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Elmar Koch and Iikka Korhonen

The Aftermath of the Russian Debt Crisis

Abstract
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1 Introduction
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2 Economic developments since the crisis
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Graph 1

Financial indicators in Russia
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Economic indicators in Russia
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3 The external debt of Russia
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Table 1.  Estimated debt stock of Russian Federation at end-1998, USD billion
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Debt

Russian era IMF 19.4

Other IFIs 6.6

Official creditors 9.7

Eurobonds & MinFins 19.6

Other 0.2

Total 55.4

Soviet era Paris Club 40.0*

COMECON 14.7

Other official creditors 4.7

Commercial creditors
(mainly London Club)

35.2

MinFins 7.6

Other 0.5

Total 102.8

Total 158.2

Note: Above does not include forward contracts (estimated at
around USD 5-7 billion) of Russian banks. The liabilities of the
former GDR (transfer rouble) amount to about USD 14 billion.

* Of which, an estimated USD 18 billion is owed to Germany.

Source: Various non-Russian sources.
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Table 2. Russian eurobond amounts and interest payments as of June 1999,1 (USD million)

Issuer Amou
nt

Due Payment dates 1999 Next
payment2

Central government
Russian Federation 1000 2001 27 Nov 27 May 46
Russian Federation 1250 2003 10 Jun 10 Dec 73
Russian Federation 2500 2028 24 Jun 24 Dec 159
Russian Federation 2969 2005 24 Jul 24 Jan 130
Russian Federation 3467 2018 24 Jul 24 Jan 191
Russian Federation 3 1069 2004 25 Mar 95
Russian Federation 3 668 2005 31 Mar 63
Russian Federation 4 405 2003 30 Apr 36
Russian Federation 2400 2007 26 Jun 240

Local government
City of Moscow 500 2000 30 Nov 31 May 24
City of St. Petersburg 300 2002 18 Jun 18 Dec 14
Region of Nizhny Novgorod 100 2002 3 Oct 3 Apr 4
City of Moscow 3 267 2001 9 Apr 24
City of Moscow 4 216 2001 18 May 21

Banks
Vneshtorgbank 200 1999 26 Jun 26 Sep 4
Alfabank 175 2000 28 Jul 28 Jan 9
Uneximbank 5 250 2000 1 Aug 1 Feb 12
Rossiisky Kredit 5 200 2000 29 Sep 29 Mar 10
SBS-Agro 250 2000 21 Jul 26

Companies
Sibneft 150 2000 15 Aug 15 Nov 15 Feb 15 May 3
MGTS 150 2001 19 Sep 19 Mar 9
Lukoil 230 2002 6 Apr 8
Mosenergo 200 2002 9 Oct 9 Apr 8
Irkutskenergo 3 67 2001 20 Apr 8
Tatneft 300 2002 29 Oct 29 Apr 14
LUKoil 350 2003 3 Nov 4

1 Including Eurobonds held by residents.
2 Amount due.
3 DM-denominated bond, valued at current exchange rate.
4 Italian lira-denominated bond, valued at current exchange rate.
5 Restructuring, missed most recent payment

Source: IIF; Russian Federation Economic Report, 11 June 1999
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4 Russia’s relations with its creditors

4.1 Russia and the IMF
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Table 3.  Some of the IMF’s requested prior actions
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1. Increasing budget revenues
• Postpone VAT cut from 20% to 15%

• Raise taxes on alcoholic beverages

• Introduce taxes on luxury cars and gasoline stations
• Enforce better tax collection from large oil companies

2. Bank restructuring
• Pass bank restructuring and bankruptcy legislation

• Strengthen ARCO (Agent for bank restructuring)

• Withdraw licences of banks to be liquidated

• Authorise the CBR to issue its own debt paper

3. Foreign exchange restrictions

• Abolish the two-tier foreign currency market

• Lift restrictions on foreign bank participation in the foreign exchange market

Source: BOFIT, June 1999.
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4.2 Russia and the Paris Club
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4.3 Russia and London Club
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5 The debt situation in regions and cities
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6 Russia as creditor nation
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Table 4.  Debt of former Soviet Union States to Russia as of mid-1998, USD million

��������������������������$����������$��
�G����0��� ���������	

?�����
������������()*�	+�
�������������� �������"�����������+�������+��
�$��
�	�@��������
�����������
���������������	

:�
�����������>���������������
����
���� ����������()*�	:
���������$����������������5���������������
�!����
����#������ ������������
�������+�������+��,��)������������������������#����$��
���������
&����!���("����������(0��"���������0������ �����������������$�������������$��������������
9�������������������	

