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The Russian monetary system has been repeatedly influenced by many negative factors, the last
of which was the 2014 devaluation of the ruble, a key element of the national monetary system. This
resulted from a change in the Bank’s policy on exchange rate setting and new monetary decisions. At
the same time, estimates by various analysts and representatives of the Ministry of Finance, Central
Bank, and other official bodies and agencies are ambiguous and often cause confusion among ordinary
citizens. The presentation and interpretation of dynamics of some money market indicators in the
mass media, as resulting from Central Bank decisions, necessitates the study and application of such
tools that produce unambiguous results. The main goal of this article is to study dynamics of bank
deposits and exchange rates for the Russian ruble, Euro, and US dollar, to ascertain if dynamics of
bank deposits in Russia reflect changes in public confidence in the national currency for mid-2014 the
beginning of 2016. The study uses methods of comparative analysis, including graphic representation,
consolidation, and correlation analysis, methods verified by Russian and foreign economists, of large
data within a certain timeframe. Refs 19. Figs 6.
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IVMHAMUKA BAHKOBCKMX JEIIO3UTOB B YCIOBUAX KOJIEBAHUVI KYPCA PYBJIA
B 2014-2015 rr.: AHAJIM3 1 UHTEPIIPETAIIVIA

Poccuiickas feHe>xHasi CucTeMa MHOTOKPATHO MCIIBITBIBA/IA Ha ceOe BIMsAHIe HeTaTUBHBIX (aKTOPOB.
IMocnegHuM ApKUM COOBITUEM /IS TPpaXKAaH Poccun B OTHOIIEHNN PY6/Isi — OCHOBHOTO 9/IEMEHTA
TEHEXXHOJ CUCTEMbI CTPAHbl — CTaja €ro feBajbBalysa BO BTOpOIi nonosuHe 2014 r., cBA3aHHaA
¢ u3MeHeHueM nopxona banka Poccun K ycTaHOB/IEHMIO Kypca HAalMOHATbHONM BaIIOThl ¥ HOBBIMU
pelueHnAMY B 00/IaCcTy feHeXXHO-KPENUTHOI MOMUTHUKY. HacesleHne UCIbITano Ha cebe MHOXKECTBO
HETaTUBHBIX IIOCIEACTBUI 3TOro coObTys. OFHOBPEMEHHO OLIEHKY aHATUTUKOB, IpeACTaBUTENel
MuHucrepctBa ¢uHancoB, LJeHTpampbHOrO 06aHKa ¥ MHBIX OPraHOB U BeJOMCTB HEOZHO3HAYHBI
M YAcTO BBI3BIBAIOT HENOYMEHME Y IIPOCTHIX TpaKJaH. Takoe HeOJHO3HAUYHOe TIOHMMAHUE
U MHTepIpeTanyus OMHAMUKU OTHE/NbHBIX II0Ka3aTeslell I€HE)KHOTO PbIHKAa B CPeCTBAaX MacCOBOI
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uHboOpManUM BCIeACTBUe peuteHn’t baHka Poccuu BbIsBamuM HeOOGXOAMMOCTb PasbsICHEHs
TAHHOTO BONPOCAa HAa OCHOBE HPOBENEHMA MUCCIENOBaHMA C IPMMEHEHMEM WHCTPYMEHTapu,
pe3y/IbTaTbl KOTOPOrO MOTYT ObITh OJHO3HAYHO MCTONKOBAHbL 1]elbl0 M3y4eHus AMHAMUKY OaH-
KOBCKIUX BKJIAQZOB M KypCOB poccuitckoro py6ss, espo u gomnapa CIIA sBiseTcs MOMCK OTBe-
Ta Ha BOIIPOC: OTpa)kaeT /M JMHAMMKa GaHKOBCKMX BKJIAaJOB B Poccuy msMeHeHme moBepus Ha-
CelleHNsA K HaI[MOHA/IBbHOJ BajloTe B IIepMOf, CO BTOpoi nmomoBuHB! 2014 r. ;o Havama 2016 r.?
B crarbe UCHONMB3YIOTCSA METOABI CPaBHUTENIBHOTO aHAINM3a, BKIIIOYAIOIVe rpadUyecKyilo BU-
3yanmsaluio, o60OIleHNe M KOPPE/ALMOHHBI aHalu3, MpUMeHEHHBble IJIA MaccuBa NaHHBIX
B paMKaX 0003HAUYeHHOTO BPEMEHHOTO IIepMofia ¥ MHOTOKDAaTHO OIIpaBjaBIINe cebsa B paboTax
OTeYeCTBEHHBIX 1 3aPYOeXKHbIX YUCHBIX-9KOHOMUCTOB. Bubmuorp. 19 Hass. V. 6.

