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Abstract
In the article, in order to determine the degree of diversification of debt offered by the state to inverters,
its impact on the level of their return on the market portfolio within the framework of operations by the
Bank of Russia with government securities on exchange markets; as well as the conditions and volumes
of circulation of federal loan bonds for individuals, considered by the state as a tool to increase investor
activity in the secondary securities market, the state of the government securities market is analyzed in
light of the debt policy and the monetary policy of the Bank of Russia by identifying the relationships
between indicators of debt issuance, Bank of Russia own operations with securities, placement and
additional placement of government short-term bonds federal loan bonds and bonds on an auction basis
and the secondary market .It has been established that in the face of a reduction in the volume of
government securities issued and the Bank of Russia operations on their sale on the exchange market. The
presence of a noticeable correlation between the change in the level of yield of federal loan bonds on the
market portfolio and the Bank of Russia key rate indicates that bank liquidity is used by banks not only
for lending to the economy, but also for investments in government securities, and a decrease in federal
loan bond yield on the market portfolio is the result of increased demand for them from credit
organizations.
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1.

Introduction
The development of the economy of any country does not occur without the use of “... government

securities (GS) as a tool for regulating the economy, a lever for influencing money circulation and money
supply management, means of non-issue coverage of state and local budget deficits, a way to raise funds
from enterprises and population to solve particular problems...” (Demilkhanova, 2016, p. 86). They are
“... the cornerstone of the modern financial system ...” (Feder-Sempach & Stawasz-Grabowska, 2019, p.
66).
Modernization, innovative development, digitalization of the Russian economy are processes that
directly depend on the effectiveness and unity of the monetary policy and the state debt policy pursued by
the Bank of Russia, focused on adapting the national economy to new realities on the basis of, first of all,
maintaining “flexibility in the implementation of internal borrowing”, as well as conducting a responsible
debt policy in the constituent entities of the Russian Federation and municipalities.

2.

Problem Statement
The modern sovereign debt market (state short-term zero-coupon bonds-federal loan bonds)

operates in the context of the development of world securities trading on exchange markets in the
following areas:

• “... increased trade in derivatives on international stock assets;
• consolidation of the securities market in space and time;
• market concentration in leading financial centers of the world and in the ownership of legal
entities;

• the creation of new market tools...” (Pryanishnikova, 2016, p. 57).
The domestic market for government debt instruments is directly influenced by the above trends in
the development of global stock markets. The results of the study, reflected in the work (Demilkhanova,
2019), showed that the level of development of the market for corporate bonds and broad market shares is
also reflected in the change in the development indicators of the Russian government securities market; “...
an increase in the tightness of the relationship between the main government bond index and additional
indices (RUGBITR 1Y, RUGBITR 3Y, RUGBITR 5Y) occurs as the duration increases...”. In these
conditions, the issue of the effect of the monetary policy pursued by the Bank of Russia on the functioning
of the government debt instruments market, the relationship between the operations of credit institutions in
the stock market, their profitability and the conditions for their implementation remains no less important.

3.

Research Questions
Modern studies on the problems of state borrowing are aimed primarily at improving the state debt

policy, overcoming crisis phenomena in the economy by identifying and using the potential of debt
financing and achieving economic growth based on this (Stolyarov & Transition, 2019).
Many researchers turn to the study of the relationship between profitability factors of long-term
financial market instruments, such as inflation (Mikhailov, 2012, 2016), duration and frequency of coupon
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payment (Alkina, 2019), foreign exchange reserves (Tiunova, 2019), and exchange rates (Megasari et al.,
2019), the stock market (Cheng & Yang, 2017), etc., improving the mechanism for using them as a tool to
finance the budget deficit of a country or a specific region (Levin & Polkin, 2018), as well as the formation
of highly liquid assets of credit institutions anizatsy (Ushanov, 2016).
The results of systematizing the approaches of Russian researchers of the financial market and its
indicators (Fedorova & Pankratov, 2010; Lakhno, 2017; Nikonorov, 2014; Vlasenko & Simanova, 2016
etc.) show that the researchers are especially interested in the dynamics of stock market indicators, crosscountry comparisons, and also models describing the influence of certain macroeconomic factors on the
state of the stock market of debt instruments.

4.

