. After
the crisis period, the excess reserves are also 2 times higher than in previous, crisis period.

The standard deviation shows how the values are distributed relative to the mean in
this sample. Therefore, here we can note significant variability from the average amount of
excess reserves, which is becoming even greater from period to period. Concerning the
excess reserves of Russian commercial banks during 3 different periods we can note
instability in their behavior with the trend of increasing as the time pass. The standard
deviation confirms that the values have serious variations around the mean.

Now let us consider the European Union.

For the case of European Union we can find a lot more clear and consistent
information that is provided by ECB. ECB conducts longer and deeper assessment of excess
reserves as well as the required reserves and provide with such data anyone interested in it via
their web-site. Compared to Russia, it has longer monitoring data, daily data on required and
excess reserves and provides the actual amount of excess reserves (for the case of Russia we

made an assumption and calculated them according to given data).




Figure 2 - Required and Excess reserves in Europe 2005-2017, mil euro.
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Source: The figure is built with respect to the data provided by official web-site of
ECB.

(1) Before crisis

The monetary policy of the ECB in pre-crisis period was focused on the aim to keep
inflation rates below, but close to, 2% over the medium term. So the main task of ECB in this
period was to maintain the price stability in the euro area. According to data provided by
ECB the task was in general successfully completed. Indeed, inflation was only slightly
above 2% in average, which provided the euro area with relative price stability. Medium and
long-term inflation expectations have remained at around 2% as well. This reflects the
productive functioning of the ECB’s monetary policy and its high degree of credibility, which
is based on the principles for sensible central banking (According to the speech by Jirgen
Stark, Member of the Executive Board of the ECB, 2009).

The excess and required reserves in this period behave quite stable and do not have
any significant changes and that also can be applied to the next time period.

(2) During crisis

Visually it can be noted that no significant jumps in the minimum required reserves
occurred (Figure 2). Trend reflects a gradual increase with simultaneous growth of excess
reserves (at the same chart). According to the table of data in the Appendices, Table 2.2 the
growth rate of required reserveswas not marked by significant changes in the period of 2006-

2012. The trend line looks uniformly increasing till the September of 2008 and after that



point progressive growth stops and continues with smooth fluctuations not higher than 1.5%
till the end of chosen period (the end of 2011).

Let us follow changes in excess reserves more closely at the Figure 3 as they are
very small comparing to the required reserve of that period, thus fluctuations are not clear
from 2005 to the end of 2011.

Figure 3 - Excess reserves in Europe 2005-2011, mil euro.
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Source: The graph is build according the data provided by official web-site of ECB.

The first big jump of excess reserves happened in September-October 2008, when
the situation in financial market got worse (Figure 3). In the beginning of 2011 starts uneven,
upwards movement that continues till the end of chosen period. However, they are still not
comparable with the amount of required reserves that are hundreds of times more.

Since the reserve requirements strategy of ECB did not have any significant changes
as we can see, the ECB used other measures to fight crisis. A massive campaign of assistance
to banking and non-banking institutions helped to reduce the level of stress in the financial
markets of European countries and influenced the structure of banking operations and the
further strategy of monetary policy.

The reserve requirements system and the monetary policy of the ECB in general
proved to be efficient and workable even in crisis periods, and the tools were adopted by
other central banks. Required reserves of banks are remunerated at the average marginal rate
of the refinancing operations, and excess liquidity is remunerated with the rate of the deposit
facility (Stark, 2009).

(3) After crisis
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In this period we can note great change in behavior of both required and excess
reserves (Figure 2). Concerning the required reserves - they are characterized by a big drop in
the very beginning of the period (we can see how thick grey line on the graph drops at that
period). That happened because the ECB reduced the minimum reserve ratio from 2% to 1%
on 8 December 2011. They fell from 207 024 million euro in 01.2012 to 103 329 next month.
By reducing the reserve ratio ECB aimed to free banks' liquidity. After that the required
reserves have consistent pattern and not suffer from any other shocks.

The excess reserves have experienced an unprecedented rise in the middle of 2012
(Figure 2). They increased from 4 616 million euro in 07.2012 to 403 239 million euro next
month (full data in the Appendices, Table 2.2). After this moment there is a gradual decrease
to the level of required reserves in the middle of 2014 that lasted not very long. They started
new rise in the beginning of 2015 and after that point there can be observed only uprising
trend of excess reserves of the banks in Euro area.