Kniouesvie cnosa: 6aHKOBCKMIT BKJIafl, Ba/IIOTHBII KypC, leBa/IbBallNs, HeHeKHO-KPeHUTHAs 110~
NINTYKA, HAIIMOHA/IbHAS Ba/IIOTa, MHOCTPAHHASA Ba/IIOTa.

Introduction

During the period of geopolitical instability and disapproved position of Russia in
the international financial market, the government considered domestic sources to finance
economy and investment. It was expected that, in return for long-term support and favora-
ble conditions created for the banking sector, it would redirect the temporarily free funds
into the national economy. However, there were mixed views about the amount of resourc-
es accumulated by the Russian banks and their investment into economy. For example, in
the second half of 2015 — beginning of 2016 a number of practicing economists — Russian
analysts, representatives of state corporations and governmental agencies — made some
ambiguous statements during official events. Here we shall cite some of them.

“Deposits from the population had been increasing faster than expected until Decem-
ber 2015 and forecasts made by the regulatory authority and major banks had to be revised
upwards. In the beginning of the year, growth forecast was at 5-8 %, then the Central Bank
announced 10 % growth, now, at the end of 2015, the baseline forecast is 15 %. This is high-
er than the level of inflation which, according to the Ministry for Economic Development,
shall reach 12.7-12.8 %.

However, we anticipate that even despite the expected the rate growth in December...,
individual deposit growth rates would slow down significantly. Foreign currency deposits
would continue to grow, while ruble deposits would decrease and this trend is to continue
in January. Deposits for one year with the highest rates, which increased their share in
the deposits made by the population in December last year, could have been maintained
should the population be more optimistic about macroeconomic stability and exchange
rates, as well as inflation” [Deposits of the Population..., 2015].

“During the first five months of 2015 Russian depositors brought 830 billion rubles
into the banking system, which increased the deposit base by almost 7 %", said Andrej Mel-
nikov, deputy director general of the state corporation “Deposit Insurance Agency” (DIA),
at the XVI Russian national banking forum in Nizhny Novgorod. According to Melnikov,
“deposits have demonstrated such dynamics for the first time in the past two years” He
added that “the amount of deposits has increased despite the shocks which happened over
this time” [DIS: Russians for ..., 2015].

Such claims, made many times, could not but raise professional curiosity and demand
verification. In order to do this statistical data, provided by the Central Bank site, was used
[The Central Bank of Russian Federation, 2016]. The working hypothesis is that, despite the
nominal growth of bank deposits in 2014-2015, real growth rate was rather low. It doesn’t
permit the conclusion that Russians trust the ruble as a currency for making savings. More
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than that, the decision of the Central Bank about devaluation of national currency as a part
of the national monetary policy has led to the impoverishment of the population, and sta-
tistical increase in the volume of foreign currency deposits as a result of currency conver-
sions is interpreted in the wrong way by economists. The basic premise is that since 2013
the Russian economy has been affected by political instability, economic crisis, and then by
western sanctions in 2014. Banks have lost the opportunity to borrow on the international
market and had to explore domestic resources. However, inflation and devaluation of the
national currency has led to a significant decrease in the spending capacity of the popula-
tion. In this connection, it may be assumed that the amount of ruble deposits should either
remain unchanged or decrease. Besides that, in 2014-2015 the ruble sharply depreciated
and for individual bank clients it would have been more beneficial to convert ruble deposits
into foreign currency ones. Therefore, there is a high probability that an instable economy
leads to the loss of confidence in the national currency.