Purpose of the Study
The scientific interest in the problems of the functioning of the market for government debt

instruments is explained by its influence on the development of all areas of the economy, participation in
economic processes that contribute to the development of both the public sector and the financial and
credit sector through an increase in its credit potential. Based on this, it is considered necessary to
determine:
1) the degree of diversification of debt instruments offered by the state to inverters, by type and
its impact on their level of return on the market portfolio within the framework of operations
by the Bank of Russia with government securities on exchange markets;
2) the conditions and volumes of circulation of federal loan bonds for individuals, which, in
accordance with the “Main Areas of the Debt Policy of the Russian Federation for 2017-2019.
should be "... an intermediate step on the way from the traditional savings instrument, which is
a bank deposit, to marketable securities with secondary circulation and associated with
increased risks...”.

5.

Research Methods
The initial stage of implementation of the state debt policy is characterized by the fact that the

volume of placement and additional placement of state short-term zero-coupon bonds-federal loan bonds
is growing, while in 2016–2017 there is a multiple increase in the nominal volume of placement and
additional placement over the revenue of the Ministry of Finance of the Russian Federation obtained as a
result of placement of securities by the Bank of Russia on an auction basis and the secondary market. The
total volume of government securities in circulation in 2016 is 5611.3 billion rubles, in 2017 – 6719.0
billion rubles. Federal bonds with fixed coupon income (FB-FI) hold the bulk of government securities in
circulation: 54.2 % in 2016 and 63.6 % in 2017 (an increase of 9.4 %). Their volume in circulation
increased by 1232.5 billion rubles. or 40.6%. For the analyzed period, there is a decrease in the share of
federal bonds with amortization of debt (FB-AD); federal bonds with amortization of debt and variable
income (FB-AD-VI) and federal bonds with variable coupon income (FB-VI) in the total volume of
government securities in circulation: by 3.6, 0.15 and 4.9 %, respectively (Table 1, Fig. 1).
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Table 01. The dynamics of the volume of placement of government securities on an auction basis and
secondary trading on the stock market for 2016–2017
2016
2017
Absolute
Growth
Indicators
billion
billion
deviation rate [%]
rubles
rubles
Volume of placement and additional placement
of state short-term zero-coupon bonds-federal 121.2
126.2
5.0
104.1
loan bonds at face value
Volume of proceeds from the placement and
additional placement of state short-term zero- 1089.5
1704.8
615.3
156.5
coupon bonds-federal loan bonds
Note: author’s calculations are based on: Russian Finance. 2018: Stat.sb./ Rosstat. M., 2018. P. 414

Figure 01. The volume of government securities in circulation by type in 2016-2017 (billion rubles)
In the structure of the Bank of Russia’s investments in securities, the debt obligations of the
Government of the Russian Federation occupy only 1.1 % in 2018. The volume of these investments
decreased by 39.9 billion rubles and in 2018 amounted to 179.0 billion rubles. Investments in debt
obligations of foreign issuers in Euro, US dollars, British pounds and Chinese yuan and other currencies
increased by 0.5 % and amounted to 15 504.6 billion rubles in 2018. So, a significant share of
investments is held by investments in debt obligations of European countries (55.6 %), 8712.0 billion
rubles (Fig. 2).
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Figure 02. Structure of Bank of Russia investments in debt instruments in 2017 and 2018
Note: author’s calculations are based on: Bank of Russia Annual Report for 2018 [Electronic resource]. URL:
https://www.cbr.ru/Collection/Collection/File/19699/ar_2018.pdf. P. 310.

There is a sharp decrease in investments in debt securities of issuers in the USA and Canada (32.9 %) and a significant increase in the share of investments in debt obligations of Chinese issuers (+
25.1 %).
In 2018, there was a decrease in the Bank of Russia operations in the sale of securities on the open
market compared to 2017:
• the volume of Bank of Russia own operations (operations on placement of own bonds (Bank of
Russia bonds)) decreased by 29 095.3 billion rubles or 78.6% and amounted to 7 902.6 billion
rubles in 2018;
• the volume of Bank of Russia operations on the sale of government securities of the Russian
Federation, performed on behalf of the Ministry of Finance of the Russian Federation,
decreased by 666.6 billion rubles (by 39.1%), and by the end of 2018 amounted to 1038.3
billion rubles (Table 2).