?�

of which overdue:Total debt

Principal Interest

Armenia 95 0.1 1

Azerbaijan 96 43 14

Belarus 54 - 1

Georgia 181 - 0.2

Kazakhstan 1720 568 380

Kyrgyz Republic 154 - 20

Moldova 100 30 6

Tajikistan 301 - 11

Turkmenistan 150 146 -

Ukraine 2042 111 1

Uzbekistan 538 - 33

Total 5432 898 465

Source: Surubovic and Usakova (1999)
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7  Payment  on domestic debt
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8 Selected  issues

8.1 Banks and other institutional investors
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8.2 Bailing-in calls and the role of the private sector
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1998 1999
June September December March June

Amounts outstanding 64.9 (28.3) 56.0 (29.8) 54.7 (29.5) 49.1 (25.6) 46.9 (24.7)
Loans 57.2 (27.8) 52.7 (29.2) 50.9 (29.0) 46.4 (25.4) 44.4 (24.6)

Securities 7.7   (0.5) 3.3   (0.6) 3.8   (0.5) 2.7   (0.2) 2.5   (0.1)

Changes (exchange rate
adjusted)

2.7   (0.7) –10.8   (0.2) –1.6 (–0.5) -2.0  (-0.9) -1.5  (-0.2)

Loans 2.0   (0.6) –6.2   (0.2) –2.1 (–0.5) -1.0  (-0.6) -1.2  (-0.3)
Securities 0.7   (0.1) –4.6   (0.0) 0.5   (0.0) -1.0  (-0.3) -0.3      (0)

* Data in parentheses refer to banks in Germany.

Source: BIS International Banking Statistics

Table 5 Banks’ adjustment to the exposure in Russia* (USD  billion)
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8.3 The role of credit rating agencies in the Russian crisis
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Graph 3
Emerging market spreads and ratings

(in percentage points and by rating category)

Sources: Bloomberg; Standard and Poor’s.
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Table 6. Foreign currency rating histories of Russia and Mexico
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Long-term Outlook Date Long-term Outlook Date
BB- Stable 4 Oct 96 Adequate 14 Nov 91

BB- Negative 19 Dec 97 BB+ 30 Jul 92

BB-/CW Negative 27 May 98 BB+ Stable 3 Nov 92
B+ Stable 9 Jun 98 BB+ Positive 18 Nov 98

B- Negative 13 Aug 98 BB+/CW Negative 23 Dec 94

CCC Negative 17 Aug 98 BB Stable 10 Feb 95
CCC- Negative 16 Sep 98 BB Negative 23 Mar 95

SD NM 27 Jan 99 BB Stable 3 Sept 96

BB Positive 2 Sept 97
BB Stable 2 Oct 98

Source: Standard and Poor’s.
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1997
November The central bank refinancing rate is raised from 21 to 28%; a new central rate of RUB 6.2 per US dollar is

announced, the intervention band is widened from ±5% to ±15% for the period 1998-2000.
1998
May Following liquidity problems, a large bank, Tokobank, is temporarily placed under central bank

administration.
The refinancing rate reaches 150% on 27 May and fluctuates widely thereafter.

July Russia and the IMF agree on a stabilisation package of USD 22.6 billion for 1998-99. A first IMF credit tranche
of USD 4.8 billion is made available on 20 July. It includes emergency fiscal measures to raise tax revenues and
reduce government spending.

August Two major banks stop payments in early August. To forestall a run on the assets of other credit Institutions, the
authorities extend RUB 4.1 billion to a number of banks (using their T-bills as collateral). Limits on foreign
exchange purchases by commercial banks are imposed.

On 17 August, authorities allow the rouble to float to a new limit of RUB 9.5 per US dollar; payment in rouble-
denominated short-term state debt is put on hold and a 90-day moratorium is declared on commercial entities’
foreign debt payments. On 23 August, the government is Dismissed.

September After spending more than USD 9 billion in July and August to support the rouble, the central bank abandons its
upper limit of the rouble corridor on 1 September. Six major banks are required to transfer their retail deposits to
state-controlled Sberbank and exchange controls are imposed. On 11 September, parliament confirms a new
government. The rouble stabilises temporarily at around 16 roubles to the dollar.
The Central Bank announces it will bail out the major Russian banks and buy back most of their Outstanding
T-bills.
The IMF states on 30 September that any further lending to Russia under the July agreement hinges on a strong
programme of tax collection and bank reform.