Theoretical background

It should be noted that the subject of bank deposits as financial resources on the micro
and macro level has been of little interest to national economists. In 2015-2016 it was stud-
ied by N.I. Valentseva, E.S. Cosco, D. D. Polikarpov, A.I. Kipkeeva [Valentseva et al., 2016],
S.V. Anureev [2015], A.V.Egorov, E.N. Chekmareva, I. A. Voronova [Egorov et al., 2016],
with dissertation papers presented by L. A. Vinokurova [2016] and S. A. Bondareva [2016].
Only the latter study provides a comparative analysis of bank deposit portfolios and further
investment of accumulated resources.

Another important issue is the influence of foreign currency, mainly the Euro and the
US dollar, on the size and structure of the aggregate deposit portfolio. Only few authors
raised this subject in the leading national publications in the past decade, including S.V.
Anureev [2015] and E. E. Rumiantseva [2009], who studied depositors’ behavior during the
instability of foreign exchange rates, difference between real and nominal income of de-
positors and its implications for the economy. S.K. Semionov [2007] talks about the nega-
tive consequences of the dollarization of the economy, echoing the studies conducted by
M. Savastano [1996], R. Chang, A. Velasco [Chang, Velasco, 2002], E. Feige [2002a; 2002b],
A. Shinkevich, N.Oomes [Shinkevich, Oomes, 2002] and other scholars. U. A. Haritonova
[2011] examined another aspect of this subject — the possibility of economic stimulation
through exchange rates, where she applies ideas of M. Fleming [1962], R. Mundell [1963]
and J. Williamson [1983(1985)], which continue to be relevant nowadays.

Nevertheless, the problem rose in this article, while being aligned with the fundamen-
tal ideas of western economists and practical studies of national specialists, has its own
way for development — narrower and more practical, based on the popular econometric
modeling technique.

To verify the hypothesis, it was decided to use the method of comparative analysis
which involves graphs, consolidation and correlation analysis.

The aim of this article is to study the interrelation between currency rates (ruble, US
dollar and euro) and the dynamics of private foreign and national currency deposits in
Russia. To reach this aim, there are the following objectives:

— to study the dynamics of private deposits in national and foreign currency in

Russia;
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— to examine the dependency between foreign currency deposits and foreign cur-

rency rates (US dollar and Euro);

— to study the behavior of the depositor and determine if it depends on changes in

currency rates.

First, there is a need to examine changes in private ruble and foreign currency
deposits.

From 01.01.2014 till 01.01.2016 ruble deposits increased by 13.5 % (from 13985238 to
15879147 mln rub.), while foreign currency deposits, denominated in foreign currency,
grew only by 2.66 %. Nevertheless, it should be noted the growth rate of foreign currency
deposits denominated in rubles was over 136 %.

Now, let’s consider the causes of the changes in more detail, starting with foreign
currency deposits.

There are two factors that might have affected these deposits:

— conversion of private ruble deposits into foreign currency;

— rubles weakening.

The first depositor’s choice, i. e. withdrawal of money from rubles deposits and con-
verting it into foreign currency deposits, would have been the most rational. For exam-
ple, 100 000 rubles deposited for the period from 30.08.2014to 01.02.2016 at 8.02 % for
1.5 years would have brought a profit of 12 090 rub. 01 kop., while timely conversion into
US dollars and opening a foreign currency deposit for the same period at 3.08 %! would
have brought 10 times higher profit of 116 226 rub. 48 kop.

It’s interesting to note that there is no simultaneous positive dynamics of foreign cur-
rency deposits and negative dynamics of rubles deposits (fig. 1).
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Figure 1. Dynamics of aggregate rubles and foreign currency deposits in the Russian banking system
(01.01.2014-01.02.2016)
Source: The Central Bank of the Russian Federation, 2016. URL: http://cbr.ru/ (accessed: 22.01.2017).

