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Introduction

Please find below the regular review of the Russian securities market.

The purpose of these reviews we have been publishing semi-annually since 2007 is a generalized representation of the Russian stock market and its key elements – instruments, participants, infrastructure, regulatory and supervisory system, as well as main events occurred on the market within this period.
This review has been prepared by the National Stock Market Participants Association with the support of Moscow Exchange Group.

In most cases, we provide data from 2005 to 2016; however, in certain cases where the said data were unavailable at the moment of review preparation, we provide the data available at the date closest thereto.
Where the information is provided in the table or graphic form, the data are provided as of the end of the period.

We are grateful to Moscow Exchange Group, REGION Group, companies, SPARK-Interfax, and CBONDS for the materials and assistance provided.

Main Indices and Trends on the Russian Stock Market in 2016
Despite some slowing down of decline in the domestic economy and growth of certain industries, it is too early to expect the recession to end. Further reduction of inflation and acceleration of real incomes of the population became the first signs of gradual improvement of the country’s socioeconomic conditions. At the same time, probability of the further cycle of decline in oil quotes and, as a result, weakening of the Ruble to US Dollar exchange rate due to the tightening of the monetary policy of the US Federal Reserve System remains high. It should be noted that the main indicators of the domestic financial market turned out to be moderately neutral to negative political news.
In general, the Russian securities market does not demonstrate the ability to upgrade in terms of the majority of qualitative and quantitative indicators. Nevertheless, for some multipliers and indicators, issuers and investors may catch weak positive signals.

Share market. The number of share issuers on the domestic organized market is being constantly reduced. Over the year, it has been reduced by another nine issuers to 242 companies. The capitalization of the market of shares of the Russian issuers significantly increased (by 32%) up to 37.8 trillion Rubles. This may be primarily explained by the growth of market indices. The share of ten most capitalized issuers has not changed much – 61%. For the first time, Rosneft Oil Company, JSC became the most capitalized issuer – 70.4 billion US Dollars.
The volume of transactions in shares on the domestic stock market (without taking into account REPO transactions and initial offerings) still varies within natural market volatility, does not demonstrate any fundamental trends, and made up 9.2 trillion Rubles over the year. In contrast to the previous years, the concentration of domestic stock exchange turnover for the first ten most liquid instruments slightly increased and amounted to 80% of the turnover.

It is characteristic that in 2016, the aggregate P/E ratio of the Russian share market decreased to the average level of 3.9, which may be indicative of its undervaluation, while P/BV value reached the level of 0.8-1.0. The risk/reward ratio for the share market turned out to be in a positive area. All this gives some positive signals to the investors and the issuers.
Corporate Bond Market. The volume of new issues of corporate bonds increased by 5.7% and amounted to 2.4 trillion Rubles (at par value). The volume of the domestic corporate bond market grew by 17% making up 9.4 trillion Rubles. 336 issuers of corporate bonds are present on the organized market as compared to 349 issuers in the previous year.
The volume of exchange transactions (at cost, without taking into account REPO transactions and placements) involving corporate bonds has not changed much over the year and amounted to 4.9 trillion Rubles. The concentration of the stock turnover increased: the share of the first ten most liquid issuers of corporate bonds in the total volume of exchange transactions accounts for 56% of the turnover as compared to 47% in the previous year.
At the same time, in terms of the risk/reward ratio, the corporate bond market gives certain positive signals to the investors.

Government, Sub-Federal and Municipal Bond Market. The volume of the government bond market is slowly growing: at the end of the year, it increased by 9.5% up to 6.1 trillion Rubles. Exchange turnover sharply increased ‑ the secondary market volume (at cost, without taking into

account REPO transactions and placements) increased by 33.5% up to 4.8 trillion Rubles. The government bond sector of the domestic debt market has remained the most liquid one in terms of the turnover ratio since 2012.

The sub-federal and municipal bond market remains in deep stagnation, being the most illiquid sector of the domestic debt market. The volume of these bonds issues made up 634 billion Rubles with the volume of trading (without account of placements of new issues and REPO transactions) being 398 billion Rubles during 2016.

REPO Market. In contrast to the previous three years, the volume of exchange REPO transactions increased by 67% at once and amounted to 296 trillion Rubles. The volume of REPO transactions with the central counteragent abruptly grew, and in 2016, it became prevailing ‑ 56% of the total turnover.

Derivatives Market, Underlying Assets – Securities and Stock Indices. Number of option contracts doubled, while number of futures contracts remained virtually unchanged. The volume of trading in futures contracts for securities and stock indices started growing. In 2016, the volume of trading increased by 31% and made up 33.2 trillion Rubles. The share of stock indices in the volume of trading in futures contracts remained prevailing: 87% for futures and 97% for options.

The total volume of open positions on the stock derivatives market sharply grew and reached its historical maximum – 199 billion Rubles.

Stock Indices. Early in the year, the MICEX index decreased under pressure of decline at Asian platforms. Then, it started growing with a transition to a sideways trend. Thereafter, in the period from May to October, there was a long-term sideways trend followed by a rapid growth in November, as a result of which the MICEX index reached its historic maximum on December 13 (2,247.02). As a result, over the year, the profitability of this index amounted to 26.8% per annum – this is the best result after 2009.
RTS index (calculated in US dollars) has changed over the year in a similar way but within a wider range; after three-year stay in a negative zone the profitability amounted to 52.2% per annum.
Speaking about significant internal and external events, the news about the results of the referendum on withdrawal of the UK from the EU had the most pronounced short-term impact on share indices. The victory of D. Trump in the election of the US President was marked by growth of the RTS index, in contrast to most of the global indices.

Maximum annual yield in 2016 was demonstrated by indices of transport (117.3% per annum) and electric power (110.1% per annum) industries, and maximum yield (minus 0.3% per annum) was shown by the consumers’ goods index. The most stable is the oil and gas industry index. It has demonstrated positive yield from 2009.
In 2016, recently introduced indices of companies with state participation showed the yield of 48.0-44.3% per annum. It is characteristic that this result far exceeds the profitability of the MICEX index.
The MCX CBI TR index for corporate bonds remained comparatively stable and kept growing. The aggregate investor income for this index amounted to 11% per annum for six months.
The MCX RGBI TR index for government bonds grew at the rate slightly exceeding the rate of growth of the index for corporate bonds. The aggregate investor income for this index amounted to 15% per annum for six months.

Despite a significant variation, over the year, the RTSVX index showed a positive trend. Although, as compared to the VIX international volatility index, the Russian index is at the higher level, the difference amounts to 16 pp on average.

Issuers of Securities. Initial Public Offerings. As in the previous year, in 2016, initial public offerings of shares of the Russian issuers had episodic nature. Two Russian companies carried out IPO on the Moscow Exchange. The volume of funds raised by these issuers is estimated at 44.1 billion Rubles. Decrease of the number of issuers, the securities of which are included in the listings of the organized stock market, is observed. At the end of December 2016, there were 526 companies against 567 companies in the previous year. The share of issuers, the securities of which are included in the high-level listings, decreased to 38%.
Private Investors. The rate of growth of unique customers on the stock market of the MICEX of individual residents gradually slows down. As of the end of 2016, the total number of these customers amounted to 1,038 thousand people (+0.9%). Transactions in shares traditionally prevail in the total volume of transactions executed by individual residents on the Moscow Exchange, and they made up 87% of the total volume of transactions settled by individuals. As in the previous years, a growing interest in the Exchange Traded Funds (the ETF) is observed. At the Moscow Exchange, the positive dynamics of opening of the IIAs is preserved. The number of opened accounts has increased up to 195 thousand accounts, which twice exceeds the result of the previous year. By the end of 2016, about 20 billion Rubles have been accumulated on the IIAs.
Collective Investors. The number of UIFs has stabilized at the level slightly exceeding 1.5 thousand funds. The closed-end funds remain to be the most widespread (75% of the total number of the UIFs). There appeared a tendency towards an outstripping growth in the number of closed-end funds and a decrease in the number of open-end funds. About 55% of all funds pertains to the category of funds for qualified investors.

According to the estimates, the total number of owners of equity interests does not exceed 400 thousand holders. About 2.2 thousand holders out of them are the qualified investors, and 368.3 thousand holders own interests of open-end UIFs. Only six out of all open-end funds have more than ten thousand equity holders. Only three out of all closed-end funds for non-qualified investors have more than a thousand holders.
The total net asset value (with due account of funds for both qualified and non-qualified investors) is assessed at 2.4 trillion Rubles. Funds for qualified investors account for 74% of this amount.

The net asset value of open-end funds increased by 20.7 billion Rubles (19% growth as compared to 2015) and made up 130.8 billion Rubles (0.2% of the GDP). At the same time, the net asset value of 19% of open-end UIFs is less than a minimum amount upon achievement of which the open-end fund shall be deemed formed.

Net inflow of funds into open-end funds is observed. Over 2016, it amounted to 14 billion Rubles, and it was bond funds which mostly accounted for it.
Non-State Pension Funds. Investment of Pension Savings. At the end of 2016, the investment resources of NPFs made up 3.2 trillion Rubles. Pension reserves amount to 34% of this amount. They grow rather slowly but steadily by 9% on average. The dynamics of changes in the volume of pension savings to a large extent have artificial nature. Over 2016, pension savings in the NPFs increased by 19%. Positive changes in the number of the insured in the NPF system are observed. The total number of the insured increased by 13% and amounted to 29.8 million people. The number of participants of Non-State Pension Funds, on the contrary, has decreased. The client base of the funds decreased by 8% on average, and at the end of 2016, the base was reduced to 5.3 million people.
The pension savings transferred to the management companies are concentrated in the state management company. The total net value of assets under its control decreased by 5% and amounted to 1.9 trillion Rubles.

Professional Participants of the Securities Market and Management Companies. The number of professional participants of the securities market keeps decreasing. According to the data for 2016, the number of legal entities holding licenses for performance of brokerage, dealer, depositary and securities management activities (in any combination) amounted to 623 entities, which is less than the value of the previous year by 23%.

At the end of 2016, 338 legal entities had licenses of the management company. 296 companies out of them manage assets of the UIFs. As compared to the previous year, the reduction amounted to 10% and 8% respectively.
According to estimates of NAUFOR, in 2016, the volume of monetary funds received from individuals for crediting to regular brokerage accounts amounted to about 300 billion Rubles, while the funds received from private investors for crediting to regular individual trust management accounts exceeded 135 billion Rubles.
The equity capital of Moscow Exchange Group companies directly involved in support of the stock, the derivatives and the currency markets decreased by 16.7% over the year and amounted to 107.6 billion Rubles, while the book value equaled to 123.4 billion Rubles and market capitalization amounted to 283.2 billion Rubles. The total volume of transactions in all types of securities on the stock market of the Moscow Exchange in all trading modes amounted to 311.2 trillion Rubles as of the end of the year, which was higher than the value of the previous year by 57.3%. The derivatives market also demonstrated growth: turnover on the market of derivative financial instruments for all types of underlying assets increased by 23.0% up to 115.3 trillion Rubles.

For the first time over five years, income of Moscow Exchange Group at the end of 2016 decreased by 5.3% (for reference: it increased by 51.3% the previous year) and amounted to 43.6 billion Rubles. The net profit decreased by 9.6% to 25.2 billion Rubles (for reference: it grew by 74.1% the previous year) and the basic earnings per share decreased by 10.3% to 11.22 Rubles per share with a par value of 1.00 Ruble. Nevertheless, the dividend policy provides for continuous growth of dividends. Following the results of 2016, it is planned to pay dividends in the amount of 7.68 Rubles per share.

Outline of the Socioeconomic Situation in the Country in 2016
According to the results of 2016, the Russian economy demonstrated positive but weak call for growth. Thanks to the consolidated position of the OPEC members and Russia relating to reciprocal limitations on oil production, in the fourth quarter, oil prices grew almost by 13% as compared to the similar period of the previous year (see Fig. 1). The positive dynamics of the oil market favorably affected the strengthening of the Ruble to major currencies. Despite a significant slowdown in inflation and the strengthening of the national currency, the Bank of Russia assumes a more hard-line attitude towards the monetary policy.

In September 2016, the Bank of Russia approved the key rate at the level of 10.5%. Thus, in June 2016, the key rate amounted to 11%. Rather restrained language of the megaregulator’s management is explained by potential risks of further drop of oil prices and, as a consequence, depreciation of Ruble to foreign currencies, which will only increase the inflation rate and will make it more probable that the plan for inflation in 2017 would not be fulfilled.

Key socioeconomic indicators of Russia showed positive dynamics as compared to the negative result for the first half of 2016. Against the background of gradual improvement of the economic situation in the country, direct investments into the national economy grew almost five times as compared to 2015 up to 33 billion US Dollars.

Figure 1

Quarterly Dynamics of Prices for BRENT Crude Oil, USD per Barrel

[image: image1.emf]
Source: Bloomberg, Reuters

Despite the growth of investment activity, statistics of the Russian foreign trade appeared to be rather weak as compared to the previous year. Since the beginning of 2016, positive effect of the trade surplus on the GDP was almost exhausted. Export of goods and services decreased by 15.5% to 332.2 billion US Dollars. These values are explained by negative dynamics of export of oil and natural gas – minus 17.7% and 25.2% respectively. Reduction of import appeared to be less significant – minus 5.5%, and it amounted to 266 billion US Dollars in monetary terms.
By the end of 2016, the GDP (in current prices) of Russia amounted to 86 trillion Rubles, which corresponds to the annual reduction of the real GDP by 0.2%. As already stated, by the end of the year, the economy of the country demonstrated poor growth (see Fig. 2).

Dynamics of basic GDP components has changed. Consumption slowdown keeps exerting pressure on the GDP. However, investments and net export (difference between export and import denominated in Rubles) demonstrated similar rate of growth (see Fig. 3). On average, by the end of 2016, final consumption expenditure decreased by 4% on a year-over-year basis.

However, negative dynamics is rapidly slowing down. At the moment, the dynamics of consumer demand does not adequately correspond to the value of inflation. In contrast to the previous year, the determining components of the economic growth were gross accumulation and net export, which over the year grew by 11.1% and 7.9% on average.

Figure 2

Dynamics of the GDP
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Source: Federal State Statistics Service
Figure 3

Dynamics of the GDP as per Expenses, % y-o-y
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Source: Federal State Statistics Service
The economy was supported by moderately positive data as related to the national industry. Over the year, the index of industrial production increased by 1.1% as compared to significant drop by 3.4% in the previous year (see Fig. 4). The greatest support to the economy was given by enterprises of mining industries. Their growth amounted to 2.5% as compared to 0.3% during 2015. Processing companies appeared to be ranked second – 0.1% as compared to the decrease by 5.4% over the previous year. It should be noted that the negative dynamics of the industrial production remains in other sectors of the national economy. So, following the results of the year, the decline has accelerated by 20 basis points to 6.2% (as compared to 6% in 2015).

The dynamics of the exchange rate of Ruble to major world currencies favorably differed from the results of the previous year. The positive dynamics of oil prices supported the Russian currency. Against the background of the extension of the ECB quantitative easing program brought about by limited growth of the European economy and Brexit impact, the European currency was rather unsteady, which had positive effect on the dynamics of Ruble.

Increase in the volume of foreign direct investments as well as carry-trade operations contributed to the strengthening of the national currency. The dynamics of the US Dollar was significantly affected by unpredictability of the US Presidential election won by Donald Trump, the candidate of the Republican party, advocating the tightening of the monetary policy towards fiscal stimulation of the real sectors. The future policy of the 45th US President provides for revision of the trading relations with China, which entails serious risks for the international trade and the US Dollar in particular. However, the economic agenda of the new US administration is just being formed and it is possible that the final version of the economic policy will be slightly different from the campaign promises.

Nevertheless, the leadership of the socioeconomic block of Russia adheres to a more pessimistic scenario of changes in the exchange rate of Ruble to other currencies. The government expects oil prices to drop due to growth of the volumes of the shale oil export, which will have a negative effect on the dynamics of the Russian currency.

The moderately tight monetary policy pursued by the Bank of Russia contributed to a rapid decline in inflation. At the end of 2016, the annual consumer inflation rate amounted to 5.4%, which inspires optimism about achievement of the target inflation rate (see Fig. 6). The further decrease in prices is also suggested by the inflation expectations of the population, which generally correspond to the current curve of the indicator. It should be noted that the food price inflation fell below 5% and reached 4.7% in annual terms. The dynamics of prices for services remained approximately at the same level – 5%, while the dynamics of prices for non-food products corresponds to 6.6%. This may be due to insufficient strengthening of the Ruble as a certain portion of non-food products is imported.

Following the results of 2016, real disposable income of the population decreased by almost 5.1% as compared to the results of 2015. Herewith, a more positive trend is observed with regard to indicators characterizing the dynamics of wages of Russian employees. The rate of wages as adjusted for the price dynamics showed a slight increase by 0.7% as compared to the previous year. On average, the nominal wages in the country amounted to about 36.7 thousand Rubles, which exceeds the value of the last year by 7.8%.
As compared to 2015, the dynamics of the real wages of the population looks more positive. However, inflation risks and slow recovery of the consumer demand keep exerting pressure (see Fig. 7). The overall decline in real income of citizens shall be mentioned. Since the end of 2015, this value (without seasonal adjustment) has remained in the negative zone.
The dynamics of the total income of the population has significantly slowed down as compared to the result of 2015. Thus, in 2016, monetary incomes in nominal terms grew only by 1.1% up to 54 trillion Rubles, and in 2015, the growth almost reached the level of 12% (53.5 trillion Rubles). A slight decrease in the total expenses by 0.1% (53.7 trillion Rubles) is confirmed by a decrease in consumer activity and a delayed reaction of the population to a decrease in the inflation rate.
Despite rather high rates of interest on consumer loans, according to the Bank of Russia, the total volume of credits granted to individuals increased by 23% as compared to the previous year and amounted to 7.2 trillion Rubles (see Fig. 8). It confirms the demand for credit products of commercial banks. However, the prudent policy of the Bank of Russia will exert pressure on the demand for credits in 2017. Tight monetary policy significantly reduces the probability of an increase in the volume of credits granted to individuals up to the value observed in 2014-2013.

Figure 4

Dynamics of the Industrial Production Index, % y-o-y
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Source: Federal State Statistics Service
Figure 5

Dynamics of the Ruble Rate
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Source: Moscow Exchange, Bank of Russia
Figure 6

Dynamics of the Inflation Rate, % y-o-y
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Source: Federal State Statistics Service, Bank of Russia
Figure 7

Dynamics of the Population Income
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Figure 8

Dynamics of Debts and Credits Granted to the Population
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Source: Federal State Statistics Service, Bank of Russia, estimates of NAUFOR
Despite a significant slowdown in the economy and rising prices, consumer debts of the population account only for 20% of the total population income. The share of investments in securities in the structure of population money savings increased. It amounted to 16.1% (plus 0.9 pp as compared to the previous year). The share of funds held in bank deposits decreased by 0.7 pp and amounted to 67.4%. The share of funds kept in cash also decreased (minus 0.2 pp as compared to the previous year) to 16.5%.
1.
Financial Instruments

1.1.
Shares

Despite continuous trend towards decrease in the total number of open (public) joint-stock companies, there are currently 20,103 of them (see Table 1). Less than one percent of them is represented on the organized markets.