Table 02. Analysis of the volume of transactions concluded by the Bank of Russia with its own securities
and government debt obligations at the stock exchange trading in 2017-2018 (billion rubles)

Trade organizer

Volume of Bank of
Russia
own
operations
with
securities
(including
repo
transactions)
2017
2018

Absolute
deviation

Growth
rate
[%]

Volume
of
operations with
securities
performed
on
behalf
of
customers
2017
2018

Absolute
deviation

Growth
rate
[%]

Moscow Exchange
36 997.9
7902.6
-29 095.3
21.4
1704.9
1038.3
-666.6
60.9
Group
St.
Petersburg
0
0.001
0.001
–
0
0
0
–
Currency Exchange
Total volume of
36 997.9
7902.6
-29 095.3
21.4
1704.9
1038.3
-666.6
60.9
operations
Note: author’s calculations are based on: Bank of Russia Annual Report for 2018 [Electronic resource]. URL:
https://www.cbr.ru/Collection/Collection/File/19699/ar_2018.pdf. P. 314.
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As one of the factors for reducing the volume of Bank of Russia operations on the organized
market, one can name a decrease in federal loan bond issue volumes. According to the report of the
Ministry of Finance “On the results of the issuance of government securities in 2018”, a decrease in the
total volume of issued federal loan bonds and external bond loans by 740.8 billion rubles (Table 3). This
decrease of 97.2 % is due to a decrease in the federal loan bonds issue, since the main share of the issue
falls on federal loan bonds: 99.6 % in 2017 and 99.5 % in 2018. External bond loans occupy only from
0.4 to 0.5 % of the total volume of government debt issuance in 2017-2018.

Table 03. Analysis of the dynamics of the volume of emissions of federal and external loan bonds in
2017–2018
2017
number of
government
securities
[mln]

2018
amount of
cash from
placement,
billion
rubles

% to
total

number of
government
securities
[mln]

Deviations
amount of
cash from
placement,
billion
rubles

% to
total

mln

billion
rubles

Volume of
federal and
external
1782.5
1763.3
100.0
1060.0
1041.7
100.0
-722.5
-740.8
loan bonds
issue, total
including
federal
1782.1
1756.4
99.6
1059.7
1036.6
99.5
-722.1
-719.8
bonds
external
0.4
6.9
0.4
0.3
5.1
0.5
-0.1
-1.8
bonds
Note: author’s calculations based on: Order of the Ministry of Finance of the Russian Federation dated January 30,
2018 No. 14n “On approval of the Report on the results of the issue of government securities in 2017”.
https://www.minfin.ru/common/upload/library/2018/02/main/Prikaz_14n_dlya_sayta.pdf; Order of the Ministry of
Finance of the Russian Federation dated 01.02.2019 No. 14n “On approval of the Report on the results of the issue of
government
securities
in
2018”.
http://publication.pravo.gov.ru/Document/View/0001201904050027?index=0&rangeSize=1.

In accordance with a decree of the Government of the Russian Federation, in 2018, government
securities were to be issued “in volumes not exceeding 1,485.7 billion rubles (in the currency of the
Russian Federation) and 7 billion US dollars (in foreign currency)” (in accordance with the order of the
Government of the Russian Federation of December 16, 2017 No. 2850-r “On the issue of government
securities in the currency of the Russian Federation” and the order of the Government of the Russian
Federation of December 16, 2017 No. 2851-r “On the issue of government securities in foreign
currency”).
The decrease in government securities issues also influenced the structure of the debt portfolio
formed by credit institutions. In its composition, the debt obligations of the Russian Federation occupy
the bulk of investments, both in 2017 and in 2018, but at the same time this indicator for the analyzed
period decreased from 35.7 to 29.8 % (Table 4).
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Table 04. Comparative analysis of investments of credit organizations in debt obligations for 2017–2018
Indicators

2017
billion
rubles
9947.5

%
total
-

to

2018
billion
rubles
10856.5

%
total
-

to

Growth
rate [%]

Investments in debt obligations, total
109.1
including the main areas of investment:
Investments in Bank of Russia bonds
340.3
3.4
1344.0
12.4
395.0
Investments in debt obligations of the Russian
3554.3
35.7
3239.0
29.8
91.1
Federation
Investments in debt obligations of the constituent
391.6
4.0
372.3
3.4
95.1
entities of the Russian Federation
Investments in debt instruments issued by
427.3
4.3
327.4
3.0
76.6
resident credit organizations
Investments in debt instruments issued by non1881.7
18.9
1824.3
16.8
96.9
residents
Note: the author’s calculations based on: Investments of credit organizations in securities. Official site of the Central
Bank of Russia [Electronic resource]. URL: https://www.cbr.ru/Collection/Collection/ File/19699/ar_2018.pdf. P. 314
.: https://www.cbr.ru.