In 2014 the ECB has lowered the refinancing rate in the euro area from 0.25 to
0.15% per annum (historical minimum). In addition, the ECB lowered the overnight deposit
rate from zero to minus 0.1% - this is the first time that one of the leading central banks sets a
negative interest rate. This is the percentage, under which banks place free reserves on the
ECB's accounts for a day. The decision of the ECB actually means that from now on banks
will pay for placing their funds in the central bank. In other words, this is a «penalty» for not
using liquidity for investment and making profit in the supply of credit or other application.
The deposit rate was at the zero level since July 2012, which allowed the ECB to stimulate
the credit and investment activity of banks in the euro area. Nevertheless, even at zero
percent, banks continued to leave part of the excess reserves on the ECB's risk-free accounts.
By lowering rates the ECB tries to push banks to more active lending and increase the
turnover of money in the eurozone to prevent the threat of deflation. (Tkachev, 2014).

Nevertheless excess reserves continued to grow and according to the latest data they
equal 1 191 791 million euro in 03.2018 with 0% interest rate on minimum reserves.

Let us now have a closer look to the main statistical characteristics of excess

reserves in EU during the 3 periods.

21



Table 2 — The average, standard deviation and coefficient of variation of excess

reserves in EU before, during and after crisis.

Period Average Standard deviation Coefficient of variation
01.01.2005 - 01.12.2007 781,3 1442 0,18
01.01.2008 - 01.12.2011 1104,5 4937,7 4,47
01.01.2012 - 01.12.2017 | 295530,7 38492,7 0,13

Source: Calculations made with the data provided by official web-site of ECB.

According to this data we can conclude that excess reserves are abruptly increasing
during the researching period from 2005 to 2017. The average at the after crisis period is 1.4
times higher than in before crisis period, while the deviation from the mean changed at even
more amount — it’s 34 times higher number than in previous period. At the after crisis period
excess reserves are changed unprecedentedly comparing to the during crisis period — they
became 267 times bigger. The standard deviation and coefficient of variation behave
extremely unstable as well.

So now we can conclude that excess reserves of EU banks are characterized by
cardinal jumps towards constant increasing during 2005-2017. The greatest jump happened in

after crisis times according to the Table 2.

Comparing behavior of Russian and EU credit institutions with the respect to their
excess reserves allow us to highlight some aspects. According to the calculated averages and
standard deviations they are both increasing with quite unstable pattern and significant
deviations from the correspondent mean. Credit institutions of EU showed here
unprecedented growth of excess reserves in after crisis period while Russian banks’ growth
was not that rapid. Comparing coefficients of variation in pre-crisis we have 0.42 and 0.18 for
Russia and EU respectively, 0.33 and 4.47 during crisis and 0.58 and 0.13 after crisis. For the
before and after crisis period coefficients of variation in Russia are higher than in EU, in 2-4
times. But during the crisis the behavior of coefficient of variation changes crucially. For the
EU the coefficient of variation is 13.5 times higher than in Russia. That shows abnormal rise
of excess reserves in EU in the mid-2012.

Reserve ratio in Russia is more complicated that in euro zone. The ratio set by CBR
is also higher than in ECB policy and during the period of 2006-2012 had a lot of changes
that related with separation and complication of the type of liabilities (Appendices, Tables
1.2-1.4). 1t has higher ratio for liabilities in foreign currency because of the CBR’s policy of
supporting national currency. The ECB changed the reserve ratio only once — from 2% to 1%

in the end of 2011. In other words ECB policy concerning reserve requirements is more
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persistent and consistent. Reserve requirements are not the tool that ECB reaches for at first,
it tries to solve financial and economic difficulties via other instruments without significant
changes in reserves policy.

The main purpose of both CBR and ECB policies is to provide liquidity to banking
system and keep the main monetary targets on the line. This was especially important during
the time of economic and financial tensions that led to the crisis.

During crisis ECB used the various monetary tools and avoided to make changes in
such powerful instrument as RR while CBR significantly reduced RR to achieve the
necessary level of activity in the banking sector.