Table 1 provides consolidated data on the Russian shares traded on the stock market of Moscow Exchange Group.

By the end of 2016, the number of Russian share issuers on the stock market of the Moscow Exchange decreased to 242 companies (by 3.6% as compared to the previous year). The maximum number of public issuers was registered in 2011 – 320 companies. To a large extent, it resulted from the synergistic effect of merger of two trading floors – MICEX and RTS. Then the number of issuers shares of which are traded on the domestic stock market has continuously decreased at the average rate of 5% per annum. Since 2011, 78 share issuers have left the stock market of the Moscow Exchange (24.4% in relative terms).
At the same time, the number of issues of shares included in the quotation lists is more stable, although, it also tends to decrease. On the whole, since 2011, the quotation lists (the first and the second tiers) have been reduced by eleven issues of securities. The reduction results from both decrease of the number of issuers and the tightening of requirements to listing of shares.
Table 1

Organized Market of Shares of Russian Issuers
	Period
	MICEX Stock Exchange
	RTS

	
	Number of share issuers
	Number of share issues (ordinary, preferred) in quotation lists (the first and the second tiers)
	Number of share issuers
	Number of share issues (ordinary, preferred) in quotation lists

	2006
	190
	60
	281
	76

	2007
	208
	87
	302
	103

	2008
	231
	101
	275
	110

	2009
	234
	103
	279
	92

	2010
	249
	113
	278
	91

	Moscow Exchange Group

	2011
	320
	119
	
	

	2012
	275
	118
	
	

	2013
	273
	110
	
	

	2014
	254
	106
	
	

	2015
	251
	111
	
	

	2016
	242
	108
	
	


Source: Moscow Exchange Group
Moreover, securities which are technically issued by foreign issuers (shares and share depositary receipts) but actually based on Russian assets are traded on the stock market of the Moscow Exchange.

The information on the capitalization of the Russian share issuers market is given in Table 2.

Against the background of decrease in the number of instruments on the organized share market, a stable growth of its capitalization is observed: at the end of 2016, the capitalization amounted to 37,822 billion Rubles (31.5% growth as compared to the previous year). Capitalization/GDP ratio also appears to grow by 14.5 pp at once up to 61.9%. It comes under notice that over the year, the GDP growth was disproportionately low. The indicator has increased only by 0.68%.

The Russian share market is distinguished by high concentration of the capitalization. Table 3 shows a list of ten most capitalized companies, and Figure 9 shows the dynamics of changes in the share of the ten most capitalized companies in 2005-2016.
The list of the most capitalized Russian issuers remains invariable from year to year and it has not changed much in terms of the structure. At the same time, in 2016, the top of this list significantly changed. Thus, for the first time, the first position in terms of capitalization is held by Rosneft Oil Company, JSC – 70.4 billion US Dollars (11.2% of the total capitalization); as compared to the previous year, the growth amounted to 88.1%. The traditional leader of capitalization, Gazprom, JSC, fell to third place, and Sberbank of Russia, PJSC appeared on the second position, having demonstrated an annual growth of capitalization in the amount of 104.2%. We noted that over the 10-year period, dominance of Gazprom, JSC has gradually decreased from 30.7% in 2006 to 9.6% in 2016.
Table 2

Capitalization of the Russian Share Issuers Market
	Period
	Moscow Exchange Group
	GDP, billion Rubles
	Capitalization/GDP, %

	
	Stock Market, billion Rubles
	
	

	2006
	25,482.0
	26,917.2
	94.7

	2007
	32,740.0
	33,247.5
	98.5

	2008
	11,017.3
	41,276.8
	26.7

	2009
	23,090.9
	38,807.2
	59.5

	2010
	29,253.2
	46,321.8
	63.2

	2011
	25,708.0
	59,698.1
	43.1

	2012
	25,212.5
	61,791.6
	40.8

	2013
	25,323.8
	62,581.9
	40.5

	2014
	23,155.6
	63,049.2
	36.7

	2015
	28,769.1
	60,687.1
	47.4

	2016
	37,822.8
	61,097.5
	61.9


Notes: GDP in fixed prices.

Source: Moscow Exchange Group, FSSS
Table 3

List of the Most Capitalized Russian Issuers
	No.
	Issuer
	Capitalization, billion USD
	Share in the total capitalization, %

	1
	Rosneft Oil Company, PJSC
	70.4
	11.2

	2
	Sberbank of Russia, PJSC
	63.7
	10.2

	3
	Gazprom, PJSC
	60.3
	9.6

	4
	LUKOIL Oil Company, JSC
	48.4
	7.7

	5
	NOVATEK, JSC
	39.5
	6.3

	6
	MMC Norilsk Nickel, OJSC
	26.4
	4.2

	7
	Surgutneftegaz, JSC
	22.4
	3.6

	8
	Magnit, PJSC
	17.1
	2.7

	9
	Gazprom Neft, JSC
	17.0
	2.7

	10
	VTB Bank, PJSC
	15.9
	2.5

	
	TOTAL
	
	60.7

	
	MICEX total capitalization
	627.5
	100.0


Source: Moscow Exchange Group
Figure 10 shows the data characterizing the volumes of trading in shares (including share depositary receipts and shares of foreign issuers) on the domestic organized market (without account of REPO transactions and initial offerings).

Following the results of 2016, the total volume of trading in shares on the domestic market amounted to 9,175 billion Rubles – almost the same as in the previous year (0.3% growth). Over 2012-2016, change in the volume of the secondary market of shares of Russian companies has not gone beyond the natural market volatility, it has not shown any fundamental trends, and settled at the average level of 9.4 billion Rubles per annum. This period significantly differs from 2009-2011 when the turnover demonstrated positive dynamics and amounted to 19.6 trillion Rubles in 2011.
Figure 11 separately shows volumes of trading in foreign securities and share depositary receipts (without account of REPO transactions and initial offerings).
Since 2014, we observe a tendency towards increase in transactions in monetary terms and growth of demand for foreign depositary receipts and shares. Following the results of 2016, the aggregate volume of trading in these instruments amounted to almost 28 billion Rubles, which exceeds the value of the previous year by 45%. At the same time, the share of foreign securities does not exceed 0.3% in the total volume of the market of shares and depositary receipts.

Figure 9

Share of Ten Most Capitalized Issuers in the Total Capitalization of the Share Market, %
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Source: Moscow Exchange Group, estimates of NAUFOR

Figure 10

Volume of Trading in Shares on the Domestic Stock Market, billion Rubles
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Source: Moscow Exchange Group

Figure 11

Volume of Trading in Foreign Shares and Depositary Receipts on the Domestic Stock Market, billion Rubles
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Source: Moscow Exchange Group

Figure 12

Average Daily Volume of Trading in Shares on the Domestic Stock Market, billion Rubles
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Source: Moscow Exchange Group, estimates of NAUFOR

Figure 13

Average Annual Turnover Ratio of the Domestic Share Market, %
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Source: Moscow Exchange Group, estimates of NAUFOR

The average daily volume of trading in shares in 2012-2016 (see Fig. 12) has varied from 33.3 billion Rubles to 40.4 billion Rubles (without account of REPO transactions and initial offerings) as compared to the average value of 37.3 billion Rubles.

Levels of 2010-2011 when the average daily turnover of transactions in shares on the stock exchange amounted to 68-70 billion Rubles currently appear to be unachievable.
The turnover ratio of the domestic share market
 (see Fig. 13) gradually decreases while the volume of trading is maintained and the capitalization simultaneously grows, and in 2016, it dropped to 24.2%. Comparing to the maximum level observed in 2009, the domestic share market liquidity decreased 3.9 times.

The range of instruments on which share trade is focused is quite limited. Table 4 lists the issuers whose shares were most actively traded in transactions (all modes including REPO transactions) on the stock market of Moscow Exchange Group in 2016, while Figure 14 shows the dynamics of changes in the percentage of the ten most actively traded share issuers over the past years.

Table 4

List of Issuers Whose Shares were Most Actively Traded in Transactions on the Stock Market of Moscow Exchange Group (at the End of 2016)

	Item No.
	Issuer
	Volume of transactions, billion Rubles
	Share in the total volume, %

	1
	VTB Bank, PJSC
	14,636.6
	22.1

	2
	Gazprom, PJSC
	8,597.9
	13.0

	3
	Sberbank of Russia, PJSC
	7,462.9
	11.2

	4
	Polymetal International
	6,810.6
	10.3

	5
	PIK Group, PJSC
	3,868.2
	5.8

	6
	Rosneft Oil Company, PJSC
	5,027.3
	7.6

	7
	MMC Norilsk Nickel, PJSC
	2,243.1
	3.4

	8
	LUKOIL, PJSC
	1,772.1
	2.7

	9
	Surgutneftegaz, JSC
	1,559.1
	2.3

	10
	Tatneft, PJSC named after V.D. Shashin
	1,213.7
	1.8

	
	Total
	53,191.4
	80.1

	
	HH index
	
	1,005


Note: all trading modes.

Calculated on the basis of data provided by Moscow Exchange Group.

Figure 14

Percentage of Ten Issuers Whose Shares were Most Actively Traded, %
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Source: Moscow Exchange Group, estimates of NAUFOR
In 2016, no significant changes occurred in the list of the most liquid share issuers. The top three issuers remained the same. VTB Bank, PJSC preserved its first position, having increased its share by 6.1. pp at once up to 22.1%. Rostelecom, PJSC withdrew from the list of the most liquid issuer of shares, and Tatneft, PJSC entered it.

The share of ten issuers of shares which are the most actively traded had a long-term tendency towards reduction from 94.8% to 74.2% within a historic period from 2006 till 2015. At the same time, in 2016, a change of the trend and growth of turnover concentration by 5.9. pp up to 80.1% are observed.

A rather important characteristic of the share issuer is an indicator of the volume of outstanding shares (free float). The issuers of ordinary shares with maximum values of this indicator are listed in Table 5.

The structure of issuers with the highest free float has not changed. The number of outstanding shares of Magnit, PJSC (by 9 pp) and Moscow Exchange, PJSC (by 6 pp) is noted to grow.
In 2016, as in the previous years, the domestic share market appeared to be extremely volatile, and exchange prices ranged very variably. Tables 6 and 7 specify the lists of ten shares showing the highest yield/loss following the results of the year.

Therefore, against the background of shares that significantly impaired over the year such as ordinary shares of Megafon, PJSC, there are shares which price increased by two to four times. The depositary receipts of Ros AGRO PLC came under notice – growth by 193.8% in 2015 and deep drop in 2016 (minus 25.2%).
Table 5

List of Issuers of Shares Traded on the Stock Market of Moscow Exchange Group with the Highest Free Float (at the End of 2016)
	Item No.
	Issuer
	Type of securities
	Listing level
	Free float, %

	1
	Magnit, PJSC
	Ordinary share
	1
	63

	2
	Moscow Exchange, PJSC
	Ordinary share
	1
	57

	3
	MTS, PJSC
	Ordinary share
	1
	48

	4
	Sberbank of Russia, PJSC
	Ordinary share
	1
	48

	5
	DIXY Group, PJSC
	Ordinary share
	1
	46

	6
	Gazprom, PJSC
	Ordinary share
	1
	46

	7
	Oil Company LUKOIL, PJSC
	Ordinary share
	1
	46

	8
	Mechel, PJSC
	Ordinary share
	1
	45

	9
	M.video, PJSC
	Ordinary share
	1
	42

	10
	RUSS-INVEST Investment Company, PJSC
	Ordinary share
	2
	41


Source: Moscow Exchange Group
Table 6
List of Shares Showing the Highest Yield on the Stock Market of Moscow Exchange Group (at the End of 2016)

	No.
	Share
	Price, RUB
	Yield, %

	1
	FGC UES, PJSC, ordinary share
	0.25
	310.0

	2
	Aeroflot, PJSC, ordinary share
	173.50
	202.5

	3
	Mosenergo, PJSC, ordinary share
	2.85
	198.2

	4
	Mechel, PJSC, ordinary share
	183.10
	188.4

	5
	INTER RAO, PJSC, ordinary share
	3.96
	180.5

	6
	Rosseti, PJSC, ordinary share
	1.26
	167.8

	7
	MMK, JSC, ordinary share
	40.95
	117.8

	8
	Sberbank of Russia, PJSC, preferred share
	130.68
	89.2

	9
	Sberbank of Russia, PJSC, ordinary share
	173.47
	83.2

	10
	NCSP, PJSC, ordinary share
	7.13
	75.6


Source: CBONDS
Attractiveness of shares of Russian companies for investments is determined by such important indicators as earnings per share, dividend yield, and return on equity.

Figure 15 shows diagrams for indices of the ratios between market price and earnings per share (P/E), market price and book value of share (P/BV) and dividend yield (DY) in general on shares of the Russian issuers.

Over 2016, behavior of the P/E index significantly differed from its behavior in the previous year: if in 2015, it demonstrated certain tendency towards growth, while the average value amounted to 12.0, in 2016, this indicator decreased to the average level of 3.9. This dynamics of the P/E index may suggest that the Russian share market is underestimated.
The P/BV index, from the level of 0.7-0.8 indicative for 2015, has reached the level of 0.8-1.0. This dynamics gives a positive signal to the issuers for analysis of prospects for putting shares to the open market. It should be noted that in the period from 2006 till the beginning of 2008, the P/BV index ranged from two to three, and it greatly encouraged the issuers to make decisions on public offerings.
Over the long period from 2012 till 2016, the dividend yield of the Russian share market generally showed an upward trend, and by the end of 2016, the index was at the levels exceeding 9%.

Table 7
List of Shares Showing the Highest Loss on the Stock Market of Moscow Exchange Group (at the End of 2016)

	No.
	Share
	Price, RUB
	Yield, %

	1
	MegaFon, PJSC, ordinary share
	640.00
	-26.4

	2
	Ros AGRO PLC, depositary receipt
	830.00
	-25.2

	3
	Bashneft, PJSC, preferred share
	1,434.50
	-20.4

	4
	Surgutneftegaz, OJSC, preferred share
	35.40
	-17.8

	5
	Surgutneftegaz, OJSC, ordinary share
	32.75
	-10.8

	6
	Magnit, PJSC, ordinary share
	9,550.00
	-8.6

	7
	Acron, PJSC, ordinary share
	3,468.00
	-5.3

	8
	Rostelecom, PJSC, preferred share
	63.20
	-2.7

	9
	Rostelecom, PJSC, ordinary share
	84.71
	-1.5

	10
	VTB, PJSC, ordinary share
	0.07
	-1.4


Source: CBONDS
Figure 15
Dividend Yield and Price-Earnings Ratio for Russian Issuers
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Source: Moscow Exchange Group
1.2.
Corporate Bonds

The distinctive feature of the Russian corporate bond market is the fact that over 95% of the secondary market accounts for organized exchange trades. Table 8 specifies the consolidated data on corporate bonds of the Russian issuers offered on the stock market of Moscow Exchange Group.

In 2016, the number of Russian corporate bond issuers presented on the organized market stopped growing: 337 companies against 349 companies in the previous year (decrease by 3.4%). Comparing to 2008 when the number of public corporate bond issuers reached its maximum, one may note rather deep reduction ‑ by 25.9%. It may relate to both increase in the cost of market borrowings and the tightening of requirements for admission of bonds to the stock market.

The number of bond issues has a long-term upward trend. Thus, since 2008 to 2016, the number of bond issues presented on the organized market increased 1.7 times and already exceeded one thousand issues. Therefore, in recent years, the tendency towards contraction of the domestic bond market has clearly manifested itself – the smaller and smaller number of issuers borrows the larger and larger sums.
Moreover, a tendency towards decrease in the number of issuers of bonds presented in the quotation lists of the top level is observed. We relate this to both the general reduction in the number of bond issuers and the tightening of requirements to listing of bonds.

Furthermore, the bonds of international financial organizations and corporate Eurobonds are also traded on the stock market of Moscow Exchange Group.
Figure 16 shows a diagram of the volume of the corporate bonds market (placed issues, at par value).
Following the results of 2016, the volume of issues of corporate bonds amounted to 9,438 billion Rubles, which exceeds this indicator for the previous year by 16.9%. The market of corporate bonds continuously grows in terms of the nominal volume. However, the rate of growth decreases from year to year: so, in 2015, gain in the volume of issues of corporate bonds amounted to 21.8%. At the same time, in comparison to the GDP, the domestic corporate bond market remains insignificant: in 2016, the ratio of the market volume to the GDP amounted to 15.5%, with an increase by 2.2 pp over the year.
Sectoral structure of the issuers of corporate bonds has significantly changed over time (see Fig. 17).
Table 8
Organized Market of Corporate Bonds of Russian Issuers
	Period
	MICEX Stock Exchange
	RTS

	
	Number of bond issuers
	Number of bond issues
	including those in quotation lists (issuers/issues)
The first and the second tiers
	Number of bond issuers
	Number of bond issues
	including those in quotation lists (issuers/issues)

The first and the second tiers

	2005
	202
	250
	46/62
	4
	4
	1/1

	2006
	316
	414
	69/98
	77
	118
	0/0

	2007
	445
	577
	149/207
	79
	120
	0/0

	2008
	455
	622
	198/280
	74
	108
	2/2

	2009
	418
	702
	167/317
	57
	78
	3/3

	2010
	357
	648
	168/332
	43
	52
	0/0

	Moscow Exchange Group

	2011
	309
	673
	177/410
	
	
	

	2012
	364
	793
	212/495
	
	
	

	2012
	308
	793
	185/495
	
	
	

	2013
	328
	937
	187/548
	
	
	

	2014
	323
	950
	194/536
	
	
	

	2015
	349
	1,042
	160/467
	
	
	

	2016
	337
	1,100
	132/460
	
	
	


Source: Moscow Exchange Group

In 2006, the economy sectors unrelated to the capital market, and the oil and gas industry accounted for 64.5% of the volume of corporate bonds, while in 2014-2016, this indicator decreased to 32.0% on average. Substitution occurred by means of financial institutions (insurance, leasing, technical financial companies, etc.), and oil and gas companies. The share of financial institutes increased from 6.6% in 2006 up to 20.5% in 2016. Over the same period of time, the share of the oil and gas companies has increased by 14.1 pp from 8.2% up to 22.3%. The lending institutions on average account for 26.1% of the total volume of corporate bonds for the period from 2006 till 2016. Herewith, the maximum share of bonded loans received by lending institutions was registered in 2014 – 30.9%. A decrease was observed during the two following years. Following the results of 2016, the share of lending institutions in the total volume of the corporate debt market has decreased to 24.4%, which may be explained by the tightening of the policy of the Bank of Russia as related to the banking supervision.

In 2016, the number of new bond issues slightly decreased as compared to the previous year. The share of issuers that placed market and non-market issues shifted towards the non-market ones. However, in monetary terms, the volume of non-market borrowings exceeded the volume of market issues by almost 31% (see Figs. 18 and 19).