1999
January The government debt market reopens; the central bank sets a 120% yield cap.

February Renewed negotiations with the IMF fail.

April Preliminary agreement with IMF to disburse USD 4.5 billion over 1½ years on conditions that include explanati-
on of past use of IMF resources and a implementation of a range of economic measures.

May/June The rouble stabilises at around 24 to the dollar.

July Russia receives a USD 4.5 billion stand-by credit from the IMF. USD 640 million is immediately available.

August The Paris Club agrees to postpone for a period of 15 to 20 years USD 8 billion in payment on Soviet-era debt
falling due before the end of the year 2000.

September The first large Russian bank, Menatep, is declared bankrupt. Menetap’s debts are reported to be at least USD 1.2
billion. At the end of August, Russia had 1,390 banks, only one hundred less than the year before. IMF continues
to withhold the second tranche of the stand-by credit.

November-
December

Russia and London Club fail to agree on restructuring terms for the Soviet debt. At the beginning of December
Russia misses another interest payment to the London Club creditors, bringing the total arrears to the London
Club to USD 1.4 billion. The rouble continues to depreciate, so that at the end of November it stood at 26 to the
dollar. IMF continues to withhold further tranches of the stand-by loan.

2000
February Russia reaches a preliminary restructuring agreement with the London Club creditors. The old Soviet debt pre-

viously handled by Vneshekonombank will be exchanged to eurobonds of the Russian Federation, and at the
same time the details of the deal mean that Russia receives approximately 50% reduction in the value of this
debt. The deal still requires an approval of 75% of the holders of the debt.

Appendices

�����	��3
�������������
��������������������������



Elmar Koch and Iikka Korhonen The Aftermath of the Russian Debt Crisis

 23 BOFIT Online 7/2000Bank of Finland  / Institute for Economies in Transition www.bof.fi/bofit

�����+� ��#���������������������������������

Eurobonds: Payment terms being met
Russia issued its first $1 billion Eurobond in November 1996, and has since issued
Eurobonds with a total dollar value of about $16 billion. Denominated in various
currencies, Eurobonds are the highest class of Russian debt. Rescheduling is very
difficult to negotiate, since Eurobond holders are dispersed around the globe.

London Club debt: In default
In late 1997, Russia completed a deal to restructure about $28 billion of Soviet-era debt
to the London Club, which represents more than 600 Western commercial lenders. The
debt was split into two types of securities. About $20 billion became “principal notes,”
or Prins, which represent loans that the state-owned foreign payment agent, Vneshe-
conombank, defaulted on in 1991. The remaining $8 billion became “interest arrears
notes,” or IANs, which represent interest accrued since the default. Russia effectively
defaulted on the Prins by end-1998.

Paris Club debt: Restructured temporarily
In 1996, Russia rescheduled nearly $40 million in Soviet-era debt to the Paris Club, a
group of Western governments that have lent money to emerging market economies. In
1998 Russia missed payments on this debt, but in August 1999 Russian Federation and
the Paris Club creditors agreed to postpone the $8 billion in debt servicing falling due
before the end of 2000. Details on the restructuring are to be agreed later.

MinFin bonds: Payment due
Also known as Taiga bonds, these dollar-denominated securities were issued in 1993 to
cover about $8 billion in corporate accounts that Vneshekonombank froze after the
Soviet Union’s collapse. In 1996, Russia’s Ministry of Finance issued two new tranches.
MinFin bonds are technically domestic debt under the jurisdiction of Russian law,
making it very difficult for foreigners to make claims in the event of a default. Russia
has presumably paid $1.3 billion of the MinFins in 1999. In May 1999 Russia missed
a payment on the MinFins. They may ultimately be swapped into equity, new MinFin
series 98 bonds, or exchanged for OFZs at a sliding interest rate from 15%.

Treasury debt: Mostly restructured
Also known as GKOs and OFZs, this rouble-denominated debt has been issued by the
Russian government since 1993 to finance its budget deficit. By mid-1998, the dollar
value of Russian Treasury notes had reached about $70 billion. On 17 August 1998, the
government stopped payment on notes set to mature before the end of 1999. Foreigners
held about $13.5 billion of that debt. Owners of GKOs and OFZ had to settle for very
disadvantageous restructuring terms, and their initial compensation (at market prices)
was approximately 1.5 cents to a dollar.

Source: Wall Street Journal, Central Europe, and author
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