At this time, the central banks of leading countries were forced to seek measures
unusual for their monetary policy. For example, Federal Reserve in USA started to make
interest payments for excess reserves because of unprecedented hoarding of those by many
banks in US. The Bank of Russia never used such tool neither before nor after the crisis
period. The ECB was successfully using this tool since 1999. Although, excess reserves
situation in Europe was predictable in 2008-2011. Liquidity hoarding phenomenon is an
aftermath of tensions in financial markets. In normal conditions, banks choose to invest
excess resource to earn profit, but in case of recession, banks may start to keep more excess
to insure self-stability and to show that their ability to pay is not under risk (Mattingly, Abou-
Zaid, 2015).

Hence, ECB and CBR had before and have now different policies but seek to one
goal - providing liquidity and supporting the national currency. However, while CBR looking
for ways to fight inflation and keep it low, ECB more concerned about how to avoid
deflation. Such fundamental diversities come from the fact that Russia and EU have different
levels of economic development. Russia in economic and financial terms refers to
“developing countries” and the leading countries of euro zone are referred to as “developed”.
Therefore, the instruments and targets of monetary policies of central banking are also might

largely differ even in the comparable situation.
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5 Conclusion

Reserve requirements play a crucial role in monetary regulation of the country.
Being a traditional and quite rough instrument, the norms of mandatory reserves affect the
size of the credit possibilities of commercial banks and the money multiplier.

One argument in favor of using reserve requirements is to ensure the stability of the
money multiplier. If the reserve requirements are stable, within a certain framework the
money multiplier will also be stable, and the Central Bank will be able to exercise greater
control over the money supply with the help of other instruments of monetary policy.

Another argument in favor of reserve requirements is that during the bankruptcy
procedure, as a rule, mandatory reserves are the only "live" available assets that a bankrupt
bank has. It increases the confidence in the bank’s activities because these funds can be used
to pay off debts to depositaries. For the case of Russia this aspect is especially important in
current stage of economic development. Some banks lose their licenses and become a
bankrupt. That means that depositors of such banks suffer the most because basically they are
the most unprotected layers of the population — they are not professionals in the banking
sphere and are not able to anticipate economic tensions, bank’s behavior, etc. Therefore, in
our opinion, commercial banks should continue keep the mandatory reserves with the CBR,
since the mechanism for guaranteeing deposits in the country is not yet developed.

With respect to given disadvantages of mandatory reserves, the central banks of
some developed countries have reduced the activity of using the policy of mandatory reserves
in recent years. The ECB follows this concept and tries to simplify the reserve requirements
policy, while in Russia it becomes more complicated as time passes (various rates, frequent
changes).

Moreover, the ECB tries to ensure that the reserve requirements are not seemed as
“heavy burden” for banks in euro area by offering 2 ways of smoothing the negative effect of
these “tax” on banks: one-time allowance and the compensation that is made at a rate close to
the market rate. Such compensation has a rather psychological effect. It reduces the banks'
possible desire to avoid part of mandatory reservation by substituting one type of obligation
for another, excluded from the reserve base. By now Russian reserve requirements
mechanism provides the possibility of returning reserved funds only in the event of a
bankruptcy of a credit institution. Further development of the reserve requirements may

include the introduction of compensation payments on the reserves allocated on the CBR
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accounts. The distortion in allocation of resources will decrease and banks will be able to pay
higher interest rates to their customers.

The comparison of the application of the reserve requirements policies in Russia and
in the economically developed area of Europe showed great differences in both approaches.
In the monetary policy of the CBR, there is an active application of reserve requirements and
their constant adaptation to changing economic conditions. While in Europe this tool is used
less actively. The level of the European economy allows not resorting to such harsh measures
of monetary regulation. Rare adjustments of the norms of minimum requirements in Europe
take place as an element of stimulating macroeconomic policy.

The ECB has a long and consistent experience in collecting data on excess reserves.
This can only indicate the high importance of research of this aspect for the economic
development of the region from the ECB point of view. The ECB provides complete and
consistent daily data and other information on excess reserves. Also there is a great amount of
research and publications on this topic. On the other hand, the CBR does not pay so much
attention to excess reserves whatsoever. It is very difficult to find any reference to this topic
not only in the legal documents and reports of the CBR but also in other publications. This
suggests that the excess reserves are not the subject of detailed study and assessment in
Russia. Earlier in this work we made an assumption concerning the calculations of excess
reserves based on information that CBR is actually providing. This made a contribution of the
paper because hardly any researcher suggested the way of assessment the excess resources
for the case of Russia since even central bank do not interested in it. The reasons of that
might include that Russian central banking does not yet recognise the importance of the
reserves in assessing the financial situation and activity of the banking sector. The assessing
of excess reserves is not the typical measure of credit institutions’ investigation in Russia but
the made calculations showed that they can be used for further financial and banking studies

and for better understanding the profitability of banks.
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Appendices 1

Table 1.1 - Historical data on the coefficient of averaging of CBR.