In 2016, the number of issuers that placed new issues of bonds amounted to 236 companies versus 247 companies in the previous year. In monetary terms, the volume of placements on the corporate debt market increased by 5.7% and amounted to 2,367.8 billion Rubles. The nominal volume of market and non-market issues amounted to 1,026 billion Rubles (minus 14.1% as compared to the previous year) and 1,341.5 billion Rubles (28.3%) respectively.

Figure 16
Volume of the Domestic Debt Market, billion Rubles
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Source: CBONDS, FSSS, estimates of NAUFOR

Figure 17
Sectoral Structure of the Debt Market, %
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Source: CBONDS

Figure 18
Number of Corporate Bond Issuers That Placed New Bond Issues
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Source: CBONDS

Figure 19
Number of New Corporate Bond Issues, billion Rubles
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Table 9

List of the Most Active Traders Organizing Corporate Bonds Placements (at the End of 2016)
	Trader organizing placement
	Amount of placements, billion Rubles
	Market share, %

	1
	Gazprombank, JSC
	383
	21.0

	2
	VTB Group
	329
	18.0

	3
	Sberbank CIB, CJSC
	249
	13.6

	4
	FK Otkrytie Bank, PJSC
	201
	11.0

	5
	Sovcombank, PJSC
	126
	6.9

	6
	ROSBANK, PJSC
	95
	5.2

	7
	BK Region Group of Companies
	73
	4.0

	8
	Promsvyazbank, PJSC
	51
	2.8

	9
	Raiffeisenbank, JSC
	47
	2.6

	10
	Alfa-Bank, JSC
	42
	2.3

	Total
	1,597
	87.5

	HH index
	1,194
	


Source: CBONDS
Another large-scale placement of exchange-traded bonds of Rosneft Oil Company, PJSC in the amount of 600 billion Rubles, which occurred in December, comes under notice.
Among initiators of corporate bond issues, the concentration of issue volumes is rather high (see Table 9).

Therefore, in 2016, the share of the first ten traders organizing issues of bonds of corporate issuers accounted for 87.5% of the total volume of new issues (88.1% in the previous year). Herewith, the share of the leader (Gazprombank, JSC) amounted to 21.0%. In the previous year, this trader also turned out to be the leader, and its share amounted to 15.3%.
Figure 20 provides the data on the secondary exchange turnover of bonds on the stock market of Moscow Exchange Group (at cost, without account of REPO transactions and placements of new issues), including bonds of foreign issuers. Due to peculiarities of information disclosure, the volume of transactions in corporate, sub-federal and municipal bonds is shown as a total value. According to the statistic data of the previous years, in this regard, the turnover of corporate bonds amounts to about 97%.
We assess the secondary exchange turnover of corporate bonds in 2016 at 4.9 trillion Rubles – almost the same as in the previous year (increase by 2% maximum). However, comparing to 2013 when the volume of transactions in corporate bonds reached its maximum, reduction by 26% is observed.

Figure 21 separately shows the volume of trading in bonds of foreign issuers and government securities held in the international depositary.

Following the results of 2016, the total turnover of bonds of foreign issuers and government debt securities held in the international depositary amounted to 48.3 billion Rubles, which is less than the result of the previous year by 36%. It should be noted that over the period from 2012 till 2016, the share of trading in securities of foreign issuers does not exceed 1% of the total volume of trading in debt instruments on the domestic market.
Figure 20
Volume of Trade on the Domestic Debt Market, billion Rubles
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Source: Moscow Exchange Group

Figure 21

Volume of Trading in Bonds of Foreign Issuers, billion Rubles
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Source: Moscow Exchange Group

The liquidity index of the secondary bond market ‑ the turnover ratio
 ‑ decreased by 12 pp from 63% to 51% against significant increase in the market volume (see Fig. 22).

On the whole, the turnover ratio shows the long-term downward trend, and it has decreased 5.3 times since 2006.

The concentration for individual issuers on the bond market is much lower than on the share market. At the end of 2016, the share of the first ten corporate bond issuers according to their turnovers (see Table 10) has increased and amounted to 55.7%.

The list of issuers of the most liquid corporate bonds changed insignificantly as compared to 2015. It is noted that the share of Rosneft Oil Company, PJSC in the total volume of exchange transactions in corporate bonds increased by 7 pp up to 19.6%.
Figure 22

Average Annual Ratio of the Domestic Debt Market Turnover, %
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Source: Moscow Exchange Group, CBONDS, estimates of NAUFOR

Table 10
List of Issuers Whose Corporate Bonds were Most Actively Traded in Transactions on the Stock Market of Moscow Exchange Group (at the End of 2016)

	Item No.
	Issuer
	Share in the total volume of trading, %

	1
	Rosneft Oil Company, PJSC
	19.6

	2
	VEB Finance
	6.4

	3
	Rosselkhozbank, JSC
	6.0

	4
	Russian Railways, JSC
	5.3

	5
	Gaz Capital
	5.1

	6
	VTB Capital
	4.4

	7
	Transneft, PJSC
	2.5

	8
	SB Capital
	2.4

	9
	MMC Finance
	2.0

	10
	Vnesheconombank
	2.0

	Total
	55.7

	HH index
	593


Note: taking into account REPO transactions, at actual value.
Calculated on the basis of data provided by Moscow Exchange Group.

Figure 23

Breaches by Issuers of Obligations under Corporate Bonds
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Source: CBONDS
The breaches upon fulfillment of obligations under corporate bonds have not reached problem level of 2009-2010 (see Fig. 23). However, we note that the period from 2015 till 2016 is characterized by high default activity. According to the estimates, in 2016, 34 issuers were in breach in servicing issues of corporate bonds totaling to 36.2 billion Rubles (for reference: in the previous year, 25 issuers were in breach totaling to 43.5 billion Rubles).

1.3.
Government, Sub-Federal and Municipal Bonds
In 2016, the volume of the government bonds market kept growing (see Fig. 16), and at the end of the year, it amounted to 6,100 billion Rubles at par value, which exceeds this indicator of 2015 by 9.5%. As compared to the GDP, the government bonds market grew up to 9.9% over the year, which exceeds the indicator of the previous year by 0.8 pp. It should be noted that the rate of growth of the market of government bonds decreased. In the previous year, the gain amounted to 18.8%. At the same time, the volume of transactions in government bonds on the stock market of Moscow Exchange Group significantly increased – by 33.5% (see Fig. 20) and amounted to 4,774 billion Rubles without account of initial offerings and REPO transactions. As a result, the turnover ratio grew by 16 pp at once (see Fig. 22) against rather insignificant growth of the market volume: if at the end of 2015, it amounted to 70%, at the end of 2016, it increased up to 86%. As before, according to the turnover ratio on the domestic debt market, the sector of government bonds remained the most liquid one.

The market of sub-federal and municipal bonds has been and remains to be the most insignificant sector of the domestic debt market, although it grew by 10.2% up to 634 billion Rubles in 2016,

while the volume of trading (without account of placements of new issues and REPO transactions) amounted to 398 billion Rubles.
1.4.
Eurobonds

The overall data for the Eurobond market volume are shown in Figure 24.

The volume of the foreign market of Russian bonds has not increased for the third year in a row. As of the end of 2016, it amounted to 185 billion US Dollars as in the previous year. Among the reasons explaining this reduction, one may mention general macroeconomic problems of the country and imposition on it of economic sanctions. Relations between different types of bonds remained almost the same: corporate bonds, on average, amount to 75%, and sovereign bonds, to 24%; sub-federal and municipal bonds account for the remaining balance. Moreover, in 2016, these borrowings ceased to exist.
Figure 25 compares volumes of corporate borrowings using debt market instruments on the domestic and the foreign markets.

In recent years, the Russian corporations are mostly oriented at the domestic bond borrowings for the well-known reasons. Therefore, if in 2005, foreign borrowings amounted to 70.8% of the total bond market, in 2011-2016, this index equals to 50% on average.

Figure 24
Volume of the Eurobond Market, billion Rubles
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Source: CBONDS
Figure 25
Domestic and Foreign Corporate Bonds Market, billion Rubles
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Source: CBONDS
1.5.
REPO Transactions

Against the background of the stagnating dynamics of the previous three years, in 2016, the exchange REPO market demonstrated quick growth (see Fig. 26): the volume of REPO transactions in all types of securities on the stock market of Moscow Exchange Group increased by 66.7% at once and amounted to 296 trillion Rubles.
We observed a similar great increase in the volume of transactions in 2011.

Changes in the REPO transactions broken down by types of securities (see Fig. 27) remain within the limits of normal market volatility in the long term.

Thus, in the period from 2009 till 2016, the shares accounted for 23.1% of the total volume of REPO transactions, and the government and the corporate bonds accounted for the remaining turnover.
We notice certain long-term upward trend for the share of bonds as the assets for the REPO transactions on the stock market.
Depending on the financial market conditions, the proportions of various REPO transactions modes are constantly changing (see Fig. 28).
However, we identify one clearly defined tendency: in 2013-2016, the area of application of the REPO transactions with the central counterparty became much wider. If in 2013, when this mode only started to be implemented, it accounted for a minimum level of 1.8%, in 2016, the volume of the REPO transactions with the central counterparty appeared to prevail and now amounted to 56.1% of the total volume. The volume of direct REPO with the Bank of Russia gradually decreases: in 2016, 22.7% of transactions was settled in this mode as compared to 40.7% in the previous year. Continuous reduction of the role of the inter-dealer REPO stands out against this background. So, while in 2010, the inter-dealer REPO accounted for 97.2%, in 2016, it decreased to 21.3%. REPO transactions prevailed more and more in the total turnover of trades on the stock market in recent years, and they became absolutely prevailing in 2012-2016: more than 90% of the total trade volume on the spot market taking into account all trading modes.
Figure 26
Volume of REPO Transactions in Securities on the Stock Market of Moscow Exchange Group, trillion Rubles
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Source: Moscow Exchange Group
Figure 27

Share Structure of REPO Transactions in Securities on the Stock Market of Moscow Exchange Group, %
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Source: Moscow Exchange Group, estimates of NAUFOR

Figure 28

Modes of REPO Transactions in Securities on the Stock Market of Moscow Exchange Group, %
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Source: Moscow Exchange Group, estimates of NAUFOR

1.6.
Investment Units

In 2013-2016, the decrease in the number of instruments of the organized exchange market of investment units is observed (see Table 11).

In 2016, investment units of 187 funds managed by 89 management companies were traded on the stock market of the Moscow Exchange, which is by 22.9% and 20.1% less than in the previous year. If we take 2012, when the maximum number of UIFs was present on the organized market, as a reference, the decrease would already amount to 40% and 58% respectively.

In our opinion, the reasons for continuous reduction of collective investment instruments in the stock market turnover are multidimensional. It may be also mentioned that there is no special interest in these instruments on the part of the market investors and their use by beneficiaries for schematic models of different kinds precluded by the regulator as well as the tightening of the Moscow Exchange’s requirements to listing.

As a result, in 2016, the exchange turnover of investment units decreased by more than one third.

In 2013, the innovation of the exchange market of UIFs was launching of trading in foreign exchange traded funds (the ETF). In 2016, 12 exchange funds under control of one management company traded on the MICEX Stock Exchange. Over the year, the volume of trading in ETFs increased more than three times, and amounted to 9.7 billion Rubles. Against the background of drastic reduction in the volumes of exchange trading in investment units, in 2016, ETF turnover amounted to 30% of the aggregate volume of transactions in units.

Table 11

Organized Market of Investment Units
	Period
	MICEX Stock Exchange
	RTS

	
	Number of management companies
	Number of UIFs
	including those in quotation lists (MC/UIF)
	Number of management companies
	Number of UIFs
	including those in quotation lists (MC/UIF)

	2005
	33
	69
	3/4
	6
	18
	1/1


	2006
	48
	114
	4/4
	10
	22
	3/3

	2007
	88
	219
	20/30
	15
	38
	6/7

	2008
	99
	306
	25/43
	23
	49
	8/11

	2009
	104
	312
	17/30
	21
	47
	4/5

	2010
	125
	365
	41/20
	17
	43
	3/3

	Moscow Exchange Group

	2011
	126
	397
	40/26
	
	
	

	2012
	140
	442
	36/59
	
	
	

	2013
	133
	419
	47/70
	
	
	

	2014
	117
	241
	36/50
	
	
	

	2015
	109
	234
	33/46
	
	
	

	2016
	84
	187
	19/30
	
	
	


Source: Moscow Exchange Group
Figure 29

Volume of Exchange Trade in Investment Units in Moscow Exchange Group, billion Rubles
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1.7.
Securities Futures and Options and Stock Indices

In 2016, the number of futures contracts, the underlying assets under which are stock instruments, on the organized derivatives market of Moscow Exchange Group changed very insignificantly (see Table 12).

On the whole, by the end of the year, 65 types of derivative financial instruments (41 futures and 24 options) for stock assets were traded on the exchange derivatives market.

Figure 30 shows consolidated data on the derivatives market of Moscow Exchange Group in terms of volumes of UIF transactions associated with stock assets
.
A tendency towards reduction of the volume of exchange transactions in derivatives observed in 2012-2015 changed in 2016. Following the results of the year, the exchange turnover of the derivatives market increased by 30.6% at once up to 33,214 billion Rubles. However, comparing to 2011 when this indicator reached its historic maximum, the difference would be 27.9%.

The proportions between trade in futures and options gradually shift towards greater dominance of futures: so, in 2016, the options accounted for 10.6% of turnover, while in the previous year they amounted to 8.1%.

The structure of trade by types of underlying assets has stopped changing over the last years (see Figures 31 and 32).

Since 2008, the share of stock indices in the trade volume of futures has prevailed amounting to 87% on average. The share of other instruments as underlying asset of the futures remained extremely small.

The similar conditions were observed on the options market. The share of index options in 2011-2015 amounts to 97% on average.

Figure 33 shows a diagram describing the ratio between the volume of transactions in derivative contracts with underlying assets in the form of shares and stock indices in monetary terms and the volumes of spot transactions in shares (without account of REPO transactions) on the derivatives and the stock markets of Moscow Exchange Group. The turnovers on the derivatives market are presented both as a sum as per derivative contracts the underlying assets of which are shares and stock indices and only by shares.

In 2016, the growth of the volume of the derivatives market in the ratio to the volume of the spot market is observed, while in the period from 2013 till the first half of 2015, an opposite tendency was noted. Considering the derivative contracts for shares and stock indices, in 2016, this ratio amounted to 364% on average versus 280% in the previous year. Taking into account the derivative contracts for shares only, the index has not changed much and amounted to 37% on average.

Table 12

Organized Market of Derivative Financial Instruments for Stock Assets

	Period
	MICEX Stock Exchange
	RTS

	
	Futures
	Options
	TOTAL
	Futures
	Options
	TOTAL

	2005
	0
	0
	0
	9
	6
	15

	2006
	0
	0
	0
	15
	7
	22

	2007
	1
	0
	1
	19
	16
	35

	2008
	1
	0
	1
	21
	14
	35

	2009
	5
	0
	5
	21
	14
	35

	2010
	5
	0
	5
	18
	9
	27

	Moscow Exchange Group

	2011
	
	27
	10
	37
	
	

	2012
	
	33
	10
	43
	
	


	2013
	
	40
	10
	50
	
	

	2014
	
	40
	10
	50
	
	

	2015
	
	40
	23
	63
	
	

	2016
	
	41
	24
	65
	
	


Source: Moscow Exchange Group
Figure 30
Results of Trade in Derivative Financial Instruments for Securities and Stock Indices on the Derivatives Market of Moscow Exchange Group, billion Rubles
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Source: Moscow Exchange Group
Figure 31

Structure of Futures Trade on the Derivatives Market of Moscow Exchange Group, %
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Source: Moscow Exchange Group

Figure 32

Structure of Options Trade on the Derivatives Market of Moscow Exchange Group, %
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Source: Moscow Exchange Group

Figure 33

Ratio between the Volume of Trade in Derivative Contracts with Underlying Assets in the Form of Shares and Stock Indices and the Volume of Trade in Shares in Moscow Exchange Group, %
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Source: Moscow Exchange Group, estimates of NAUFOR

The volume of open positions and their distribution among various instruments vary significantly depending on the market conditions (see Fig. 34)
.

After significant decline in 2014-2015, in 2016, the total volume of open positions on the stock derivatives market significantly grew and reached its historic maximum ‑ 298.5 billion Rubles. The ratio of open positions between futures and options differs from the ratio prevailing in the trade volumes, and significantly changes from year to year. Thus, in 2016, futures accounted for 36.1% of open positions (in monetary terms), and options, for 63.9%, respectively. In the previous year, this ratio looked different: 42.2% versus 57.8%.

The structure of open positions by underlying assets has been undergoing continual changes (see Figures 35 and 36, open positions in monetary terms).

In 2011-2016, the futures were characterized by apparent prevalence of open positions by indices, while the average value amounts to 75.2%. For option contracts, stock indices absolutely prevail in open positions in 2011-2016, amounting to an average of 95.4% of the total amount of open positions.

Figure 37 provides a diagram describing the ratio between open positions by derivative contracts and transactions therein (in monetary terms). To a certain degree, this ratio may indicate liquidity of the derivatives market.

Figure 34

Open Positions on the Derivatives Market of Moscow Exchange Group for Derivative Financial Instruments for Securities and Stock Indices, billion Rubles
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Source: Moscow Exchange Group

Figure 35

Volume of Open Futures Positions on the Derivatives Market of Moscow Exchange Group, %
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Source: Moscow Exchange Group, estimates of NAUFOR
Figure 36

Volume of Open Options Positions on the Derivatives Market of Moscow Exchange Group, %
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Source: Moscow Exchange Group, estimates of NAUFOR

Figure 37

Ratio between the Volume of Open Positions and the Volume of Futures Contracts Trade on the Derivatives Market of Moscow Exchange Group, %
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Source: Moscow Exchange Group, estimates of NAUFOR

For the futures in 2009-2016, this ratio remained almost unchanged ranging from 0.2% to 0.4%. It bore evidence of significant turnover.

This index for options is characterized by greater variability. Thus, within the historic interval, it is possible to identify a maximum value of 15.1% in 2005 when the options market was poorly developed, and a minimum value of 0.6% in 2008 when due to the recession the positions were widely closed. Thereafter, the ratio between open positions and options trade volume ranged from 1.1% to 5.4%. In 2016, we noted the decreased volume of transactions in options ‑ the ratio between open positions and transactions volume increased up to 5.4%.

1.8.
Stock Indices and Indicators

1.8.1.
Share Indices

Due to abrupt strengthening of the Ruble exchange rate in 2016, behavior of stock share indices denominated in Russian and foreign currencies significantly varies.

Figures 38-41 show the diagrams of the MICEX and the RTS indices for the historical interval from 2005 till 2016 and 2016.