A special place in the government borrowing market is held by federal loan bonds for individuals
(FB-n), their share in the total volume of placed government securities increased in 2017–2018 from 0.5
to 0.7 % and continued to remain at this level in the first half of 2019 (Table 5, Fig. 3).
Equally preferable for credit institutions are debt instruments issued by non-residents, they occupy
16.8 % in the structure of investments in 2018, but the volume of investments over the period decreased
by 3.1 % and amounted to 1824.3 billion rubles. A decrease in investment volumes is also observed in
other areas, with the exception of investments in Bank of Russia bonds, there is a noticeable increase in
their share in the structure of credit institutions' investments in debt instruments from 3.4 to 12.4 % in
2018. The volume of investments in Bank of Russia bonds for the analyzed period increased by 295.0 %
and amounted to 1344.0 billion rubles.

Table 05. Main parameters of the issue and circulation FB-n
Indicators
Face value, rubles

Release and circulation options
1000
VTB24, PJSC
Issuing, repurchasing, servicing and redemption agent
Sberbank, PJSC
Terms of storage of property rights
Mandatory centralized storage
Non-bank credit organizations of National Settlement
Depository
Depository, JSC
Min and max. number of pieces per owner (natural min. – 30 pcs.
person), pcs.
max. – 15,000 pcs.
1st coupon – 7.5 %;
2nd coupon – 8.0 %;
3rd coupon – 8.5 %;
Coupon rate,% per annum
4th coupon – 9.0 %;
5th coupon – 10.0 %;
6th coupon – 10.5 %
Note: compiled by the author based on: Order of the Ministry of Finance of Russia dated June 2, 2017 No. 420 “On
the issue of federal loan bonds for individuals of the additional issue No. 53001RMFS”.
https://www.minfin.ru/ru/document/?id_4=118529; Order of the Ministry of Finance of Russia dated March 15, 2017
No.
38n
“On
the
Conditions
of
Issue
and
Circulation
of
OFZ-n”.
http://minfin.ru/ru/perfomance/public_debt/internal/ofz-n/legistation/.
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Figure 03. Structure of volumes of placed government securities in 2017 and 2018.
Note: the author’s calculations are based on: Volumes of placed government securities as of 01.01.2018; Volumes of
placed government securities as of 01.01.2019; Volumes of placed government securities as of 01.07.2019 .
https://www.minfin.ru/ru/search/?q; The official website of the Ministry of Finance of the Russian Federation.
https://www.minfin.ru/ru.

According to the Ministry of the Russian Federation, “the total nominal “value of redeemed FB-n
from the owners (issue No. 53003RMFS) in 2018–2019. amounted to 1865.6 million rubles. The buyback
was carried out in different periods: 22.04.2018–30.05.2019, 09.09.2018–30.05.2019, and 10.03.2019–
30.05.2019. The largest repurchase volume was in the first period and amounted to 1357.2 million
rubles.”

6.

Findings
An assessment of the correlation between the change in the FB yield level for the market

portfolio and the Bank of Russia key rate for the period 31.01.2018–30.09.2019 indicates that there is a
noticeable relationship between the studied indicators: bond yield decreased from 7.03 % per annum to
6.89% per annum, the key rate decreased from 7.75 to 7.0 % (Fig. 4).

Figure 04. Dynamics of the return on FB and the key rate of the Bank of Russia for the period 31.01.18 –
30.09.2019
Note: compiled by the author based on: the official website of the Moscow Exchange Group. www.moex.com;
Official site of the Central Bank of Russia. www.cbr.ru.
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7.

Conclusion
Thus, the government borrowing market in the light of the debt policy and monetary policy of the

Bank of Russia is characterized in 2017–2018 by the following:
1) FB-FI are the main instrument of the organized market used to implement state tasks;
2) in the context of a reduction in Bank of Russia operations on placing its own securities on the
market, Bank of Russia bond, interest from credit organizations has increased and investments
in these debt instruments have amounted to 3239.0 billion rubles in 2018;
3) in the face of a decrease in the volume of government securities and Bank of Russia operations
on their sale on the exchange market, they still occupy a significant share in the structure of
credit institutions' investments in debt instruments, but over the analyzed period their share
decreased from 35.7 to 29.8 %. The presence of a noticeable correlation between the change in
the FB yield on the market portfolio and the Bank of Russia key rate indicates that the bank
liquidity increasing as a result of the reduction in the key rate is used by banks not only for
lending to the economy, but also for investments in government securities, and a decrease FB
yield on the market portfolio is the result of increased demand for them from credit
organizations.
4) the demand for FB-n increases, their share in the total volume of placed government securities
increased in 2017–2018 from 0.5 to 0.7 %;
Further research is aimed at identifying the degree of influence of such factors as changes in
demand from various groups of investors, the structure of the market portfolio of corporate bonds, nonresidents' investments in government securities of Russia and other factors on changes in the yield of
government bonds.
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