Period of time C(:\eg:g;eir;;of

from 01.10.2006 to 31.10.2007 0,3
from 01.11.2007 to 29.02.2008 0,4
from 01.03.2008 to 30.06.2008 0,5
from 01.07.2008 to 31.08.2008 0,5
from 01.09.2008 to 30.09.2008 0,6
from 01.10.2008 to 09.12.2013 0,6
from 01.01.2012 to 31.12.2015 1

from 10.12.2013 to 09.09.2015 0,7
from 10.09.2015 to 30.11.2017 0,8
from 10.09.2015 to 31.12.2015 1

from 01.01.2016 1

from 01.12.2017 0,8

Source: The database from the official web-site of the Bank of Russia.

Table 1.2 — Historical data on the reserve requirement ratio of CBR from 2004 to 2009.

Reserve requirements
for bank's liabilities Reserve Reserve requirements for
Period of credit i.nstitutions requirgmgqt§ for othe.r k.)anl.<‘s .Iiabil_ities of
to non-resident banks | bank’s liabilities of | credit institutions in ruble
in ruble and in individual in ruble and in foreign currency
foreign currency
08.07.04-31.07.04 — 3,5 3,5
01.08.04-30.09.06 2 3,5 3,5
01.10.06-30.06.07 3,5 3,5 3,5
01.07.07-10.10.07 4,5 4 4,5
11.10.07-14.01.08 3,5 3 3,5
15.01.08-29.02.08 4,5 4 4,5
01.03.08-30.06.08 5,5 4,5 5
01.07.08-31.08.08 7 5 55
01.09.08-17.09.08 8,5 5,5 6
18.09.08-14.10.08 4,5 1,5 2
15.10.08-30.04.09 0,5 0,5 0,5
01.05.09-31.05.09 1 1 1
01.06.09-30.06.09 1,5 1,5 1,5
01.07.09-31.07.09 2 2 2
01.08.09-31.10.09 2,5 2,5 2,5

Source: The database from the official web-site of the Bank of Russia.

The following years in Tables 1.3-1.4.



Table 1.3 — Historical data on the reserve requirement ratio from 2009 to 2016 of CBR.

regjisreerr\ll‘lzn Re_serve Reserve
ts on rseqolrj]”[)irgﬁg t reqli?rsg:r:/:nts requirements Other Other
bank's o , on bank's bank's bank's
Period liabilities r'}'gr?':gs'f;etﬁt ngguhﬂé %o | tiabilities to | liabiliti | liabilities
to non- organisation | individuals mdmdgals in esin [ inforeign
nin ruble currency
01.11.09-31.01.11 2,5
01.02.11-28.02.11 35 3 3
01.03.11-31.03.11 4,5 3,5 3,5
01.04.11-28.02.13 55 4 4
01.03.13-31.03.16 4,25 4,25 4,25
01.04.16-30.06.16 4,25 5,25 4,25 4,25 4,25 5,25
01.07.16-31.07.16 4,25 6,25 4,25 5,25 4,25 6,25
01.08.16-31.12.16 5 7 5 6 5 7

Source: The database from the official web-site of the Bank of Russia.

Table 1.4 — Historical data on the reserve requirement ratio during 2017.

Period Reserve requirements on bank's ] .
liabilities on non-resident Ratio for bank's Ratio for other liabilities
short term long term individuals short term long term
when | whenin when whenin | when | whenin | when | whenin | when | whenin
in foreign | . foreign in foreign in foreign in foreign
in ruble

ruble | currency currency | ruble | currency | ruble | currency | ruble | currency
01.01.17-
301117 5,00 7,00 5,00 7,00 5,00 6,00 5,00 7,00 5,00 7,00
01.12.17 For banks with a universal license, for non-bank credit institutions

5,00 7,00 5,00 7,00 5,00 6,00 5,00 7,00 5,00 7,00

For banks with a basic license
5,00 7,00 5,00 7,00 1,00 6,00 1,00 7,00 1,00 7,00

Source: The database from the official web-site of the Bank of Russia.