Early in 2016, under the pressure of decline at the Asian platforms, the MICEX index demonstrated short-term decrease, and on January 15, it reached local annual minimum (1,608.36). Then, unstable growth started and continued till the end of April. In the period from May till October, a long-term sideways trend was observed. It was followed by rapid growth in November. As a result of this growth, on December 13, the MICEX index reached its historic maximum (2,247.02).
On the whole, the response of the MICEX index to internal and external events, except for shocks on Asian markets and statements of the Chairman of the Board of Governors of the US Federal Reserve System early in the year was not very strong. One may note a positive response to termination of the story concerning privatization of the block of shares of Rosneft Oil Company, PJSC in early December. At the same time, such apparently significant events as deterioration of the Russian GDP forecast, progress of the military operation in Syria, extension of sanctions and counter-sanctions, or adoption by the Bank of Russia of resolutions on the key rate turned out to pass almost unnoticed. Only the news about the results of the referendum on withdrawal of the UK from the EU probably caused short-term drop of the index by 1.8% and 2.3% on June 24 and June 27. Herewith, against the background of the fall of the global markets resulted from the news about the leading position of D. Trump in the elections of the US President, the MICEX index, on the contrary, grew by 2.2%.
As a result, over 2016, earning power of the Russian share market as per the MICEX index amounted to 26.8% per annum, which is the best result after 2009.

During the longer period, it may be noted that after the sideways trend characteristic of 2011-2014, in 2015-2016, the MICEX index demonstrates the upward trend.

The RTS index (calculated in US dollars) has changed in a similar way over the year, but within a wider range. Thus, early in the year, a negative trend of 2015 remained, and the index decreased for a short time, having reached local annual minimum (628.41) on January 20. Then, the steady growth was observed until mid April. For most of the year (May-October), the index followed a sideways trend with a slight upward tendency, and since the middle of November, rapid growth has been observed; the local annual maximum was also recorded on December 13 (1,164.15).
Figure 38
MICEX Index
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Source: Moscow Exchange Group
Figure 39
MICEX Index in 2016
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Source: Moscow Exchange Group
Figure 40
RTS Index
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Source: Moscow Exchange Group
Figure 41
RTS Index in 2016
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Source: Moscow Exchange Group
The RTS index rather sharply responded to the decision of the Bank of Russia to maintain the key rate made on February 4 (one-day growth of 6%). Moreover, a negative reaction to Brexit was observed: on June 24 and June 27, the index decreased by 3.0% and 2.6%. Herewith, the victory of D. Trump was marked by 1.8% growth of the RTS index. As in case of the MICEX index, many significant events apparently appeared to pass unnoticed.
As a result, over 2016, earning power of the Russian share market as per the RTS index amounted to 52.2% per annum after staying in the negative area for three years.

During the longer period (2011-2016), the RTS index has demonstrated differently directed trends ‑ a long-term downward trend till the end of 2015 followed by growth in 2016; following the results of this year, it started to get closer to the level of the middle of 2009.

Table 13
Yield of Share Indices, % per annum

	
	Currency
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014
	2015
	2016

	Main indices

	RTS Index
	USD
	70.9
	19.2
	-71.6
	128.6
	22.6
	-21.9
	10.5
	-5.5
	-47.5
	-0.6
	52.2

	MICEX Index
	Rubles
	67.7
	11.6
	-66.5
	121.1
	23.3
	-16.9
	5.2
	2.0
	-8.3
	22.7
	26.8

	RTS-2 Index
	USD
	42.3
	43.2
	-78.3
	160.4
	57.0
	-31.8
	3.2
	-20.8
	-47.0
	1.2
	107.7

	Industry indices

	Oil and gas industry

	MICEX O&G
	Rubles
	48.0
	-3.6
	-58.4
	126.3
	17.7
	0.1
	10.9
	5.6
	1.4
	26.6
	23.5

	Chemical and petrochemical industry

	MICEX CHM
	Rubles
	44.0
	10.5
	13.1
	
	44.0
	10.5
	13.1
	-17.4
	19.8
	71.4
	5.8

	Telecommunications

	MICEX TLC
	Rubles
	66.0
	14.6
	-75.5
	187.0
	36.3
	-14.8
	3.9
	11.3
	-39.4
	11.8
	4.3

	Metallurgy and mining

	MICEX M&M
	Rubles
	51.7
	45.6
	-69.2
	212.2
	63.2
	-47.6
	-5.7
	-22.0
	52.7
	7.2
	46.3

	Power industry

	MICEX PWR
	Rubles
	134.5
	7.9
	-73.7
	167.3
	44.2
	-40.2
	-16.9
	-39.3
	-22.7
	17.1
	110.1

	Manufacturing engineering

	MICEX MNF
	Rubles
	69.6
	61.4
	-82.8
	189.0
	74.2
	-40.5
	16.9
	-3.7
	-46.8
	40.4
	12.6

	Consumer goods

	MICEX CGS
	Rubles
	
	
	
	
	85.4
	-36.2
	27.3
	25.4
	-12.6
	21.8
	-0.3

	Finance

	MICEX FNL
	Rubles
	
	
	-67.3
	131.8
	32.0
	-29.7
	-4.4
	16.4
	-22.1
	48.1
	31.4

	Transport

	MICEX TRN
	Rubles
	
	
	
	
	
	
	
	24.1
	-53.4
	34.6
	117.3

	Indices of shares of state-owned companies

	Index of shares of state-owned companies

	SCI
	Rubles
	
	
	
	
	
	
	3.4
	0.2
	-10.0
	31.1
	48.0

	Index of shares of companies performing regulated activity

	RCI
	Rubles
	
	
	
	
	
	
	-13.8
	-20.6
	-9.4
	29.1
	44.3

	Main currencies (for reference)

	USD
	Rubles
	-8.5
	-6.8
	19.7
	2.9
	0.8
	5.6
	-5.7
	7.8
	71.9
	29.5
	-16.8

	EUR
	Rubles
	1.5
	3.5
	15.3
	4.7
	-7.1
	3.3
	-3.5
	11.8
	52.0
	16.6
	-19.9


Note: The indices of shares of state-owned companies have been calculated since 2015; data for the previous years are specified retrospectively.
Calculated on the basis of data provided by Moscow Exchange Group and the Bank of Russia.
On the whole, the RTS index denominated in US Dollars is characterized by higher variability as compared to the MICEX index (see Table 13).

In 2016, the second-tier index RTS-2 (calculated in US Dollars) demonstrated a prominent positive result – 107.7% per annum. Herewith, since 2011, it has shown poor results: three times rather deep decline and two times low yield.
At the end of 2016, (see Table 13
, yield of main world currencies is provided in this Table as an alternative for reference), most industry indices calculated in Russian currency showed positive yield.
In 2016, the indices of transport (117.3% per annum) and electric power (110.1% per annum) industries showed maximum yield, while yield of the index of consumer goods was minimum (minus 0.3% per annum). The most stable is the index of oil and gas industry; it has shown positive yield since 2009.
Recently introduced indices of state-owned companies SCI and RCI
 showed the yield of 48.0-44.3% per annum in 2016. It is characteristic that this result considerably exceeds the yield of the MICEX index.
In many cases, rather high positive correlation between the main and industry indices is observed (see Table 14).

As in the previous years, the industry index in the oil and gas industry is the most statistically dependent on the main index. As for other industry indices, their dependence on the main index is continuously evolving. However, no cases of negative correlation between the main and industry indices were detected. Yet, weak correlation between the MICEX index and the metallurgy and mining industry index was recorded in 2016. It is characteristic that the metallurgy and mining industry index has also demonstrated weak relations with other industry indices.
The Russian stock indices are characterized by high volatility
. Table 15 specifies systematized data on volatility and yields of the main consolidated stock indices for shares as well as the Sharpe ratio
.

At the end of 2016, volatility of the main consolidated stock indices for shares appeared to be at the minimum levels. As compared to the previous year, it decreased by 0.2-0.5 pp. However, volatility of indices for shares of Russian companies remains high, and against this background, many events, which substantially should affect their behavior, pass unnoticed.

The traditionally low Sharpe ratio came under notice. However, in 2016, in contrast to the previous year, this indicator was positive for all three consolidated stock indices for shares, which gives a positive signal to the investors.

Table 14
Correlation Matrix of Stock Indices for Shares in 2016
	
	A
	B
	C
	D
	E
	F
	G
	H
	I
	J

	A
	MICEX Index
	1.00
	
	
	
	
	
	
	
	
	

	B
	Oil and gas industry
	0.92
	1.00
	
	
	
	
	
	
	
	

	C
	Chemical and petrochemical industry
	0.30
	0.25
	1.00
	
	
	
	
	
	
	

	D
	Telecommunications
	0.65
	0.56
	0.20
	1.00
	
	
	
	
	
	

	E
	Metallurgy and mining
	0.03
	0.01
	0.01
	0.03
	1.00
	
	
	
	
	

	F
	Electric power industry
	0.46
	0.42
	0.23
	0.32
	0.01
	1.00
	
	
	
	

	G
	Manufacturing engineering
	0.28
	0.18
	0.09
	0.25
	-0.00
	0.20
	1.00
	
	
	

	H
	Consumer goods
	0.45
	0.38
	0.35
	0.32
	0.04
	0.28
	0.18
	1.00
	
	

	I
	Finance
	0.81
	0.67
	0.17
	0.57
	-0.01
	0.40
	0.27
	0.32
	1.00
	

	J
	Transport
	0.25
	0.16
	0.07
	0.28
	-0.04
	0.24
	0.15
	0.05
	0.22
	1.00


Calculated on the basis of data provided by Moscow Exchange Group.
Table 15
Volatility and Yield of Stock Indices for Shares
	Period
	MICEX Index
	RTS Index
	RTS-2 Index

	
	Volatility, %
	Yield, %
	Sharpe ratio
	Volatility, %
	Yield, %
	Sharpe ratio
	Volatility, %
	Yield, %
	Sharpe ratio

	2005
	1.5
	83.1
	0.14
	1.3
	83.5
	0.16
	0.8
	69.3
	0.05

	2006
	2.4
	67.7
	0.08
	2.0
	70.9
	0.10
	1.0
	42.3
	-0.01

	2007
	1.5
	11.6
	0.01
	1.4
	19.2
	0.03
	0.7
	43.2
	0.04

	2008
	4.5
	-66.5
	-0.09
	4.2
	-71.6
	-0.11
	1.5
	-78.3
	-0.41

	2009
	3.0
	121.1
	0.11
	2.9
	128.6
	0.12
	1.3
	160.4
	0.26

	2010
	1.5
	23.3
	0.04
	1.7
	22.6
	0.04
	1.0
	57.0
	-0.00

	2011
	1.7
	-16.9
	-0.05
	2.0
	-21.9
	-0.06
	1.3
	-31.8
	-0.14

	2012
	1.2
	5.2
	0.00
	1.6
	10.5
	0.01
	1.3
	3.2
	-0.01

	2013
	1.0
	2.0
	-0.01
	1.2
	-5.5
	-0.03
	1.0
	-20.8
	-0.11

	2014
	1.6
	-8.3
	-0.06
	2.7
	-47.5
	-0.12
	2.5
	-47.0
	-0.12

	2015
	1.3
	22.7
	0.04
	2.2
	-0.6
	-0.02
	2.0
	1.2
	-0.02

	2016
	1.1
	26.8
	0.06
	1.8
	52.2
	0.08
	1.5
	107.7
	0.18


Calculated on the basis of data provided by Moscow Exchange Group.
1.8.2.
Bond Indices

MCXCBI Corporate Bonds Index. Figures 42 and 43 show the diagrams of the MCXCBI TR index based on the total return on corporate bonds
 in the historic period from 2005 till 2016 and in 2016, and Figure 44 shows the average weighted duration and yield of bonds to maturity included in the above index.

Based on the MCXCBI TR index, throughout 2016, except for October, the average total income of investors in corporate bonds (return on investment) has been continuously growing at the rate being slightly lower than in the previous year. Therefore, following the results of 2016, the total income of investors in corporate bonds amounted to 10.7% versus 19.3% in the previous year. Unlike in case of share indices, we may not identify any internal or external events that had significant effect on the dynamics of the MCXCBI TR index.

In 2016, the average weighted duration of corporate bonds has remained at the levels of the previous year: 730-750 days. In 2011-2014, the duration of MCXCBI TR index portfolio was greater, and it amounted to 850 days on average.

The yield to maturity of the MCX CBI TR index portfolio during 2015-2016 followed the dynamics of changes in the key rate and gradually decreased after heavy growth at the end of 2014. Early in 2016, it amounted to 11.30%, and by the end of the year, it decreased to 10.14% (an average at the end of the year – 10.61%). The period from the beginning of the year till the mid April when the yield to maturity exceeded the key rate by 38 basis points on average (by 76 basis points maximum) stands out. A similar situation was observed from the middle of September till the end of the year; the spread was especially significant in the period from October 21 till October 26 (1.31-1.37 pp).

At the end of 2016, the corporate bond index volatility (see Table 16) has sharply decreased as compared to the previous year and amounted to 0.12%. The Sortino ratio remains in the positive area for the second year, and gives certain positive signals to the investors.

MCX RGBI TR Government Bonds Index. Figures 42 and 43 show a diagram of MCX RGBI TR index
, and Figure 45 shows diagrams of average weighted duration and effective yield to maturity of RGBEY.

In 2016, the position of the MCXRGBI TR index was as unstable as it was in the previous year. A rather long-term sideways trend was observed in the period from September till November, and December was marked by an intensive growth. All that is noted against high volatility. However, despite high volatility of the MCXRGBI TR index, it may be noted that in the beginning of the year, its dynamics was affected by the situation on the Asian trading floors.
Figure 42
MCX RGBI TR and MCX CBI TR Bond Indices, %
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Source: Moscow Exchange Group, estimates of NAUFOR

Figure 43
MCX RGBI TR and MCX CBI TR Bond Indices in 2016, %
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Source: Moscow Exchange Group, estimates of NAUFOR
Figure 44
Yield and Duration of MСХ CBI TR Corporate Bond Index
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Source: Moscow Exchange Group, Bank of Russia

As a result, over 2016, the total income of investors in government bonds amounted to 14.5% as compared to 29.8% in the previous year. It comes under notice that according to bond indices, the income of investors in government bonds appeared to exceed the income of investors in corporate bonds by 3.8 pp in 2016. A similar situation was observed in the previous year, but the spread was wider – 10.5 pp.
In 2015-2016, the duration of government bonds soared and amounted to 3,180 days on average versus 2,380 days in 2012-2014.

During 2015-2016, the effective yield to maturity of RGBEY government bonds also followed the key rate trend. Early in 2016, it reached the level of 10.19%, and by the end of the year, it decreased to 8.36% (an average value at the end of the year – 9.09%). Throughout the year, the RGBEY indicator has not exceeded the key rate of the Bank of Russia. The spread ranged from minus 2.22 pp to minus 0.13 pp (minus 1.48 pp on average).

Volatility of the government bond index significantly changes from year to year (see Table 16).

At the end of 2015, the volatility of the MCXRGBI TR index also significantly decreased as compared to the previous year and amounted to 0.28%.

It is typical that the volatility of the government bonds index significantly exceeded the volatility of the corporate bonds index over the entire period of monitoring, with few exceptions.

Figure 45

Effective Yield to Maturity and Duration for Government Bonds
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Source: Moscow Exchange Group, Bank of Russia

Table 16
Volatility and Average Yield to Maturity for Stock Indices for Bonds
	Period
	Corporate bonds
	Government bonds
	Refinancing rate/key rate (average), %

	
	Volatility

MCX CBI TR volatility, %


	Average yield to maturity MCX CBI TR, %
	Sortino ratio
	Volatility

MCX RGBI TR volatility, %
	Average yield to maturity MCX RGBI TR, %
	

	2005
	0.10
	–
	–
	0.15
	7.09
	13.0

	2006
	0.20
	–
	–
	0.11
	6.46
	11.6

	2007
	0.11
	–
	–
	0.15
	6.42
	10.3

	2008
	0.42
	–
	–
	1.03
	7.56
	10.9

	2009
	0.26
	13.68
	0.05
	1.22
	10.18
	11.3

	2010
	0.10
	7.41
	0.03
	0.35
	6.64
	8.0

	2011
	0.09
	7.48
	0.02
	0.22
	7.06
	8.1

	2012
	0.06
	8.73
	0.09
	0.17
	7.41
	8.1

	2013
	0.04
	7.93
	0.11
	0.36
	6.79
	5.5

	2014
	0.30
	10.44
	-0.14
	0.80
	9.16
	7.9

	2015
	0.31
	13.11
	0.48
	0.57
	11.43
	12.5

	2016
	0.12
	10.61
	0.30
	0.28
	9.09
	10.6


Calculated on the basis of data provided by Moscow Exchange Group.

1.8.3.
REPO Rate Indicators

Figures 46 and 47 show the diagrams of one-day REPO indicators for shares and bonds in 2006-2016.

In 2015-2016, one-day REPO indicators for shares and bonds demonstrated the similar dynamics in qualitative terms: gradual decrease throughout the period after a spike at the end of 2014 caused by sharp increase of the key rate. Abnormal negative breakouts stood out in February-March in the REPO indicator for bonds.
The REPO indicator for shares decreased from 11.8% to 9.5%.

The REPO indicator for bonds decreased from 11.5% to 9.9%.

In 2014, new REPO rate indicators were introduced: rate indicators of REPOs with the central counterparty. These indicators are calculated separately for government bonds (MOEXREPO) and shares (MOEXREPOEQ). Figure 48 provides diagrams of daily rate indicators of REPOs with the central counterparty in 2014-2016.
Behavior of the rate indicators of REPOs with the central counterparty in 2016 is characterized by stability with an insignificant downward trend. The year of 2016 ended at the level of 10.39-10.62%. Difference between values of this indicator for government bonds and for shares was minimum. On average, the indicator for shares exceeds the indicator for government bonds by 0.22 pp.

On the whole, all REPO indicators are extremely volatile, and against this background, events, which should actually have effect on the dynamics of these indicators, pass unnoticed. Exclusion is made only for extraordinary events such as raising of the key rate by 7.5 pp at once in December 2014.
Figure 46
One-Day REPO Rate Indicator for Shares, %
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Source: Moscow Exchange Group
Figure 47
One-Day REPO Rate Indicator for Bonds, %

[image: image47.emf]
Source: Moscow Exchange Group
Figure 48
Rate Indicators of REPOs with the Central Counterparty, %
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Source: Moscow Exchange Group
Figure 49
VIX and RTSVX Volatility Indices, %
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Source: Moscow Exchange Group, Yahoo Finance
Figure 50
VIX and RTSVX Volatility Indices in 2016, %
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Source: Moscow Exchange Group, Yahoo Finance
1.8.4.
Volatility Index

The RTSVX volatility index is calculated on the basis on options for futures prices for the RTS index for the closest options series. The calculation methodology is similar to that used for the international index CBOE Volatility Index (VIX). Figures 49 and 50 show the diagrams of the VIX and the RTSVX indices in 2010-2016 and 2016.

In 2010-2016, the Russian RTSVX index was almost similar to the international VIX index in qualitative terms and followed it at the higher level. Thus, in 2016, the spread between these indices amounted to 16.6 pp on average – almost the same as in the previous year. During 2016, despite significant variability, the RTSVX index demonstrated a downward trend.