! Information on deposits of individuals and non-financial organizations in rubles, US dollars and
Euros of the Central Bank of the Russian Federation. Available at: http://www.cbr.ru/statistics/?PrtId=int_
rat (accessed: 05.12.2016).

596 Becmuuxk CII6TY. Oxonomuxa. 2017. T. 33. Bvin. 4



Deposit dynamics shows that should the conversion occur, it would have been insig-
nificant.

The second factor affecting the deposit dynamics of foreign currency deposits, name-
ly the foreign currency rates, suggests otherwise. The majority of foreign currency depos-
its in Russian banks are deposits in Euros and US dollars. According to the Bank of Russia
(see fig. 2 and 3), both currencies show similar trends.

Despite temporary growth of the euro against the US dollar, the rate difference against
the ruble was insignificant. It is necessary, therefore, to focus on the interdependence be-
tween the amount of foreign currency deposits and US dollar rates, as the US dollar is
the currency that is traditionally preferred by Russian citizens, partly due to the negative
processes taking part in the EU economy during the period of study.

To determine the extent to which foreign currency deposits depend on US dollar
rates, we should calculate the correlation co-efficient (formula 1).

Y E-Xr-9)
\/Z(X XPY (v -1y

where X = th, Y= ZY — average for the sample.

(1)

Exchange rate, RUR

2014 July 2015 July 2016

Figure 2. The evolution of the US dollar exchange rate against the ruble (01.01.2014-01.02.2016)
Source: The Central Bank of the Russian Federation, 2016. URL: http://cbr.ru/ (accessed: 22.01.2017).

Exchange rate, RUR

2014 July 2015 July 2016

Figure 3. The evolution of the euro exchange rate against the ruble (01.01.2014-01.02.2016)
Source: The Central Bank of the Russian Federation, 2016. URL: http://cbr.ru/ (accessed: 22.01.2017).
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The correlation co-efficient shows how these indicators change and the level of
interdependency. It may range from -1 to 1. A value close to 1 is a positive indicator,
which means strong correlation and direct dependence between these factors. In such
case, the increase of one of the factors, e.g. US dollar rate, leads to the increase of the
outcome indicator — amount of the deposits denominated in US dollars, and vice versa.
A value close to -1 shows negative correlation and inverse dependence between these
factors, when the increase in the monitored factor leads to the decrease of the outcome
indicator to the same degree. Values near zero show weak correlation and low level of
interdependence between factors, which means that the change in the monitored factor
does not lead to the change in the outcome indicator.

The correlation analysis has demonstrated strong dependence between the exchange
rate of the US dollar and the increase in foreign currency deposits, as it is shown by the
correlation co-efficient of 0.99. Also, we can observe similarity in the graphs showing
changes in foreign currency deposits and the US dollar rates (fig. 4).
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Figure 4. Dependency between the volume of foreign currency deposits in Russian banks and the US
dollar rate (01.01.2014-01.01.2016)
Source: The Central Bank of the Russian Federation, 2016. URL: http://cbr.ru/ (accessed: 22.01.2017).

Bearing in mind that it was the Bank of Russias statistics that provided the data for
the analysis, it is obvious that the real amount of foreign currency deposits has demon-
strated very little change, which is so insignificant that graphs show only the changes re-
sulting from the conversion of deposits denominated in foreign currency. 13.6 % increase
in ruble deposits might be accounted for by the increase of the Central Bank’s base rate
and, as a result, of commercial bank deposit rates (fig. 5).