Appendices 2

Table 2.1 — Required and excess reserves of credit institutions in Russia in 01.2005 —

12.2017.
Actual Daily- | Required Actual Daily-
Averaged Reserves Averaged Required
Averaging | Correspondent on Averaging | Correspondent | Reserves
Period Account Special Period Account on Special
Starting Balances, bil | Accounts, Starting Balances, bil | Accounts,
on: rub bil rub on: rub bil rub
06.12.2017 21729 506,2 10.05.2015 1138,9 457,5
08.11.2017 1967,7 4975 10.04.2015 1189 483,5
11.10.2017 1974,1 497 10.03.2015 1215,9 504,2
06.09.2017 1979,9 505,9 10.02.2015 1214,6 4917
09.08.2017 1983 508,9 10.01.2015 12249 496,7
12.07.2017 1967,1 504,3 10.12.2014 1518,7 470,8
07.06.2017 1945,9 506,5 10.11.2014 1094,1 4519
10.05.2017 19314 501 10.10.2014 1052 432,7
12.04.2017 1981 504,9 10.09.2014 1019,8 427,1
08.03.2017 1971 507,5 10.08.2014 1003,6 446,6
08.02.2017 1989,4 514,6 10.07.2014 1043 428,6
11.01.2017 1858,2 478,2 10.06.2014 1078,4 427,8
08.12.2016 1978,8 481,9 10.05.2014 1060,5 430,3
10.11.2016 1852,2 475,2 10.04.2014 1060,6 430,1
06.10.2016 1867,9 476,7 10.03.2014 1050 439,9
08.09.2016 1884,5 477,6 10.02.2014 1027,4 412,3
04.08.2016 1628,1 413,8 10.01.2014 1067,1 404,8
07.07.2016 1576,6 391,4 10.12.2013 1242,1 402,3
09.06.2016 1569,8 391,5 10.11.2013 888,1 506,4
12.05.2016 1562,6 394,1 10.10.2013 862,2 507,7
07.04.2016 1514,8 375,3 10.09.2013 865,7 506,1
10.03.2016 1566,4 391,1 10.08.2013 840,6 501,6
11.02.2016 1581 386,3 10.07.2013 871,4 507,5
10.01.2016 15294 382,3 10.06.2013 890,7 497,7
10.12.2015 1665,3 363,4 10.05.2013 858,7 487
10.11.2015 1423,3 356,9 10.04.2013 841,5 473,6
10.10.2015 1465,5 365,3 10.03.2013 798,2 449,5
10.09.2015 1398,1 361,2 10.02.2013 789,9 446,7
10.08.2015 1205 486,5 10.01.2013 841,8 441
10.07.2015 1201,9 475,4 10.12.2012 1055 425,6
10.06.2015 1163 463,8 10.11.2012 7447 419,5




Actual Daily- | Required Actual Daily-
Averaged Reserves Averaged Required
Averaging | Correspondent on Averaging | Correspondent | Reserves
Period Account Special Period Account on Special
Starting Balances, bil | Accounts, Starting Balances, bil | Accounts,
on: rub bil rub on: rub bil rub
10.10.2012 738,1 413,9 01.11.2009 561,6 1514
10.09.2012 729,2 411,5 01.10.2009 535,9 154
10.08.2012 712,5 407,1 01.09.2009 501,9 153,9
10.07.2012 720,3 403,2 01.08.2009 465,2 125,3
10.06.2012 707,6 392,8 01.07.2009 406,2 93,2
10.05.2012 688,5 387,7 01.06.2009 419,3 61,8
10.04.2012 692,9 382,7 01.05.2009 400,2 31,5
10.03.2012 710,2 385,2 01.04.2009 388,3 32,5
10.02.2012 724,7 393,9 01.03.2009 397,4 33,3
10.01.2012 773,6 390,1 01.02.2009 413,5 31,1
10.12.2011 953,2 378,4 01.01.2009 681,3 29,4
10.11.2011 719,7 369,6 01.12.2008 644,1 29,8
10.10.2011 699,9 356,6 01.11.2008 590,1 30
10.09.2011 704,6 347 01.10.2008 581,1 34,1
10.08.2011 670,8 342,6 01.09.2008 731,9 151,8
10.07.2011 663,7 341,6 01.08.2008 618,6 397,7
10.06.2011 655,5 331,3 01.07.2008 606,1 388
10.05.2011 640,7 335,4 01.06.2008 607,4 360,3
10.04.2011 604,6 280,8 01.05.2008 580,1 350,4
10.03.2011 552,3 244,1 01.04.2008 550,2 3457
10.02.2011 525,2 195,2 01.03.2008 556,3 339,3
10.01.2011 561,4 192 01.02.2008 521,3 316,5
10.12.2010 755,4 188,4 01.01.2008 673,2 234
10.11.2010 523,1 185,7 01.12.2007 704,8 220,7
10.10.2010 511,6 186,2 01.11.2007 510,6 222,8
10.09.2010 502,8 182,2 01.10.2007 4911 260,5
10.08.2010 491 179,3 01.09.2007 466,8 318,8
10.07.2010 494,3 180,8 01.08.2007 4454 311
10.06.2010 572 175,5 01.07.2007 480,5 317,7
10.05.2010 504,3 170,4 01.06.2007 470,7 244.8
10.04.2010 500,6 183,1 01.05.2007 430,2 229,9
10.03.2010 510,7 167,7 01.04.2007 426,6 219,1
10.02.2010 476,2 159,1 01.03.2007 595 209,6
10.01.2010 528,7 156,5 01.02.2007 405 210,5
10.12.2009 713,2 1514 01.01.2007 506,7 229,4