The volatility indices are very sensitive to various external factors. The RTSVX index reached its maximum value in the period from January 15 till January 21 against the background of negative events on the Asian trading floors. Moreover, the increased volatility was observed on February 11, which may be related to the response to the statement of the US Federal Reserve System about stability of growth of the national economy.
On June 24 and 27, the VIX index rather sharply responded to the results of the referendum on withdrawal of the UK from the EU. The response of the Russian volatility index was fairly restrained, in contrast to the Russian share indices.
2.
Institutional Structure

2.1.
Issuers of Securities.
Initial Public Offerings

Any joint-stock company is an issuer as upon its incorporation it places shares and has to register them. Bonds can also be issued by a limited liability company and, subject to certain conditions, a non-profit organization. The information on the number of operating legal entities is shown in Table 17, and the consolidated data on the number of issuers on the domestic organized market are provided in Table 18
.

The number of open (public) joint-stock companies acting as the resource base of the organized share market continuously decreases. In 2015-2016, the decline was particularly significant (by 18.4% and 12.8% respectively). However, it still remains to be rather great – a little more than 20 thousand companies. An extremely small percentage of the total number of issuers is represented on the organized market.

In 2016, the number of issuers whose shares and/or bonds are traded on the organized market has not decreased by 41 companies (7.2% in relative terms) to 526 legal entities. However, the number of issuers whose securities are in the quotation lists decreased even more by 13.3%. Apparently, it is mostly related to the toughening of requirements to the listing of securities.
Table 17
Number of Operating Legal Entities
	Period
	Number of operating legal entities
	Including

	
	
	PJSC (former OJSC)
	NJSC (former CJSC
	LLC
	JSC

	2010
	2,779,026
	40,290
	222,030
	2,516,706
	

	2011
	4,019,603
	37,755
	155,434
	3,826,414
	

	2012
	3,822,886
	32,982
	137,538
	3,652,366
	

	2013
	3,855,077
	31,405
	127,397
	3,696,275
	

	2014
	3,931,038
	30,360
	112,600
	3,788,078
	

	2015
	4,097,727
	24,773
	98,525
	3,972,457
	1,972

	2016
	3,837,232
	20,103
	80,678
	3,736,028
	423


Source: SPARK-Interfax
Table 18
Issuers on the Organized Market
	Period
	MICEX Stock Exchange
	RTS

	
	Number of issuers (of shares and bonds)
	including those in the quotation lists (the first and the second tiers)
	Number of issuers (of shares and bonds)
	including those in the quotation lists

	2005
	385
	93
	262
	46

	2006
	539
	127
	332
	64

	2007
	670
	229
	354
	88

	2008
	632
	255
	329
	92

	2009
	602
	230
	353
	87

	2010
	570
	241
	307
	76

	Moscow Exchange Group

	2011
	557
	241
	
	

	2012
	517
	240
	
	

	2013
	541
	245
	
	

	2014
	567
	260
	
	

	2015
	567
	234
	
	

	2016
	526
	203
	
	


Source: Moscow Exchange Group
In 2014-2016, initial public offerings by Russian issuers have been occasional, and due to the well-known reasons, they have been carried out only on the domestic market. According to the available data, in 2016, two Russian companies (Budushchee Financial Group, PJSC and Russneft Oil Company, PJSC) carried out IPOs on the Moscow Exchange, and the amount of funds raised by these issuers was assessed at 44.1 billion Rubles. In the previous year, initial public offerings were carried out by four companies, which raised 29.2 billion Rubles in total.

2.2.
Investors

The investors shall mean any persons or institutions investing funds in securities with the aim of obtaining profit. There are no official systematized data on the composition and quantitative characteristics of the investor base for the Russian securities market. The investor base accounting and research are carried out by professional participants of the securities market, self-regulatory organizations and research groups. The Bank of Russia started publishing some information on the investors.
Moscow Exchange Group regularly discloses information on the number and structure of customers participating in the trade and conducting transactions on the stock market (hereinafter also referred to as the “MICEX SE customers”).

Figure 51 shows the information on the number of customers registered at the MICEX Stock Exchange
.
The total number of the MICEX SE customers demonstrates a long-term upward trend. In 2016, the growth in the number of unique customers slowed down to 5.4% (8.7% in 2015). At the end of the year, their number amounted to 1,070.3 thousand customers, which exceeded this indicator of 2015 by 54.4 thousand customers.
An important characteristic of the investor base is the number of the so-called active investors, i.e., those of the unique customers who settle at least one transaction per month. It is recognized that the number of active customers in the total number of customers was traditionally low both in relative and absolute terms. Thus, in the period from 2007 till 2011, the active customers, on average, accounted for 15% of the number of unique customers. In 2012-2016, this ratio decreased to 8.9%.

In 2016, high activity of investors was observed: the annual average number of active customers amounted to 93.6 thousand customers, which exceeds the value of the previous year by 17.7%.

2.2.1.
Private Investors

Figure 52 shows the information on the number of the MICEX SE customers being resident individuals.

Individual resident customers amount to 97.5% in the total number of unique customers.

The number of unique MICEX SE customers being individual residents continuously grows. Over 2016, the annual average number of these customers increased by 5.7% and amounted to 1,038.3 thousand people. On a national scale, it is an extremely insignificant number – about 0.8% of the employable population.
In 2016, the number of active customers, on average, reached 8.3% of the number of the unique customers. In absolute terms, their number increased up to 86.2 thousand people (by 9.3% in relative terms).

Figure 53 provides data on the structure of transactions settled by private investors on the stock market of Moscow Exchange Group. Upon settlement of securities transactions on MICEX Stock Exchange, individual investors are mainly interested in shares.

Figure 51
Customers of MICEX Stock Exchange, thousand customers
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Source: Moscow Exchange Group, estimates of NAUFOR
Figure 52
Resident Individuals – MICEX SE Customers
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Source: Moscow Exchange Group, estimates of NAUFOR
In 2016, transactions in shares accounted for 85.9% of the total volume of transactions settled by individuals on this stock exchange versus 82.7% in the previous year. Other types of securities, such as bonds and investment units, amount to 14.1% of the transactions settled by private investors.

Despite high interest in equity instruments on the part of private investors, a slight change in the structure of investments is observed. In 2016, percentage of other instruments (primarily, bonds and investment units) slightly decreased; however, interest in debt instruments on the part of private investors is preserved.
Figure 54 shows a diagram characterizing the share of resident individuals in the total value of transactions in shares and corporate bonds on the stock market of Moscow Exchange Group (without account of REPO transactions).

Since 2010, a tendency towards reduction of the share of private investors being residents in transactions in shares appeared. In 2016, this tendency accelerated, having demonstrated decrease by 3.1 pp to 34.9%. The share of private investors in trades in other securities (mainly, in bonds) demonstrates even more negative dynamics. Thus, in 2016, the share of private investors in the total volume of transactions in other securities decreased by 7.2 pp and amounted to 5.7%.

In 2015, it became possible for the private investors acting as residents to open individual investment accounts (the IIA) characterized by preferential tax treatment in case of lead time on investment amounting to three or more years.

Figure 53
Structure of Transactions Settled by Individuals on the Stock Exchange of Moscow Exchange Group, %
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Source: Moscow Exchange Group, estimates of NAUFOR
Figure 54
Share of Individuals in the Cost Volume of Transactions in Securities on the Stock Market of Moscow Exchange Group (without Account of REPO Transactions), %
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Source: Moscow Exchange Group, estimates of NAUFOR

Figure 55

Dynamics of IIA Opening
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Source: Moscow Exchange Group

Figure 56

Volume of Transactions in Shares Settled Using IIAs
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Source: Moscow Exchange Group

Figure 57

Volume of Transactions in Bonds Settled Using IIAs
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Source: Moscow Exchange Group

In the consolidated form, statistical data on these accounts are available only for investors settling transactions on the organized markets of Moscow Stock Exchange. Figure 55 presents data on the dynamics of opening of the IIAs on the stock market of the Moscow Exchange in 2015-2016.

During 2016, growth in the number of the IIAs opened with the Moscow Exchange was rather intensive: starting from 88.9 thousand people late in 2015 up to 195 thousand people by the end of 2016 (gain – 119.5%). According to the Moscow Exchange, about 32% of private investors that opened IIAs entered the Russian stock market for the first time. In 2016, according to our estimates, the volume of monetary funds placed by the nationals of the Russian Federation to the IIAs amounted to 20 billion Rubles, which almost three times exceeds the value of the last year.
The choice of financial instruments for investments using the IIA generally does not differ from general investment preferences of individual residents (see Fig. 54).

Figures 56 and 57 show data on the volume of transactions in shares (including depositary receipts, ETFs, UIFs, and COPs) and in bonds (including government and corporate bonds).

The volume of transactions in shares had an apparent upward trend during the year. In aggregate, over the year, the turnover amounted to 151 billion Rubles. At the same time, over the year, the average share of IIA turnover amounted to a little bit more than 2% of the total volume of transactions in shares settled by individuals.

The total volume of transactions in bonds settled using the IIAs amounted to 10.8 billion Rubles over the year. Abrupt growth of turnover by the end of the year when the volume of transactions in bonds settled using the IIAs amounted to 1% and 1.6% in 2015 and 2016 respectively stands out.

2.2.2.
Corporate Investors

Corporate investors shall mean legal entities acting on their own behalf.

Figure 58 shows the data on the number of legal entities acting as the MICEX SE customers.

In 2016, the number of unique customers acting as legal entities decreased by 8.2% and amounted to 19.1 thousand companies. As compared to the previous period, decrease in the number of active corporate investors slightly slowed down. Following the results of 2016, the number of active investors amounted to 1,335 entities.
2.2.3.
Trust Customers
Figure 59 provides the data on the number of individuals and legal entities being the MICEX SE customers who placed their funds into trust.

In comparison with the number of customers performing brokerage transactions on the stock exchange, the number of customers who placed their funds into trust for transactions on the organized market is extremely small – only 19,144 investors. In 2016, the share of unique trust customers as a percentage of the total number amounted to almost 21% or to 3,969 investors in absolute terms.

2.2.4.
Unit Investment Funds

In the period from 2012 till 2016, the total number of unit investment funds on the domestic financial market (for qualified and non-qualified investors) has stabilized at the level slightly exceeding 1.5 thousand funds.

Figure 60 shows the consolidated data on the dynamics of changes in the number of Unit Investment Funds (the UIF)
.

Figure 58
Legal Entities Acting as the MICEX SE Customers, thousand entities
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Source: Moscow Exchange Group, estimates of NAUFOR
In 2016, an insignificant growth in the number of closed-end funds (1.3% as compared to the previous year) is observed. On the contrary, the number of open-end funds decreased by 9.1%. The closed-end funds prevail in the total number of funds (76% of the total number). The open-end funds amount to 22%, and the interval funds account for the remaining share. According to the estimates, 55% of all funds pertains to the category of funds for qualified investors, and this indicator continuously grows: thus, in 2008, the share of funds for qualified investors amounted to about 14%.
The information on the number of customers of the UIFs started to be disclosed by the Bank of Russia only in 2016 (both as summarized data on the funds for qualified and non-qualified investors, and as broken down by individual funds for non-qualified investors). According to the data of the Bank of Russia, as of the end of the fouth quarter of 2016, the total number of holders of investment units of closed-end funds (both individual and legal entities, residents and non-residents) amounts to 10.2 thousand holders; in case of open-end funds – 376 thousand holders. Information on interval funds is specified with due account for one fund (Alfa-Capital Interval Unit Investment Fund) reorganized in 2000 from the voucher investment fund and appears to be abnormally large-scale – 1,080 thousand funds. We excluded holders of investment units of this fund (1,048 thousand holders) from the overall calculation and assess the number of holders of units in interval funds that consciously made the investment decision on acquisition of units at 31.1 thousand holders.
Comparing data of the Bank of Russia, we assess the number of non-qualified investors in the closed-end funds at 8.1 thousand (77.6% of the total number). The remaining 2.1 thousand investors may be referred to the qualified investors. It appeared to be impossible to separate qualified investors in the total number of holders of investment units of interval funds.
Figure 59
MICEX SE Customers That Placed Their Funds into Trust
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Source: Moscow Exchange Group, estimates of NAUFOR
Figure 60
Number of Unit Investment Funds
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Source: Bank of Russia, investfunds.ru
Figure 61

Dynamics of the NAV of UIFs for Qualified and Non-Qualified Investors
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Source: Bank of Russia, estimates of NAUFOR

As investors in the open-end unit funds may invest in several funds and use the service for unit exchange, the above number of holder of investment units in the open-end UIFs shall be considered as the maximum possible value.

Based on the fact that investment in the closed-end, open-end and partially in interval funds pertains to different investment strategies, overlapping of client niches of funds of these types is minimal, and in total, we may assess the number of holders of investment units at 400 thousand maximum. Since the information on the holders of investment units is available within a very limited time period, it appears to be impossible to evaluate the dynamics of its changes.

Therefore, a little bit more than 2% of the total number of holders of investment units invests in the closed-end funds, and others make investments into open-end and interval funds. The share of qualified investors is assessed at 0.6% of the total number of holders of investment units.

Number of holders of investment units of the open-end funds varies rather widely: according to the Bank of Russia, over the fourth quarter of 2016, the maximum number of holders of investment units of one fund amounted to 33,226 holders, the median number, 172 holders, and the minimum, one holder
. Only seven open-end funds (2.1% of the total number) have more than 10,000 unit holders, and 80 funds (24.1%) have more than 1,000 holders. 194 funds (59%) have more than one hundred holders of units. 62 funds (19%) have less than ten unit holders.

The number of holders of investment units of the closed-end funds (for non-qualified investors) is much lower: according to the Bank of Russia, over the fourth quarter of 2016, the maximum number of holders of investment units of one fund amounted to 1,681 holders, the median, two holders, and the minimum, one holder. Only three closed-end funds (0.9% of the total number) have more that 1,000 unit holders. Eight funds (2.5%) have more than one hundred unit holders. The majority of funds (87.3%) has less than ten holders.
An important characteristic of the UIFs is the net asset value (NAV) of the funds. Pursuant to the current laws, information on the funds for qualified investors may be made available only to the holders of these units and the qualified investors. Public aggregate data on the net asset value of the UIFs for qualified and non-qualified investors started to be provided by the Bank of Russia only since the end of 2014 (see Fig. 61).

According to the Bank of Russia, over the fourth quarter of 2016, the total net asset value of the UIFs of all types, whether the funds for qualified or for non-qualified investors, has amounted to 2,579.9 billion Rubles. The funds for the qualified investors account for 75.9% of this sum.
Therefore, according to our estimates, 0.6% of the total number of holders of investment units (acting as the qualified investors) account for more than 74% of the total net asset value of the UIFs.

Since the information on the aggregate net asset value of the UIFs is available within a very limited time period, it appears to be impossible to evaluate the dynamics of its changes.

Figure 62 shows structured data on the net asset value of unit investment funds for non-qualified investors within a ten-year period.

Over 2016, the total net asset value of the funds for non-qualified investors has increased by 2.5% and amounted to 620.7 billion Rubles. The closed-end funds account for 78% of this sum, and the open-end funds, for 21.1%. The rate of growth differs for different categories of funds: the NAV of the open-end funds increased by 18.9% and amounted to 130.8 billion Rubles, while this indicator for the closed-end funds decreased by 0.24% to 484.2 billion Rubles.

Figure 62

Net Asset Value of Unit Investment Funds for Non-Qualified Investors, billion Rubles
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Source: Bank of Russia, investfunds.ru

Figure 63

Volume of Net Capital Raised by Open-End UIFs, million Rubles
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Figure 64

Categories Structure of Open-End and Interval UIFs, %
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Source: investfunds.ru, estimates of NAUFOR

On a national scale, the net asset value of the Russian UIFs is insignificant. The ratio between the NAV of the funds for both qualified and non-qualified investors and the GDP is assessed at 4%. If we consider only the funds for non-qualified investors, this indicator would decrease to 1%. And if we consider only the open-end and the interval funds, it would decrease to 0.2%.
Within a longer historic period, an outstripping growth rate of the NAV for the closed-end funds comes under notice: so, ten years ago, in 2006, the share of the closed-end funds in the total net asset value of the funds for non-qualified investors was much smaller – 34.3%.
Variability of the net asset values of the open-end funds is rather high: according to the Bank of Russia, over 2016, the maximum NAV of one fund amounted to 13,166 million Rubles, the median, 53.7 million Rubles, and the minimum, 83.5 thousand Rubles
. 33 open-end funds (10% of the total number) have the NAV exceeding one billion Rubles, and 131 funds (39.8%) have the NAV exceeding 100 million Rubles. The NAV of 60 funds (18.9%) is less than the minimum amount upon reaching of which the open-end fund shall be deemed formed (ten million Rubles).

Variability of the net asset values of the closed-end funds (for non-qualified investors) is also high: according to the Bank of Russia, over 2016, the maximum NAV of one fund amounted to 43,121 million Rubles, the median, 338.8 million Rubles, and the minimum, 115.9 thousand Rubles. Ten closed-end funds (3.2% of the total number) have the NAV exceeding 10 billion Rubles, and 85 funds (27.3%) have the NAV exceeding one billion Rubles. 223 funds (71.4%) have the NAV exceeding 100 million Rubles. The NAV of 47 funds (15%) is less than the minimum amount upon reaching of which the closed-end fund shall be deemed formed (25 million Rubles).

Another important characteristic of the UIF’s activity is the volume of net capital raised by the funds. These data are the most indicative for the open-end UIFs, where requests for issue and redemption of units are accepted every working day. Figure 63 provides the data on the net capital raised by the open-end UIFs taking into account funds under formation in 2006-2016.
The positive balance of capital raised by the open-end funds has been observed for the second year in a row. Herewith, in 2016, its volume turned out to be significant – 14.1 billion Rubles. It is typical that this result was achieved primarily on account of inflow of capital into bond funds (volume of the net raised funds 20.0 billion Rubles) while inflow into the share funds was insignificant (1.1 billion Rubles).
Depending on the conditions of the financial market, noticeable changes are observed in the structure of the net asset value of the open-end and the interval UIFs. Figure 64 shows data on the structure of the NAV for main categories of the open-end and the interval funds (for non-qualified investors). Categories structure of open-end and interval UIFs, %

In the long term, continuous decrease of the share of share funds (including index funds) in the total NAV of the open-end and the interval funds is noticed. Therefore, since 2010, when the maximum share of the share funds (65.5%) was registered, in 2016, this indicator decreased to the minimum value – 29.4%. Substitution occurs on account of the bond funds. In 2016, their share amounted to 49.3%. The reasons for this phenomenon are not obvious and need to be further researched.
Figure 65
Number of Non-State Pension Funds
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2.2.5.
Non-State Pension Funds

The number of non-state pension funds has continuously decreased (see Fig. 65).
In 2016, 74 NPFs remained. 47 funds out of them (63.5% of the total number) were licensed to carry out mandatory pension insurance activity.

