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Slide 1 

Dear  Chairman and members of the working group!  

Before I start let me take a moment to thank you for given the opportunity to 

speak on state regulation issues of the public (government) debt and share our 

experience in this field. 

Currently the problem of debt sustainability on the background of the crisis 

developments in the world financial system is significant for the majority of the 

countries in the world. 

The modern financial system is defined by the increased cross-border capital 

flows and development of derivatives market. Besides that national financial 

markets are also influenced by the global financial and commodity markets. In this 

regard, crisis effects that originated in several countries will have an inevitable 

negative impact on the market and economy health in other countries.  

The threat of further growth of financial problems leads to greater uncertainty 

and unpredictability in local and world debt markets. It’s obvious that in such 

conditions there are a lot of risks, which grow rapidly: increase of debt burden,  the 

risk of receiving unfavorable terms for the refinancing of existing liabilities and for 

new borrowings on the market (i.e. growth of price, shortening the period of lending), 

loss of liquidity of government securities and as a result of it the loss of debt 

sustainability. 

All of it should be considered and predicted timely. 

The Accounts chamber of the Russian Federation gives a great consideration to 

this problem. We exercise on a regular basis an analysis of the influence of financial 

crisis on the condition of public debt, especially in the perspective of the debt burden 
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on state economy. Besides that we carry out such analysis both while controlling the 

preparation of government budget and while exercising control over its fulfillment. 

 

We can proudly say that during the last years the Russian Federation ranked 

among the countries with the least amount of debt burden in the world. 

Slide 2. The debt burden indicators. 

As it is presented on the slide, nominally, the indicators of debt burden of the 

Russian Federation according to international standards are standing up to acceptable 

measures.  By the end of 2011 the ratio of public debt to gross domestic product was 

around  9,8 %, which is considerably lower than the level, acclaimed as critical. As 

other positive improvement we can mention that a great deal of work has been 

performed to lower the currency risks and as a result the share of internal debt in the 

public debt is prevailing today.  

 

At the same time the existing “margin of safety” can not be regarded as a fully 

sufficient safety device for preserving the debt sustainability of the Russian 

Federation in the future. 

The program of future borrowings which is an integral part of our state budget 

policy for the next three years is leading to rise of expenses on debt servicing. The 

rate of growth of the amount of public debt and correspondingly of the expenses on 

debt servicing are quite high today as it is presented on the slide. 

Slide 3. Volume and structure of public debt 

Preliminary analysis shows us that there is a high risk of worsening the debt 

sustainability of the Russian Federation under the conditions of existing risks of 

further expansion of crisis in world economy. One of the reasons for such 

apprehension is the fact that the Ministry of finance by drawing the project of state 

budget for the next three years was considering a rather favorable condition of world 

economy and yearly ascending high oil prices. 
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And with the regard to the fact that the planned amounts of public borrowing 

are already set to an unprecedentedly high level, the worst case scenario can simply 

lead to considerable worsening of the terms of borrowing for Russian Federation on 

the markets and to sharp growth of debt burden. 

That’s why we consider for the country so important to preserve a constant low 

level of public debt and take it as our goal to monitor it constantly. 

 

So far we were speaking about the federal state budget, but when we consider 

the risk factors, which are able to turn the tables and affect the debt sustainability of 

the whole country, there is another issue to be mentioned. The Accounts chamber of 

the Russian Federation during the last years is considerably worried by the rise of  

aggregate external debt of the country, which includes the liabilities of national 

companies, financial institutions and regional authorities. 

The tendency of growth is presented on the next slide 

Slide 4. Development and structure of external debt 

As it is known, the issues of contingent debt are for a long period in the scope 

of interest of supreme audit institutions and this topic in particular has been examined 

thoroughly during the work of this particular working group of INTOSAI. The 

undertaken work is of great importance for us and  in some way promoted our further 

examination of these issues. 

The problem of shaping the aggregate external debt of the Russian Federation, 

owed to non-residents, has been touched upon many times in the materials of the 

Accounts chamber of the Russian Federation. 

 The analysis of  the development of financial crisis in 2008 showed us that 

exactly the large amounts of external debt promoted the worsening of the situation on 

national financial market and demanded active state involment to help the national 

banks and enterprises – the main borrowers from non-residents,  to stay on the safe 

side.  The state had to spend the previously accumulated reserves to stabilize the 

economy and overcome the consequences of the financial crisis. 
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Due to change in economic environment the capital inflow has abruptly 

changed for capital outflow. Regarding the vast amounts of liabilities due to be paid 

to external lenders in the situation of shrinkage of sources of borrowing on global 

markets the world financial crisis led to significant difficulties for Russian enterprises 

and banks by settling or refinancing the existing debts or acquiring new loans.  

 

Slide 5 Indicators regarding to external debt. 

On the next slide we show different core indicators, which represent the 

proportion between the main macroeconomic indicators and the amount of aggregate 

external debt of Russian Federation.  

As you can see, mainly the ratios can be regarded as safe ones from the point 

of view of critical values, adopted by the specialists worldwide. 

At the same time, regardless the shrinkage of amount of external aggregate 

debt of the Russian Federation during the period of 2008-2009, following the crisis, 

the overall change for the worse of main economic indicators (i.e gross domestic 

product, volume of export of goods and services) led to worsening of the indicators of 

debt sustainability.    In particular, as it is presented on the slide, by the beginning of 

2010 as a result of financial crisis the debt burden has risen due to the shrinkage  of 

the GDP.  
The risk of reduction of debt sustainability remains at high level, as the external aggregate debt continues 

rising today. At the beginning of 2012 it climbed up to 545 billions USD. 

The ratio of external aggregate debt  to reached over 100 %, which represents quite a high level of risk. This 

indicator reserves, with some assumptions, can be regarded as a measurement tool of the possibility to answer the 

demand of Russian companies for foreign currency. 

The rise of the proportion of foreign capital in the resources of the Russian 

banks and enterprises just amplify the  dependency of Russian economy on the 

situation in world markets and rises the risks of  loss of debt sustainability. 

The Accounts chamber of Russian Federation has many times called for 

attention, that the regulatory bodies of Russian government and the National bank are 

constrained in their actions by handling all these risks, as the acting regulation 
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doesn’t control in full measure the process of external borrowings, made by Russian 

entities.    
With regard to our remarks the Ministry of finance has already undertaken some actions in particular regarding 

the enterprises with state interest.  

We, on our hand, are planning to start in the near future a comprehensive study upon the effectiveness of 

external borrowings of national companies, mainly dealing with the questions whether those borrowings were really 

needed and for what were spent the borrowed money. 

  

In conclusion I’d like to say that against the backdrop of a global financial 

crisis, debt risks should be estimated with much more attention and wider usage of 

negative-scenario-method. Concurrently the analysis of index of debt sustainability 

should include more characteristics and indicators. 

Thank you for your attention! 