Actual Daily- | Required Actual Daily-
Averaged Reserves Averaged Required
Averaging | Correspondent on Averaging | Correspondent | Reserves
Period Account Special Period Account on Special
Starting Balances, bil | Accounts, Starting Balances, bil | Accounts,
on: rub bil rub on: rub bil rub
01.12.2006 4927 221,1 01.12.2005 366,5 161,3
01.11.2006 337,6 212,7 01.11.2005 274,8 159,8
01.10.2006 359,7 207,2 01.10.2005 317,7 154,6
01.09.2006 356,3 205,8 01.09.2005 297,8 150
01.08.2006 357,3 204,2 01.08.2005 267,3 1447
01.07.2006 388,4 193,9 01.07.2005 246,9 142
01.06.2006 365,7 190,2 01.06.2005 242,8 137,2
01.05.2006 353,9 183,1 01.05.2005 239 135,1
01.04.2006 323,4 176,1 01.04.2005 258,4 134,4
01.03.2006 325,8 172,1 01.03.2005 286,1 133,2
01.02.2006 326,3 168,3 01.02.2005 265,6 129,1
01.01.2006 399 171,6 01.01.2005 356,7 171,6

Source: The database from the official web-site of the Bank of Russia.

Table 2.2 — Required and excess reserves of credit institutions in Europe in 01.2005 —

12.2017.
Interest Interest
rate on rate on

excess Excess | Required excess Excess Required

reserves, | reserves, | reserves, reserves, | reserves, | reserves,

Period % mil euro | mil euro Period % mil euro | mil euro
2005-01 2,07 729 138383 2006-05 2,58 779 160399
2005-02 2,06 781 139255 2006-06 2,57 727 162589
2005-03 2,05 804 140520 2006-07 2,81 777 165577
2005-04 2,05 628 142642 2006-08 2,8 607 166481
2005-05 2,05 932 143088 2006-09 3,04 597 165802
2005-06 2,05 858 144597 2006-10 3,03 664 166310
2005-07 2,05 700 147189 2006-11 3,3 783 166229
2005-08 2,05 626 149164 2006-12 3,3 682 172477
2005-09 2,05 573 149678 2007-01 3,57 961 174304
2005-10 2,05 721 150708 2007-02 3,55 789 175755
2005-11 2,06 694 149549 2007-03 3,55 799 179771
2005-12 2,07 1025 151973 2007-04 3,81 791 181840
2006-01 2,29 809 153251 2007-05 3,82 1023 182221
2006-02 2,3 721 154658 2007-06 3,8 918 185330
2006-03 2,31 628 157664 2007-07 4,06 1245 188335
2006-04 2,56 616 158877 2007-08 4,06 738 191262