Over ten years, the number of the NPFs has decreased by 72.4%.

Voluntary funds of corporate and individual pension plans sent to the NPFs form pension reserves. The people having the right to the funded component of the retirement pension can transfer their savings to the NPFs licensed to carry out the mandatory pension insurance activity.

Investment resources of the NPFs (pension savings and reserves) continuously grow (see Fig. 66).
Following the results of 2016, the volume of investment resources of the NPFs amounted to 3,211 billion Rubles, which equals to 5.3% of the GDP. Including pension reserves in the amount of 1,096 billion Rubles (34.1% of the total amount) and pension savings in the amount of 2,115 billion Rubles (65.8%).

Rather slow but stable upward dynamics is observed with regard to the pension reserves: in the period from 2010 till 2016, the average annual increase amounted to 9.7%.

The dynamics of changes in the volume of pension savings has an artificial nature to a large extent and it relates not only to the decisions of the insured on transfer of the funded component of the retirement pension to the NPFs and investment results, but also to the decisions of the Government on transfer of funds from the Pension Fund of the Russian Federation.
The number of participants on non-state pension fund schemes started to decrease, while the number of the insured that made a decision to transfer the pension savings to the NPFs, on the contrary, continuously grows (see Fig. 67).

Figure 66

Investment Resources of NPFs
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Source: Bank of Russia, FSSS

Figure 67

Number of Participants and the Insured of the NPFs
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The number of the fund participants under non-state pension fund schemes has decreased since 2014 at the average rate of 8% per annum and at the end of 2016, it declined to 5.3 million people. As compared to the number of nationals engaged in the economic activity and having regular earnings under the pension age (according to the FSSS, about 69 million people), it is only 7.7%.
At the same time, positive changes in the number of the insured in the Russian pension fund scheme that transferred their pension savings to the NPFs are observed. In 2016, the total number of such individuals increased by 13.4% and amounted to 29.8 million people. As compared to the number of nationals engaged in the economic activity, having regular earnings and born in 1967 or later (according to the FSSS, about 53 million people), it is 56.4%.

2.2.6.
Investment of Pension Savings

33 management companies including state company State Corporation Bank for Development and Foreign Economic Affairs, JSC (Vnesheconombank) are also licensed to manage the pension savings. As the state management company, Vnesheconombank is entitled to invest pension savings of nationals in two investment portfolios – an extended investment portfolio and a portfolio of state securities. Private management companies have more opportunities for investments.
Table 19 provides data on the net asset value of the pension savings at the disposal of Vnesheconombank and private management companies.

Most of the pension savings – 97.9% funds transferred to the management companies or 1,968 billion Rubles in absolute terms – are managed by the state management company. At the same time, continuously decreasing rate of growth of funds under its management is observed, and in 2016, decrease by 2.2% was recorded for the first time (without account for the crisis year of 2008).

A strong positive dynamics of growth of the portfolio of government securities may be mentioned in this context. However, the size of this portfolio is very insignificant and have no effect on the final result.

According to the Pension Fund of the Russian Federation, over 2016, the net asset value of private management companies increased by 3.7% up to 42.1 billion Rubles.
On the whole, the volume of pension savings managed by the management companies is insignificant on the national scale – 3.2% of the GDP.

2.2.7.
Commercial Banks

Many Russian banks hold licenses of professional securities market participants or act as investors.
Consolidated data on the volumes of various types of securities held as assets by lending institutions are shown in Table 20
.

Table 19
Net Value of Assets in Which Pension Savings were Invested by Management Companies, billion Rubles

	Period
	Vnesheconombank
	Private management companies
	TOTAL
	Investment resources of MC/GDP (%)

	
	Extended portfolio
	Portfolio of government securities
	TOTAL
	
	
	

	2005
	
	
	176.3
	5.6
	181.9
	0.84

	2006
	
	
	267.1
	9.4
	276.4
	1.03

	2007
	
	
	362.9
	12.2
	375.1
	1.13

	2008
	
	
	343.1
	7.1
	350.2
	0.83

	2009
	479.8
	0.8
	480.6
	14.9
	495.4
	1.23

	2010
	737.5
	2.4
	739.9
	19.5
	759.4
	1.69

	2011
	1,328.6
	5.2
	1,333.8
	28.8
	1,362.6
	2.28

	2012
	1,635.3
	8.0
	1,643.2
	34.0
	1,677.2
	2.69

	2013
	1,854.1
	10.9
	1,865.0
	37.5
	1,902.5
	3.04

	2014
	1,891.7
	10.5
	1,902.3
	37.6
	1,939.9
	3.08

	2015
	1,989.7
	22.7
	2,012.4
	40.6
	2,053.0
	3.35

	2016
	1,939.2
	28.8
	1,968.0
	42.1
	2,010.1
	3.21


Source: Vnesheconombank, PFR, estimates of NAUFOR
Table 20

Securities in the Assets of Lending Institutions, billion Rubles

	Period
	Securities* (TOTAL)
	% of GDP
	Including

	
	
	
	Debt instruments*
	Equity securities*
	Controlling portfolio in subsidiary and affiliate JSC
	Discounted bills

	2005
	1,527.9
	7.1
	1,036.6
	227.9
	64.9
	198.5

	2006
	1,956.2
	7.3
	1,341.2
	311.2
	79.8
	224.1

	2007
	2,353.1
	7.1
	1,674.7
	286.5
	144.5
	247.4

	2008
	2,350.7
	5.7
	1,760.3
	193.4
	212.0
	185.0

	2009
	4,286.2
	11.0
	3,379.1
	411.8
	284.5
	210.8

	2010
	5,810.1
	12.5
	4,419.9
	710.9
	368.2
	311.1

	2011
	6,191.8
	10.4
	4,676.2
	914.4
	387.3
	213.9

	2012
	6,944.4
	11.2
	5,265.1
	791.6
	579.4
	308.2

	2013
	7,774.2
	12.4
	6,162.9
	790.4
	599.1
	221.8

	2014
	9,694.5
	15.4
	7,651.4
	488.7
	1,365.9
	188.4

	2015
	11,703.7
	19.1
	9,616.0
	295.2
	1,662.2
	130.3

	2016
	11,403.3
	18.7
	9,365.6
	357.4
	1,549.0
	131.3


* Until February 1, 2008, without account for the securities under repurchase agreements.

Source: Bank of Russia
In absolute terms, at the end of 2016, the securities in assets of lending institutions were assessed at 11,403 billion Rubles, which is less than the value of the previous year by 2.6%. For the last ten years, the banking system has been the largest institutional investor, with the securities in bank assets amounting to almost 19% of the GDP.

Over the year, the ratio between types of securities in the total securities portfolio of lending institutions has not changed much either: the share of debt securities remained at the level slightly exceeding 82%, and the percentage of shares (without account of shares of subsidiaries and affiliates) amounted to approximately 3%.

2.2.8.
Non-Residents

Figure 68 shows information on the average annual number of unique non-resident customers of MICEX Stock Exchange. It is worth noting that since 2011, Moscow Exchange Group has altered the format of data submitted on the customer base associated with non-residents. While it appears that prior to this year, only data on non-resident legal entities were disclosed, thereafter information on both legal entities and individuals acting as non-residents started to be disclosed. In view of the above, the diagram in Figure 68 is of composite nature.

Since 2008, the number of non-residents being the MICEX SE customers has been growing throughout the period under monitoring. Over 2016, the total number of the MICEX SE customers being non-resident legal entities increased by 70.2% and amounted to 7,930 companies. Throughout the year, the number of non-resident individuals has continuously increased, and at the end of the year, their annual average number amounted to 5,634 people, which exceeded the indicator of the previous year by 49.6%.

As opposed to the residents, where the number of individuals is two orders greater than the number of legal entities, the number of non-resident individuals is less than the number of non-resident legal entities almost 1.3 times. It may be related to the fact that some Russian private investors prefer to make investments on the Russian market through companies established in foreign jurisdictions.

The number of active non-resident customers (see Fig. 69) was much smaller than the total number of non-resident customers. In 2016, the share of individuals acting as active customers amounted to 6%, and the share of legal entities, to 5.7%. Since the start of separate disclosure of information on non-resident individuals and legal entities, a reduction in the share of active customers is observed. However, in 2014-2016, the trend changed. In 2016, the number of active non-resident individuals increased by 27.7%, up to 342 people. The number of active non-resident legal entities showed negative dynamics, and decreased by 9.8% to 452 companies.

Participation of non-residents in transactions in securities has widely varied depending on the situation on the local and the global markets.

Figure 68
Non-Resident Customers on the Stock Market of Moscow Exchange Group
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Source: Moscow Exchange Group, estimates of NAUFOR

Figure 69
Active Non-Resident Customers on the Stock Market of Moscow Exchange Group
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Source: Moscow Exchange Group, estimates of NAUFOR
Figure 70
Share of Non-Residents in the Cost Volume of Transactions in Securities in Moscow Exchange Group, %
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Source: Moscow Exchange Group, estimates of NAUFOR
Figure 71
Structure of Transactions Settled by Non-Resident Customers on the Stock Exchange of Moscow Exchange Group, %
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Source: Moscow Exchange Group, estimates of NAUFOR
In 2016, the share of non-residents amounted to 22.5% against 17.6% in the previous year. Despite significant reduction of the volume of trade on the part of foreign investors in 2015, in 2016, interest of non-residents in the domestic financial market slightly beat the result of 2014.

Upon settlement of transactions in securities on MICEX Stock Exchange, non-resident investors are mainly interested in shares, which is indicative of the increase in “appetite for risk” on the part of foreign market players. Figure 71 provides data on the structure of transactions settled by non-resident investors on the stock market of Moscow Exchange Group.

In the total number of transactions settled by non-residents in 2016 in all trading modes, the transactions in shares still prevail and account for 65.1%. Their share increased by 6.2. pp as compared to the previous year. Share of other types of securities, such as corporate, government, sub-federal and municipal bonds, and investment units, amounted to 34.9%.

2.3.
Professional Participants of the Securities Market, Management Companies and Infrastructure Entities
2.3.1.
General Information on the Professional Participants of the Securities Market
The number of legal entities holding the license of professional participant of the securities market kept sharply decreasing in 2016. Following the results of 2016, the number of professional participants was reduced to 623 entities, which is less than the results of the previous year by 23.3% (see Fig. 72)
.

2.3.2.
Brokers, Dealers, Trustees

Brokers, dealers and securities management companies are the principal participants of the Russian stock market, in addition to the infrastructure entities.

At the end of 2016, the total number of organizations holding the license for performance of broker, dealer and securities management activities (in any combinations of licenses) amounted to 578 companies (early in the year, there were 764 such companies). 47.7% of the above (as compared to 43.5% in the previous year) are lending institutions. Most (58.9%) of the head offices of professional intermediary participants are located in Moscow.

According to the Moscow Exchange, the total turnover of the lending institutions as per all instruments of the stock market exceeds the turnover of non-credit institutions more than four times (see Fig. 73).

Figure 72

Number of Organizations – Professional Participants of the Securities Market
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Source: Moscow Exchange Group, estimates of NAUFOR

Figure 73

Turnover of the Participants of the Stock Market in 2016, trillion Rubles
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Source: Moscow Exchange Group, estimates of NAUFOR

The most common legal organizational form of the professional intermediary participants is “limited liability company” ‑ 41.7% of the total number of intermediaries (see Table 21)
.

The Bank of Russia is authorized to carry out some transactions in securities, including those on the organized market, without special licenses.

The information on the number of valid licenses issued to the professional intermediaries is shown in Figure 74, while Figure 75 describes the current combinations of various types of licenses.

The number of valid licenses has been decreasing along with the number of professional intermediary organizations.

The majority of companies (37.7%) holds three licenses for performance of broker, dealer and securities management activities. 77.5% of the companies holding broker, dealer or securities management licenses also holds the depositary license.

Over the last years, the number of issued and cancelled licenses has varied depending on the conditions of the securities market and the policy of the regulatory authority, including change in the requirements to the equity funds and the rules for licensing of new companies (see Figures 76 and 77).

Table 21

Legal Organizational Forms of Professional Securities Market Participants Holding Licenses for Performance of Broker, Dealer and Securities Management Activities in 2016
	Legal organizational form
	Number of companies
	Share of the total number, %

	Limited liability company
	260
	41.7

	Joint-stock company
	196
	31.5

	Public joint-stock company
	89
	14.3

	Closed joint-stock company
	49
	7.9

	Open joint-stock company
	28
	4.5

	State corporation
	1
	0.1


Source: Bank of Russia, estimates of NAUFOR

Figure 74

Licenses Held by Professional Intermediaries
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Source: Moscow Exchange Group, estimates of NAUFOR

Figure 75

Combination of Valid Licenses Held by Professional Intermediaries of the Securities Market in 2016
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Source: Moscow Exchange Group, estimates of NAUFOR

At the end of 2016, the number of cancelled licenses of Moscow companies increased by 48.3% as compared to the previous year. It should be noted that in 2016, for Moscow companies, there were 34 cancelled licenses per each issued one. For regional companies, the number of cancelled licenses decreased by 15.3% only as compared to the previous year: there were 23 cancelled licenses per each issued one. Over 2016, 667 licenses of professional intermediate participant of the securities market were cancelled, while 22 licenses were issued.

2.3.3.
Management Companies
The number of management companies also keeps decreasing (see Fig. 78). Following the results of 2016, 338 legal entities held the license of the management company (by 10.1% less than in the previous year). 296 companies (87.6%) out of them manage the assets of the UIFs.

If we take 2008, when the number of the management companies within the range under analysis reached its maximum, as a reference, the decrease would amount to 38.8%.
The domestic market of collective investments is characterized by high concentration of investment resources for management companies.
Figure 79 provides the data on distribution of assets among management companies (as related to open-end and interval UIFs).

In the period from 2013 till 2016, the share of the ten major management companies (as related to open-end and interval UIFs) in the total volume of the market appeared to enter the saturation stage and its increase was insignificant. In 2016, this indicator amounted to 87.2%, which exceeds the result of the previous year by 0.9 pp.

Figure 76

Issue and Cancellation of Licenses of Professional Participants of the Securities Market in Moscow, licenses

	[image: image76.emf]
Аннулирование
	Cancelled

	Выдача
	Issued


Source: Moscow Exchange Group, estimates of NAUFOR

Figure 77

Issue and Cancellation of Licenses of Professional Participants of the Securities Market in Regions, licenses
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Source: Moscow Exchange Group, estimates of NAUFOR

Figure 78
Number of Management Companies
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Source: Bank of Russia, National League of Management Companies, estimates of NAUFOR

Figure 79

Share of the Ten Major Management Companies, %
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Source: investfunds.ru, estimates of NAUFOR

Figure 80

Grouping of Management Companies of Open-End UIFs (Q4-16)
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Calculated on the basis of data provided by the Bank of Russia.

According to the Bank of Russia, the management companies of open-end and closed-end (for non-qualified investors) UIFs were grouped
 in accordance of their system significance broken down by the total net asset value and the number of holders of investment units (see Figures 80 and 81
). Several variants with regard to the number of groups (from two to five) were considered. As a result, a reasonable variant, three groups, was chosen.
As for the management companies of open-end UIFs, a clear tendency for positioning of three different-sized groups was identified. The groups are located in a linear trend in “net asset value – number of holders of the UIF” plane.
The first group included only two (2.9% of the management companies under analysis) companies
:

1. Sberbank Asset Management, JSC;
2. Raiffeisen Capital, LLC.

The center of concentration of these companies:

• according to the net asset value of open-end UIFs – 26.6 billion Rubles;

• according to the number of holders of investment units – 68.6 thousand holders.

These two companies form the market of open-end UIFs to a definite extent.
The second group included five companies (7.8% of the management companies under analysis):

1. Alfa-Capital Management Company, LLC;

2. Gazprombank – Asset Management, CJSC;

3. URALSIB Management Company, JSC;
4. Sistema Capital Management Company, LLC;
5. VTB Capital Asset Management, JSC.

The center of concentration of these companies:

• according to the net asset value of open-end UIFs – 10.5 billion Rubles;

• according to the number of holders of investment units – 29.6 thousand holders.

The management companies of the second group have significant effect on the market of open-end UIFs.

The management companies of the first and the second groups may be collectively referred to the strategic companies on the market of open-end UIFs: they account for 80.6% of the total net asset value and 75.9% of the number of holders of investment units.

The companies of the third group (89.9% of the management companies under analysis) are concentrated around the center:

• according to the net asset value of open-end UIFs – 0.4 billion Rubles;

• according to the number of holders of investment units – 1.5 thousand holders.
They do not have any definite effect on the market of open-end UIFs.

The management companies of the closed-end UIFs were grouped in another way: two relatively small alternative groups (the first and the second ones), and one (third) large group were formed.

The first group (12.2% of the management companies under analysis) may be referred to the management companies with closed-end UIFs which are oriented at a wide range of investors and are not characterized by large volumes of assets:

1. AHML Management Company, LLC;
2. MDM Management Company, LLC;
3. Management-Tsentr Management Company, CJSC;
4. Finam Management Management Company, LLC;
5. Sberbank Asset Management, JSC;
6. BIN FINAM Group Management Company, LLC;
7. PRAGMA Capital Management Company, LLC;
8. PROMSVYAZ Management Company, LLC;
9. Delovoy Dom Kalita Management Company, LLC;
10. REGION Portfolio Investments, LLC;
11. TRINFICO Property Management, LLC;
12. Everest Asset Management Management Company, LLC;
13. Asset Management Solutions, LLC;
14. TRANSFINGROUP Management Company, LLC;

15. Sever Asset Management Management Company, LLC;

16. CAPITAL ASSET MANAGEMENT, LLC.

Figure 81
Grouping of Management Companies of Closed-End UIFs (Non-Qualified Investors, Q4-16)
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Calculated on the basis of data provided by the Bank of Russia.

The center of concentration of these companies:

• according to the net asset value of closed-end UIFs – 10.4 billion Rubles;

• according to the number of holders of investment units – 385 holders.

One unit holder in this group accounts for 26.9 million Rubles of the net asset value.

The second group (4.6% of the management companies under analysis) may be referred to the management companies with closed-end UIFs oriented at a narrow range of investors and characterized by large volumes of assets:

1. AK BARS CAPITAL Management Company, LLC;
2. AGANA Management Company, LLC;
3. RVM Capital Management Company, CJSC;
4. TFB Capital Management Company, CJSC;
5. Capital-Trust-Invest Management Company, CJSC;
6. Mikhaylovsky Management Company, LLC.
The center of concentration of these companies:

• according to the net asset value of closed-end UIFs – 33.1 billion Rubles;

• according to the number of holders of investment units – 36 holders.

One unit holder in this group accounts for 933.1 million Rubles of the net asset value.

The first and the second groups collectively account for 75.4% of the net asset value and 79.1% of the number of holders of investment units.

The third group (83.2% of the management companies under analysis) is not characterized either by large volume of assets or by great number of the holders of investment units.