It seems that by the end of 2014 the volume of ruble deposits should have increased
following the increase in interest rates, but the actual situation was quite the contrary
(fig. 6). There might be several reasons for this: either depositors chose to follow a wait-
and-see strategy in anticipation of changes on the currency and deposit markets, or they
just did not have enough available funds. Another reason is that depositors realized that
they had suddenly become much poorer and decided to hold on their cash.
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Figure 5. Dynamics of average rate on ruble deposits for a term up to one year, excluding demand
deposits, in the Russian banks (01.01.2014-01.02.2016)
Source: The Central Bank of the Russian Federation, 2016. URL: http://cbr.ru/ (accessed: 22.01.2017).
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Figure 6. Dynamics of average rate on ruble deposits for a term up to one year, excluding demanded

deposits, and total volume of ruble deposits in the Russian banks (01.01.2014-01.02.2016)
Source: The Central Bank of the Russian Federation, 2016. URL: http://cbr.ru/ (accessed: 22.01.2017).

The deposit dynamic starts to demonstrate a positive trend and becomes independent
from the average rate changes from 01.01.2015until 01.02.2016. It can be explained by the
following factors:

— firstly accrued interest on extended deposits, i.e. bank clients chose not to with-

draw money, by, but to capitalize interest accumulated on their deposits;

— secondly, by the amendments to the Federal Law Ne 177-®3 (Federal Act) “On the

insurance of private deposits in the banks of the Russian Federation” of 23 Decem-
ber 2003, which came into force on 29 December 2014 and according to which
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the amount of money paid to the depositor in case of insured event was doubled
(from 700000 rub. to 1400000 rub.). It led to an increase in the confidence in
banks, even though it could hardly be called proportionate.

In other words, the most important factors contributing to the increase in the aggregate
private deposit portfolio in banks have become the increased insurance on deposits and the
effect of the “silent depositor”, who is unaware of or expects clear signals from the market.

Interdependence between ruble deposits and foreign currency rates (US dollar)
turned out to be weak, as it is proved by their low correlation. However, the following fact
demands attention: in the end of January 2015, when the US dollar rate was increasing,
ruble deposits were decreasing, while foreign currency deposits showed an insignificant
increase, which proves that some part of ruble deposits might have been converted into
foreign currency.

Conclusion

The study of the dynamics of private ruble and foreign currency deposits in Russia
identified a variation in trends depending on the foreign exchange rates, national insur-
ance scheme and market expectations. The correlation analysis not only proved the sup-
posed dependency between the foreign currency deposits and US dollar rates, but also
showed that it has little influence on the volume of private deposits denominated in rubles.

On that basis, we can conclude that there is no direct relationship between the vol-
ume of private deposits denominated in rubles and the national currency rate and, thus,
there are grounds to say that the Russian ruble can hardly perform the function of saving
currency. Or it is the depositors who failed to respond to the changes in the money market
structure due to rapid impoverishment after devaluation. It disproves the statements made
by some speakers to the mass media that the population managed to adapt to the changes
on money market. Faulty impression about the sharp aggregate private deposit growth
is produced by the automatic conversion of some private foreign currency deposits, the
share of which was lower that the share of ruble deposits, in current currency rates for
interim and annual financial reporting of banking institutions.

Speaking about the confidence of Russians in the national currency, it is hardly re-
flected by the change in the volume of deposits, but it demonstrates the expectations for
clearer signals, a wait-and-see tactics and a lack of information about the opportunities
for the depositors in commercial banks to convert ruble deposits into foreign currency
(the majority of depositors were unaware of such options rather than unwilling to do it).
The depositors, however, were well-informed about the protection of deposits under the
National insurance scheme.

The study on the interdependence between the ruble, US dollar and Euro rates and
the dynamics of private deposits denominated in corresponding currencies in Russia
identified a number of omissions made in the publications by practicing economists, con-
firmed the findings by E. E. Rumiantseva [2009] and S. V. Anureev [2015] about the pre-
vailing number of private depositors and their impoverishment and proved the hypothesis
of the author of this article. It also revealed some differences, which are mostly likely to
be accounted for by the time period between the studies, in the behavior of depositors
in emerging economies as described by foreign researchers [Honohan, Anqiing, 2002;
Shinkevich, Oomes, 2002].
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