Interest Interest
rate on rate on

excess Excess | Required excess Excess Required

reserves, | reserves, | reserves, reserves, | reserves, | reserves,

Period % mil euro | mil euro Period % mil euro [ mil euro
2007-09 4,09 855 191862 2010-10 1 1218 211917
2007-10 4,18 877 192502 2010-11 1 1199 214007
2007-11 4,12 704 193661 2010-12 1 732 211768
2007-12 4,17 966 195872 2011-01 1 1863 210546
2008-01 4,2 1071 199783 2011-02 1 1285 212286
2008-02 4,17 754 201626 2011-03 1 1290 211626
2008-03 4,1 681 204568 2011-04 1 1140 209323
2008-04 4,19 643 206901 2011-05 1,25 1211 208263
2008-05 4,24 810 207829 2011-06 1,25 2035 206931
2008-06 4,17 751 207333 2011-07 1,25 3135 207740
2008-07 4,06 811 211857 2011-08 15 2659 208794
2008-08 4,35 705 214062 2011-09 15 2509 206981
2008-09 4,38 677 213332 2011-10 15 2578 206097
2008-10 4,58 2004 214765 2011-11 1,5 2754 206177
2008-11 3,94 2444 216066 2011-12 1,25 4469 207748
2008-12 3,25 1464 217220 2012-01 1 5290 207024
2009-01 2,5 1154 220231 2012-02 1 4728 103329
2009-02 2 998 221056 2012-03 1 4570 104294
2009-03 2 1027 217569 2012-04 1 4282 105365
2009-04 15 777 220782 2012-05 1 5275 105222
2009-05 1,25 1092 219712 2012-06 1 4206 106581
2009-06 1 1189 216682 2012-07 1 4616 106909
2009-07 1 1117 218095 2012-08 0,75 403239 106990
2009-08 1 907 215998 2012-09 0,75 432898 107121
2009-09 1 964 215923 2012-10 0,75 431095 107018
2009-10 1 1066 213656 2012-11 0,75 422720 106434
2009-11 1 951 211823 2012-12 0,75 403527 106350
2009-12 1 1207 210228 2013-01 0,75 382990 106008
2010-01 1 1170 210078 2013-02 0,75 360807 105434
2010-02 1 1445 209466 2013-03 0,75 297341 105618
2010-03 1 991 210850 2013-04 0,75 241136 104875
2010-04 1 1153 211375 2013-05 0,75 217281 104869
2010-05 1 1182 211221 2013-06 0,5 195045 105300
2010-06 1 1251 211271 2013-07 0,5 181418 105064
2010-07 1 1376 213002 2013-08 0,5 165138 104473
2010-08 1 1374 214333 2013-09 0,5 169599 104939
2010-09 1 1406 213877 2013-10 0,5 164672 103754




Interest Interest
rate on rate on
excess Excess | Required excess Excess Required
reserves, | reserves, | reserves, reserves, | reserves, | reserves,
Period % mil euro | mil euro Period % mil euro [ mil euro
2013-11 0,5 141108 103760 2015-12 0,05 380772 113059
2013-12 0,25 116924 103320 2016-01 0,05 443823 113283
2014-01 0,25 144838 103386 2016-02 n/a n/a n/a
2014-02 0,25 112425 103610 2016-03 0,05 442615 113848
2014-03 0,25 98277 102833 2016-04 0 455648 114310
2014-04 0,25 91643 103568 2016-05 n/a n/a n/a
2014-05 0,25 87737 103506 2016-06 0 508731 115033
2014-06 0,25 88342 103924 2016-07 0 541622 115839
2014-07 0,15 109847 104427 2016-08 n/a n/a n/a
2014-08 0,15 105230 105002 2016-09 0 632130 116686
2014-09 0,15 104852 105225 2016-10 0 659630 117775
2014-10 0,05 87296 105347 2016-11 n/a n/a n/a
2014-11 0,05 82779 105708 2016-12 0 706484 117403
2014-12 0,05 78994 106455 2017-01 0 800291 118754
2015-01 0,05 130144 106307 2017-02 n/a n/a n/a
2015-02 n/a n/a n/a 2017-03 0 840525 120373
2015-03 0,05 117812 107545 2017-04 n/a n/a n/a
2015-04 0,05 151285 110566 2017-05 0 960486 120625
2015-05 n/a n/a n/a 2017-06 0 1056430 122293
2015-06 0,05 193067 110339 2017-07 0 1046671 122553
2015-07 0,05 269073 112288 2017-08 n/a n/a n/a
2015-08 n/a n/a n/a 2017-09 0 1120373 122131
2015-09 0,05 315666 112743 2017-10 0 1131016 122264
2015-10 0,05 352106 113228 2017-11 n/a n/a n/a
2015-11 n/a n/a n/a 2017-12 0 1186836 122859

Source: The database from the official web-site of the European Central Bank.
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