The center of concentration of these companies:

• according to the net asset value of closed-end UIFs – 1.1 billion Rubles;

• according to the number of holders of investment units – 16 holders.

One unit holder in this group accounts for 70.3 million Rubles of the net asset value.

Therefore, the companies of the first and the second groups may be referred to the strategic management companies of closed-end UIFs (as related to the funds for non-qualified investors) with a certain degree of definiteness.
2.3.4.
Trading and Settlement Infrastructure

The trading and settlement infrastructure of the Russian securities market comprises:

•
stock exchanges;

•
clearing organizations;

•
settlement depositaries.

The infrastructure also includes lending institutions acting as settlement organizations.

According to the Bank of Russia, in 2016, eight companies had licenses of the stock exchange and five companies held licenses of the clearing organization (including three acting as the central counterparty). One organization has a status of the central depositary.
This structure of the trading and settlement infrastructure has been preserved for a rather long period. As a result of the integration processes, since the end of 2011, in practice, there is one large infrastructure center on the Russian financial market – Moscow Exchange Group.

Moscow Exchange Group

Moscow Exchange Group constitutes a vertically-integrated trading and settlement infrastructure with the parent organization MICEX-RTS Moscow Exchange, PJSC (abbreviated as Moscow Exchange, PJSC). According to the data for the fourth quarter of 2016, four legal entities are mentioned as the major shareholders holding more than 5% of the authorized capital:

· Bank of Russia ‑ 11.768% of votes;

· Sberbank of Russia, PJSC – 9.992% of votes;

· Vnesheconombank – 8.395% of votes;

· European Bank for Reconstruction and Development – 6.064% of votes.

Over the year, RDIF Management of Investments-6, LLC withdrew from the number of major shareholders. Holdings of other shareholders remained unchanged.

At the general meeting of shareholders in September, its was resolved to reorganize the company by joining to it 100% of subsidiaries including MICEX SE, CJSC. The reorganization was completed in the middle of December.

In 2016, Moscow Exchange Group maintained several markets and trading modes including: stock, derivatives, and currency markets. The functions of certain organizations of the group are distributed as follows:


Moscow Exchange, PJSC, in addition to its consolidating role in the group, is a trade institutor on the stock, the derivatives and the currency markets.


National Settlement Depositary Non-Banking Credit Organization, JSC is a settlement depositary; it performs monetary settlements on the stock and the derivatives markets. It has a status of the central depositary. The NSD accounts include records of the guarantee and the insurance funds. In addition, it renders settlement services for all types of equity securities on the OTC market.


National Clearing Center Joint-Stock Commercial Bank, JSC acts as a clearing organization and the central counterparty on the stock market as well as on the derivatives and the currency markets.

The equity funds of organizations comprising Moscow Exchange Group are shown in Table 22
.

At the end of 2016, the equity funds of the group companies directly engaged in supporting the stock, the derivatives, and the currency markets decreased by 16.7% and amounted to 107.6 billion Rubles while the book value amounted to 123.4 billion Rubles and the market capitalization, to 283.2 billion Rubles. The greatest decrease was observed with regard to the equity capital of NSD, JSC – by 21.9%. In the previous years, we observed only growth of the equity capital of Moscow Exchange Group. The market capitalization of Moscow Exchange, PJSC increased by 34.1% against the background of the growth of the MICEX index by 26.8%.
The ratio between the market capitalization and the equity capital of the group was 2.63 versus 1.64 in the previous year. The ratio between the market capitalization and the balance capital of the group amounted to 2.30 versus 1.86 in the previous year.
The most capitalized organization of the group is the parent company ‑ Moscow Exchange, PJSC ‑ accounting for 48.9% of the aggregate equity capital. It is followed by the clearing organization ‑ NCC, JSC ‑ accounting for 42.9% of the aggregate equity capital.

Moscow Exchange Group supports several markets and trading modes.


Stock market of Moscow Exchange Group is the exchange market of shares, corporate, government, sub-federal and municipal bonds, mortgage participation certificates, investment units (including exchange funds – ETF), and depositary receipts where trading is conducted with the participation of the central counterparty.

In this sector, two modes may be distinguished:


Mode of shares and units. It provides for settlements based on trade with the central counterparty, partial security and deferred execution. Settlements are performed on the second day after the transaction date (T+2);


Bonds market. It provides for settlements based on trade with the central counterparty, secured fully or partially. In case of the government bonds, settlements and delivery are performed on the next day after the transaction date (T+1). In case of the corporate, the sub-federal, and the municipal bonds, trades with full security are conducted, and settlements and delivery are performed on the transaction date (T0).

The derivatives market of Moscow Exchange Group is based on the anonymous order auction. Quotations and settlements are made in Rubles.

The currency market of Moscow Exchange Group operates as the double counter auction.
By the end of 2016, the following structure of securities traded on the stock securities market
 has been formed on the Moscow Exchange (see Table 23).

In 2016, the listing structure by types of securities has not undergone any fundamental changes as compared to the previous year. General decrease in the number of shares and investment units is observed. The number of corporate bonds in the first tier of the listing also decreases. On the contrary, their increase in the third tier of the listing came under notice.

Table 22
Capitals of Organizations Comprising Moscow Exchange Group

	Period
	Moscow Exchange, PJSC
	MICEX SE, CJSC
	NSD, JSC
	NCC, JSC
	TOTAL EC

	
	Balance capital
	EC
	Market capitalization
	EC
	EC
	EC
	

	2012
	45,075
	24,105
	‑
	1,012
	6,003
	13,168
	44,288

	2013
	81,794
	37,535
	154,031
	1,222
	7,308
	28,755
	74,821

	2014
	91,847
	65,163
	138,449
	1,771
	9,411
	39,525
	115,870

	2015
	113,610
	61,760
	211,207
	1,789
	11,274
	54,310
	129,133

	2016
	123,384
	52,587
	283,189
	‑
	8,805
	46,214
	107,606


Source: Moscow Exchange Group

Table 23
Structure of Securities Listing in Moscow Exchange Group

	Listing tier
	Type of security

	
	Shares
	Corporate bonds
	Sub-federal and municipal bonds
	Investment units

	I
	77
	250
	100
	24

	II
	36
	227
	4
	24

	III
	184
	701
	13
	160


Source: Moscow Exchange Group
The ratios of the volumes of transactions broken down by listing tiers has remained almost unchanged. According to the estimates made on the data of the Moscow Exchange, in 2016, about 61% of the volume of all transactions in all trading modes were settled in securities included into the first tier of the listing. The second tier of the listing accounted for 11%, and the remaining turnover (28%) was ensured by transactions in the third-tier securities.

On the stock market, the Innovation and Investment Market (the IIM) characterized by independent procedures for acceptance of securities for trading stands out. This market is focused on high-tech companies, and it is intended for their funding using exchange mechanisms including through private placements among funds and qualified investors.

By the end of 2016, 11 share issuers were present on this market. At the same time, units of five unit funds, securities of two foreign issuers and bonds of three companies are traded on this market. In the long term, the number of instruments present on the IIM does not have one clear tendency. However, we observe certain narrowing of the instrument base of this market.
The volumes of trades on the IIM are insignificant; however, they have tendency to growth (see Fig. 82
).

Following the results of 2016, the volume of trades on the IIM in all financial instruments, except for the bonds, increased 3.4 times at once and amounted to 187 billion Rubles. The volumes of trade in bonds on the IIM have far exceeded the volumes of trade in other instruments until recently. So, in 2015, the volume of transactions in bonds amounted to 222.0 billion Rubles. However, in 2016, the volume of transactions in bonds and in other securities appeared to be comparable: the volume of transactions in bonds amounted to 132.7 billion Rubles.

Overall results of trades in securities (Russian and foreign), futures contracts (all types of underlying assets), and currency
 in Moscow Exchange Group in 2005-2016, with due account for all modes, are given in Table 24.

Following the results of 2016, the total volume of transactions in all types of securities on the stock market of Moscow Exchange Group in all trading modes amounted to 311,180 billion Rubles, which exceeds this indicator of the previous year by 57.3%. It should be noted that in 2014-2015, decrease in the turnover was observed on the stock market. The highest growth in the volume of transactions is observed in the segment of bonds – by 69.8%; the increase in the segment of shares was lower – by 22.1%. Among securities traded on the stock market, there are instruments intended for the qualified investors. We evaluate the volume of transactions in these instruments as extremely insignificant: 0.02-0.03% of the total turnover maximum.
Continuous growth in the volume of transactions has been observed on the derivatives market of Moscow Exchange Group since 2014. The volume of transactions in derivative financial instruments for all types of underlying assets amounted to 115,271 billion Rubles at the end of 2016, which exceeds the indicator of the previous year by 23.0%. Share of stock assets in the total volume of transactions on the derivatives market continuously decreases: in 2011, the volume of transactions for the future contracts the underlying assets for which were securities and stock indices amounted to almost one half of the total turnover, and in 2016, this indicator decreased to 10.7%.

The currency market is the largest among the markets of Moscow Exchange Group under consideration: in 2016, the volume of transactions on it amounted to 329,954 billion Rubles, which exceeds the indicator of the previous year by 6.2%. It shall be noted that in 2012-2015, the rate of growth was much higher – 38% per annum on average.

Figure 82

Trade Volume on the Innovation and Investment Market, billion Rubles
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Source: Moscow Exchange Group
Table 24
Results of Trade in Securities, Future Contracts and Currency in Moscow Exchange Group, billion Rubles

	Period
	Stock market
	Derivatives market
	Currency market

	
	Shares
	Bonds
	Investment units of UIFs, COPs
	TOTAL
	
	

	2005
	4,025
	2,376
	2
	6,402
	687
	

	2006
	14,860
	5,518
	5
	20,383
	2,709
	

	2007
	30,927
	12,551
	20
	43,498
	7,531
	

	2008
	33,705
	14,460
	23
	48,188
	11,158
	

	2009
	27,875
	14,394
	16
	42,285
	14,169
	95,999

	2010
	30,108
	33,891
	31
	64,030
	29,350
	79,519

	2011
	46,475
	46,030
	35
	92,540
	55,345
	87,015

	2012
	46,499
	136,095
	75
	182,670
	49,969
	116,980

	2013
	47,249
	181,010
	138
	228,401
	48,415
	156,016

	2014
	54,573
	149,268
	177
	204,018
	61,601
	228,546

	2015
	51,317
	146,368
	197
	197,882
	93,691
	310,837

	2016
	62,663
	248,484
	34
	311,180
	115,271
	329,954


Source: Moscow Exchange Group
Shares and bonds constitute the basis for the exchange turnover of securities on the stock market of Moscow Exchange Group. The share of other types of securities is not presented (see Fig. 83
).

In 2016, in the structure of the exchange turnover of securities the percentage of shares kept decreasing and the share of bonds kept growing. Thus, the percentage of shares decreased from 26.0% to 20.8%, which is a minimum value over the entire period of monitoring. The share of bonds in the total exchange turnover, on the contrary, increased from 74.0% up to 79.1%. Therefore, the debt securities increasingly prevail in the turnover of the stock market of Moscow Exchange Group. Comparing to the ten-year-old data, the percentages of the equity and the debt securities in the total turnover simply changed places with each other.
Figures 84 and 85 show diagrams characterizing the shares of auction mode, negotiated deals mode, and REPO transactions mode of trading in shares and bonds on the stock market of Moscow Exchange Group.

Reduction in the volume of auction mode and increase in the share of REPO transactions were a long-term trend for transactions in shares on the domestic organized market. Over the period of ten years, since 2006 till 2016, the share of the auction mode in the total volume of transactions has decreased from 69.6% to 12.9%, while the share of the REPO transactions mode, on the contrary, has increased from 25.6% up to 86.1%. Since 2013, transactions in the negotiated deals mode occupied the remaining niche at the level of 1%.

Figure 83

Structure of Trade on the Stock Market of Moscow Exchange Group, %
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Source: Moscow Exchange Group, estimates of NAUFOR
In transactions in corporate bonds, the share of REPO transactions has been prevailing since 2012 and it exceeds 90% of the volume of transactions.

In 2016, 459 organizations participated in trading on the stock market of Moscow Exchange Group. Tables 25
 and 26 provide lists of the traders that settled the greatest volume of transactions in shares (including depositary receipts) and bonds
.

The list of the most active traders in shares has not changed much over the year: in personal terms, Saint-Petersburg Bank, PJSC withdrew from this list, and Metropol Investment and Financial Company entered it. The leading position of Otkrytie Group was preserved, and its share in the total volume increased from 15.0% up to 18.2%. In 2016, the top ten companies ensured 63.9% of the volume of transactions in shares (for reference: in the previous year, this indicator amounted to 69.1%).
In the bonds sector, the concentration of turnovers on the top ten participants has decreased over the year from 61.8% to 59.3%. The Bank of Russia was less active in 2016, and it fell from the first to the second place – 10.9% of the total turnover (in the previous year, this indicator amounted to 23.7% of the transactions in corporate bonds).
Figure 84
Structure of Trades in Shares on the Stock Market of Moscow Exchange Group, %
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	REPO transactions mode


Source: Moscow Exchange Group, estimates of NAUFOR

Figure 85
Structure of Transactions in Bonds on the Stock Market of Moscow Exchange Group, %
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Source: Moscow Exchange Group, estimates of NAUFOR

Its first place was occupied by Otkrytie Group – 14.6% of the turnover (10.9% in the previous year). The composition and the positions of the most active traders in bonds remained almost unchanged.

High growing concentration of transactions was also typical for clearing firms on the derivatives market of Moscow Exchange Group (see Table 27).

In 2016, the top ten of 106 clearing firms trading on the derivatives market accounted for 86.5% of the trade volume for all types of derivatives contracts (in the previous year – 78.8%). The share of the most active trader (BCS Group) increased up to 27.7% of the total turnover versus 26.7% in the previous year. The composition and the positions of the most active traders in futures contracts remained almost unchanged.
In the trading system on the currency market, US Dollar, Euro and other currencies are traded, and swap transactions with different maturity dates are effected. The trading results on the currency market are specified in Table 28.

On average, over the period from 2009 till 2016, the spot transactions amount to 41.2% of the total volume of currency trading. The most popular currency pair is US Dollar/Ruble; in 2016, trading in this pair in spot transactions amounted to 89.1% of the volume, and in swap transactions, 82.1%.

In 2016, there were 480 traders on the currency market including 421 lending institutions and 59 non-credit entities.

The rating of traders according to the volume of customer transactions (as of December 2016) is provided in Table 29.

Table 25

List of Traders that Concluded the Greatest Volumes of Transactions in Shares and Depositary Receipts on the Stock Market of Moscow Exchange Group Following the Results of 2016
	Item No.
	Name of organization
	Transaction volume (purchase+sale), billion Rubles
	Share in the total volume, %

	1
	Otkrytiye Group
	24,148
	18.2

	2
	VTB Group
	12,330
	9.3

	3
	BCS Group
	9,152
	6.9

	4
	ALFA-BANK, JSC
	7,731
	5.8

	5
	Renaissance Group
	7,494
	5.6

	6
	Sberbank of Russia Group
	6,958
	5.2

	7
	Promsvyazbank, JSC
	4,797
	3.6

	8
	Metropol Investment and Financial Company
	4,603
	3.5

	9
	FINAM Group
	4,485
	3.4

	10
	Gazprom Group
	3,213
	2.4

	
	TOTAL
	84,914
	63.9


Calculated on the basis of data provided by Moscow Exchange Group.

Table 26
List of Traders that Concluded the Greatest Volume of Transactions in Bonds on the Stock Market of Moscow Exchange Group Following the Results of 2016

	Item No.
	Name of organization
	Transaction volume (purchase+sale), billion Rubles
	Share in the total volume, %

	1
	Otkrytie Group
	74,221
	14.6

	2
	Bank of Russia
	55,450
	10.9

	3
	VTB Group
	52,213
	10.3

	4
	Sberbank of Russia Group
	47,547
	9.4

	5
	UniCredit Group
	15,080
	3.0

	6
	MCB, PJSC
	13,141
	2.6

	7
	Citibank CB, JSC
	12,239
	2.4

	8
	Sovcombank, PJSC
	11,469
	2.3

	9
	Saint-Petersburg Bank, PJSC
	10,647
	2.1

	10
	UBRD CB, PJSC
	8,473
	1.7

	
	TOTAL
	300,481
	59.3


Calculated on the basis of data provided by Moscow Exchange Group.

Comparing to the previous year, the composition of the most active traders on the currency market has changed insignificantly.

The key figures of Moscow Exchange Group according to the International Financial Reporting Standards are given in Table 30.

The revenues of Moscow Exchange Group as of the end of 2016 decreased by 5.3% for the first time over the last five years (for reference: in the previous year, it increased by 51.3%) and amounted to 43.6 billion Rubles. Herewith, the fee and commission revenues increased by 11.3% against the background of growth in the volume of trading, while the interest revenues, on the contrary, decreased by 15.6% apparently as a result of decrease in the interest rates. It should be noted that in the structure of operating revenues, the percentage of the fee and commission revenues is gradually decreasing: in 2012, it amounted to 52.9% and in 2016, it dropped to 45.4%. It appears that it caused decrease in the revenues while the scope of the primary activity of Moscow Exchange Group acting as the trading and settlement infrastructure entity on the financial market significantly increased.
Net profit for 2016 decreased by 9.6% to 25.2 billion Rubles (for reference: in the previous year, it increased by 74.1%), and basic earnings per share decreased by 10.3% to 11.22 Rubles per share with the par value of 1.00 Ruble. However, the dividend policy provides for continuous growth of dividends. Following the results of 2016, it is planned to pay dividends in the amount of 7.68 Rubles per share.

Table 27
List of Traders that Concluded the Greatest Volume of Transactions in Futures Contracts on the Derivatives Market of Moscow Exchange Group Following the Results of 2016
	Item No.
	Name of organization
	Transaction volume (purchase+sale), billion Rubles
	Share in the total volume, %

	1
	BCS Group
	31,899
	27.7

	2
	Otkrytie Group
	22,955
	19.9

	3
	FINAM Group
	13,966
	12.1

	4
	IT Invest IC, JSC
	9,059
	7.9

	5
	Renaissance Group
	6,790
	5.9

	6
	ZERICH Capital Management IC, JSC
	5,026
	4.4

	7
	Sberbank of Russia Group
	2,952
	2.6

	8
	VTB Group
	2,454
	2.1

	9
	ALOR+, LLC
	2,443
	2.1

	10
	Best Efforts Bank, PJSC
	2,181
	1.9

	
	TOTAL
	99,725
	86.5


Calculated on the basis of data provided by Moscow Exchange Group.

Table 28

Results of Trade on the Currency Market, billion Rubles

	Period
	2009
	2010
	2011
	2012
	2013
	2014
	2015
	2016

	Currency market, total
	95,999
	79,519
	87,015
	116,980
	156,016
	228,546
	310,837
	329,954

	including
	
	
	
	
	
	
	
	

	Spot transactions
	37,353
	37,571
	47,092
	61,543
	57,297
	77,798
	103,335
	107,169

	US Dollar/Ruble
	34,297
	34,625
	42,742
	55,795
	49,327
	67,267
	92,383
	95,530

	Euro/Ruble
	2,807
	2,749
	3,893
	5,120
	6,446
	8,954
	9,159
	10,058

	Euro/US Dollar
	247
	197
	199
	386
	1,425
	1,311
	1,075
	1,224

	Yuan/Ruble
	0
	0
	4
	8
	20
	252
	697
	285

	Other currencies
	0
	0
	74
	191
	79
	14
	20
	72

	Swap transactions
	58,646
	41,948
	39,923
	55,436
	98,720
	150,748
	207,502
	222,785

	US Dollar/Ruble
	43,342
	33,833
	30,241
	42,355
	77,899
	121,555
	165,600
	182,804

	Euro/Ruble
	14,634
	7,309
	8,867
	12,574
	19,644
	25,758
	34,241
	33,007

	Euro/US Dollar
	671
	805
	815
	506
	1,160
	3,382
	7,496
	6,445

	Yuan/Ruble
	0
	0
	0
	0
	16
	53
	161
	491


Source: Moscow Exchange Group
In the total structure of the fee and commission revenues, based on the consolidated statements for 2016, trading on the currency market produced 21.9% of the revenues (24.3% in the previous year), on the stock market, 17.6% (18.4% in the previous year), and on the derivatives market, 10.5% (8.3% in the previous year).

The fee and commission revenues from trade in various securities on the stock market depends, to a large extent, on the general market conditions. Thus, in 2015, 45.6% of the fee and commission revenues on the stock market was received from transactions in shares (50.1% in the previous year) and 42.5% from transactions in bonds (36.1% in the previous year). The revenues from securities listing and other service fees amounted to 11.9% (13.8% in the previous year). Therefore, in 2016, as in the previous year, the share of the fee and commission revenues from transactions in shares has decreased, and from transactions in bonds, on the contrary, has increased.

Table 29
Rating of Traders on the Currency Market According to the Volume of Customer Transactions
	Position in the rating
	Dealer’s name

	1
	BCS FG

	2
	OTKRYTIE FG

	3
	Renaissance Capital IC

	4
	FINAM Group

	5
	RONIN, LLC

	6
	ALFA-BANK, JSC

	7
	IT Invest IC, JSC

	8
	Best Efforts Bank, PJSC

	9
	UNIVER Capital, LLC

	10
	VTB 24, PJSC


Source: Moscow Exchange Group
Table 30
Key Financial Figures of Moscow Exchange Group, million Rubles

	
	2012
	2013
	2014
	2015
	2016

	Operating revenues
	21,547
	24,606
	30,394
	45,990
	43,567

	including:
	
	
	
	
	

	fee and commission revenues
	11,407
	12,792
	15,586
	17,784
	19,798

	interest and other financial revenues
	10,033
	11,755
	14,279
	28,085
	23,695

	other operating revenues
	107
	59
	529
	121
	75

	Net profit
	8,200
	11,582
	15,993
	27,852
	25,183

	Earnings per share (Rubles)
	3.86
	5.23
	7.21
	12.51
	11.22

	Return on equity (%)
	no data
	7.5
	11.6
	13.2
	8.9

	Dividends per share (Rubles)
	0.31
	1.23
	2.39
	3.87
	7.68


Source: Moscow Exchange Group
3.
Legislative Framework

The regulatory legal framework in the sphere of the securities market regulation in the Russian Federation is formed by several laws (On the Securities Market, On Protection of Rights and Legal Interests of Investors on the Securities Market, On Mortgage Securities) which define the general rules applicable to the securities market as well as by-laws which establish special norms. The operation of individual institutions is regulated by special laws: On Investment Funds, On Non-State Pension Funds, On Investments for Financing of the Funded Component of Retirement Pension, On the Savings and Mortgage System of Housing Provision for Servicemen, which are also supported by significant volumes of by-laws.

The most important changes implemented in the regulatory legal framework in 2016 and related to the securities market regulation are reviewed below.

3.1.
Taxation on the Securities Market

1.
On January 1, 2016, the amendments to the Tax Code of the Russian Federation
 came into force. Pursuant to these amendments, duties of the tax agent were transferred from the management companies of unit investment funds to the brokers and the trustees in case the investment units are repaid by them on behalf of the taxpayer. The amendments also specify the procedure for calculation of the period of holding of investment units for the purpose of the tax exemption the right to which is acquired after three-year holding of securities: it is provided that the exchange transaction in investment units does not interrupt the period of holding; the specified period shall be calculated since the date of acquisition of the investment units till the date of repayment of the investment units obtained as a result of exchange(s).
Peculiarities of determination of the tax base, accounting of losses, assessment and payment of the tax on operations recorded on the individual investment account (the IIA) are defined more exactly. In particular, it is prohibited to deduct the tax with regard to the tax base determined by the tax agent on operations which are not recorded on the IIA from the monetary funds of the taxpayer placed to the IIA.

2.
Moreover, early in the year, the amendments
 to the second part of the Tax Code came into force. These amendments establish the peculiarities of taxation of operations related to clearing. The tax exempt (non-taxable) operations on which no value-added tax shall be assessed include transfer of the property to the property pool of the clearing organization and withdrawal of the property from the property pool of the clearing organization. They also establish peculiarities of the procedure for determination of the tax base upon settlement of mutual claims resulting from improper execution (non-execution) of the second part of REPO transaction if clearing certificates of participation are the subject matter of the relevant REPO agreement. Since January 1, 2016, the income in the form of clearing certificates of participation obtained from the clearing organization that issued these certificates and in the form of property obtained from the clearing organization upon redemption of the clearing certificates of participation belonging to the taxpayer as well as expenses in the form of the property transferred to the property pool of the clearing organization and in the form of clearing certificates of participation presented for redemption shall not be taken into account upon determination of the tax base for the corporate profit tax.
3.
On July 3, 2016, the amendments
 were introduced into the Tax Code of the Russian Federation. These amendments relate to taxation of the corporate profit in the form of the yield. The list of securities to the interest yield on which the reduced tax rate of 15 percent shall be applied shall be extended since January 1, 2017 due to inclusion into it of the bonds of Russian legal entities traded on the organized securities market, denominated in Rubles and issued since January 1, 2017 through December 21, 2021. Previously, this list included only the government and the municipal securities and bonds secured by a mortgage.
In addition, in order to bring the norms of the Tax Code of the Russian Federation in line with Federal Law No. 39-FZ On the Securities Market dated April 22, 1996, the term “term transaction financial instruments” was replaced with “derivative financial instruments” throughout the text of the Code.

3.2.
Activity of Professional Participants of the Securities Market
1.
On January 11, 2016, the Federal Law on Self-Regulatory Organizations in the field of the financial market
 came into force. The law provides for mandatory membership of financial organizations in self-regulatory organizations (the SRO). The financial organizations shall join one of the self-regulatory organizations within 180 days after the first of them obtained the status of the SRO under the new law
. The Bank of Russia shall be entitled to revoke the license for performance of the relevant activity or to file a petition for dissolution of the financial organization to the court if the financial organization failed to join any of the SROs.
The financial organization may act as a member of only one SRO of certain type, except for cases of associate membership. Associate members do not have the right to vote at the general meetings of members of the SRO.

According to the law, the self-regulatory organizations shall impose requirements for their members in the form of standards: basic and internal. The basic standards will be developed by special bodies, the Committees for Standards of the Bank of Russia, and they will be binding on all financial organizations performing relevant activity, irrespective of their membership in one or another SRO. The law specifies the following types of basic standards:

1) risk management;

2) corporate governance;

3) internal control;

4) protection of rights and interests of individuals and legal entities acting as the recipients of the financial services rendered by the members of the SRO;

5) settlement of transactions on the financial market.

The internal standards are developed by each SRO itself, and they will be binding only on members of the relevant SRO.
The law provides for the SRO’s right to perform scheduled audits of its members at least once in five years, but no more than one audit per annum. Moreover, provision is made for unscheduled audits to be performed on the grounds of complaints or under instructions of the Financial Supervision Commission of the Bank of Russia, and in other cases specified in the internal documents of the SRO.

On May 30, 2016, the Bank of Russia approved the Instruction
 establishing the requirements to the basic standards of the self-regulatory organizations in the field of the financial market uniting brokers, dealers, trustees, depositaries, and registrars. Pursuant to it, the basic standard for settlement of transactions on the financial market with regard to the brokers shall contain the terms and conditions of fulfillment of the clients’ orders, and the terms and conditions of use of the monetary assets and securities of the clients to the benefit of the broker. The basic standard for the trustees shall contain the terms and conditions for determination of the client’s investment profile, the conditions of identification of the client’s risk, and the terms and conditions of exercising the rights under the securities in trust. In case of depositaries, it is assumed that the procedures for the following operations should be standardized:

•
opening and closing of DEPO and other accounts not intended for accounting of rights to the securities (including introduction of amendments to the information on the depositors and other persons);

•
securities crediting and writing off;

•
recording of encumbrance on the securities and (or) restrictions on disposal of the securities;

•
recording of termination of encumbrance on the securities and (or) lifting of restrictions on disposal of the securities

•
suspension and resumption of transactions on the DEPO account;

•
information operations;

•
registration of transfer of the rights to securities in the manner of inheritance;

•
making entries upon reorganization or winding up of the depositor.
It is expected that the specified basic standards will be approved by the end of 2017.

2.
Early in 2016, amendments
 introduced into the Federal Law On the Securities Market as related to settlement of transactions on the individual investment accounts came into force. Possibility of acquisition of securities of foreign issuers using the assets recorded on the individual investment account was limited (it is acceptable only at the organized auctions of the Russian trade institutor). Moreover, possible placement on the deposits in the lending institutions of the monetary funds in trust under the agreement for trust management of securities which provides for opening and maintaining the individual investment account was also limited (15 percent of the sum of monetary funds transferred under the agreement maximum).
3.
On February 9, 2016, the amendments
 to the Federal Law On the Securities Market came into force. According to them, the depositaries and the registrars are obliged to submit information on securities belonging to candidates for deputy or other elective offices as well as their spouses and minor children to the Central Election Commission of the Russian Federation, election commissions of the constituent entities of the Russian Federation, upon their request.

The procedure for receipt of requests and submission of responses is established by Instruction No. 4012-U
 of the Bank of Russia dated May 5, 2016. The depositaries and the registrars shall ensure receipt of requests and submission of responses thereto through use of the personal account on the official website of the Bank of Russia in the Internet information and telecommunications network.

4.
On June 28, 2016, the amendments
 to the Federal Law On the Securities Market relating to regulation of the repository activity came into force. Previously, this activity was regulated by the by-laws. Pursuant to the introduced amendments, the repository activity shall mean the activity performed on the grounds of the license of the Bank of Russia and relating to provision of services for collection, recording, processing and storage of information on concluded on the non-organized markets REPO contracts, contracts being derivative financial instruments, and contracts of other types provided for by the regulations of the Bank of Russia, as well as to maintenance of the register of the said contracts.
It is established that the repository activity may be performed by the stock exchange, the clearing organization, the central depositary, and the settlement depositary without the status of the central depositary. The said entities shall establish a separate department to perform the repository activity. The procedures for maintenance by the repository of the register of contracts, licensing of the repository activity, and revocation of the license for performance of this activity are specified.
It is established that within three months since the date of issue by the Bank of Russia of the license for performance of repository activity, the repository shall form a committee of users of repository services. This committee shall approve the drafts of internal documents of the repository: the rules for performance of repository activity, the rules for management of risks related to performance of repository activity, and the rules for information disclosure by the repository as well as the rates for the services rendered by the repository, and amendments thereto.
The range of contracts, information on which shall be submitted to the repository, was expanded. While previous regulations provided for submission on information only on OTC contracts concluded subject to the terms and conditions of the general agreement, now the law imposes an obligation to inform about all OTC REPO contracts, derivative financial instruments and contracts of other types provided for by the regulations of the Bank of Russia.

The detailed information on the procedure for submission of information to the repository is specified in the regulation
 of the Bank of Russia.
5.
The amendments
 to Regulation No. 481-P of the Bank of Russia On License Requirements and Conditions for Performance of Professional Activity on the Securities Market dated July 27, 2015 came into force on August 15, 2016.

While previously, all professional participants, except for the client’s broker, should have had a full-time specialist in internal accounting, now it is acceptable to delegate internal accounting of the professional participant of the securities market to another legal entity under an agreement.

The requirements to the list of measures of the professional participant of the securities market aimed at prevention of the conflict of interests are also specified more clearly. The said list shall provide for the measures aimed at identification and control of conflicts of interests, and at prevention of its consequences in the activity of the professional participant of the securities market including activity of its management bodies and employees, the conflict of interests of the professional participant of the securities market and its client(s), the conflict of interests of different clients of one professional participant of the securities market, the conflict of interests upon combination of the types of professional activity on the securities market and transactions in financial instruments.
6.
On February 23, 2016, the Instruction
 of the Bank of Russia On the Structure, Scope, Procedure and Terms for Information Disclosure by the Professional Participants of the Securities Market came into force.

The Instruction specifies lists of mandatory information to be disclosed by the professional participants of the securities market on their official websites in the Internet, and information recommended to be disclosed. The information that must be disclosed includes without limitation information on the membership in the SRO as well as on the standards of the SRO followed by the professional participant of the securities market, the annual and the interim financial statements, sample agreements offered to the clients upon provision them with the services, and information on failures of the automated systems.
The requirements to the structure of official website of the professional participants of the securities market and the procedure for information disclosure on them are specified. In particular, it is specified that access to the information to be disclosed may not be subject to registration of the users or provision them with personal information. The information shall not be ciphered or protected against access using means which make it impossible to review this information.

The professional participants of the securities market shall fulfill the requirements of the Instruction within three months following its effective date.

7.
The Instruction
 of the Bank of Russia establishing the procedure for interaction of the Bank of Russia with the non-credit financial organizations through use of information resources posted on the official website of the Bank of Russia in the Internet information and telecommunications network came into force on March 27, 2016.
Pursuant to the Instruction, the non-credit financial organizations, the self-regulatory organizations in the field of the financial markets shall submit statements, documents and other information to the Bank of Russia, and receive, among other documents, requests, demands and orders from the Bank of Russia in the form of electronic documents signed using the improved qualified electronic signature through the following information resources:
1) individual section on the website of the Bank of Russia, access to which is ensured through the protected connection (personal account);
2) network interface, a link to which is posted on the website of the Bank of Russia and which is used by the participant of the data exchange for submission of electronic documents to the Bank of Russia without authorization in the personal account.

The access to the personal account is ensured given the participant of the data exchange is registered on the website of the Bank of Russia, identified and authenticated.

The Instruction cancels previous Order No 10-21/pz-n of the FFMS of Russia On Approval of the Procedure for Organization of Electronic Document Management upon Submission of Electronic Documents with the Electronic Digital Signature to the Federal Financial Markets Service dated March 25, 2010.

8.
The Instruction of the Bank of Russia
 amending the requirements to the minimum size of the equity capital of depositaries came into force on January 1, 2016. The Instruction establishes a new mechanism for calculation of the minimum equity capital of depositaries based on the market value of securities held on the accounts of the nominee holder opened for this depositary by other accounting organizations, and the “reliability” index of these accounting organizations.

9.
The Regulation of the Bank of Russia On the Procedure for Opening and Maintaining DEPO and Other Accounts by Depositaries
 came into force on January 5. The Regulation more exactly specifies the list of types of DEPO and other accounts opened by the depositary. The document also settles a number of practical issues detected upon use of the previously applicable procedure for opening and keeping of DEPO accounts
. Thus, it specifies the procedure to be followed by the depositary accounting securities of the depositor acting as the dissolved legal entity. Pursuant to the amendments to the Civil Code of the Russian Federation, the requirements as related to transfer of title to the uncertified securities and pledge recording are determined more clearly. The depositaries should have brought their activity into compliance with the new requirements within 9 months since the effective date of the Regulation.

10.
New rules
 for determination of the length of the business day of the depositary came into force on May 15, 2016. The definition of the business day was introduced. The business day shall mean the operating and accounting cycle during the relevant calendar day, within which all operation on the DEPO accounts are performed during the specified calendar day. It is specified that the business day shall end at or before 12.00 p.m. Moscow time on the next working day following the calendar day during which operations on DEPO accounts are settled on this business day. Moreover, the procedure for provision of the depositor with a statement of DEPO account and other documents containing information on the number of securities on the DEPO account was determined more clearly.

11.
Regulation No. 482-P
 of the Bank of Russia came into force on January 3, 2016. It considerably changes the approach to regulation of trust management of the securities. The Regulation cancels numerous restrictions on activity of the trustee (ban on transactions with affiliates, in securities of affiliated issuers, etc.), and introduces a new requirement instead – to invest funds of the clients in accordance with their investment profile. The investment profile shall be understood as a complex consisting of three elements:

1) yield from the trust management expected by the client;

2) risk which the client can bear if the client is not a qualified investor;

3) period of time for which the expected yield and the acceptable risk are determined.

The concept of the “investment profile” first appeared in the Russian law although previously it was used in the NAUFOR Standards of Professional Activity. Pursuant to the Regulation, to determine the investment profile of the client, the trustees shall conduct an interview with it. Should the client refuse to provide information for determination of its investment profile or should it disagree with the profile determined by the trustee, the trustee may not manage its securities and monetary assets. The trustees should have brought their activity into compliance with the new requirements by July 3, 2016.

12.
On July 19, 2016, the Bank of Russia approved the Regulation On the Procedure for Calculation of Equity Funds of the Professional Participants of the Securities Market and the Applicants for License
 which toughens the requirements to assets taken into account upon calculation of the equity funds. So, securities of Russian issuers belonging to the professional participants of the securities market are taken into account in calculations only given they are included in the quotation lists of the top or the first tiers of the approved stock exchanges or have certain level of the credit rating assigned by the national rating agency from the list approved by the Bank of Russia. The securities of foreign issuers should have relevant credit ratings assigned by international agencies. The monetary assets of the organization and its clients on its settlement accounts and deposits with the Russian and foreign banks will be taken into account upon calculation of the equity funds given these banks have the credit rating not lower than the specified minimum rating established by the regulator. The immovable property may be taken into account upon calculation of the equity funds only given it is used for performance of the professional activity on the securities market or for management needs. The new requirements shall gradually come into force within the time limits set by the Regulation.
3.3.
Collective Investments

1.
The Instruction
 of the Bank of Russia determining the term and the procedure for preparation and submission to the Bank of Russia of the statements of the joint-stock investment fund and the statements of the management company of the investment funds, the unit investment funds and the non-state pension funds came into force on February 22, 2016.
It is established that the statements and annual accounting (financial) statements together with the audit reports on them shall be submitted to the Bank of Russia in the form of an electronic document signed using the improved qualified electronic signature through telecommunication channels including the Internet information and telecommunications network with due account for peculiarities specified in the Instruction. Should the grounds for amendment of the statements previously submitted to the Bank of Russia arise, the amended statements shall be submitted within 10 working days following the date of arising of these grounds. Moreover, the Instruction also established new forms of statements.

2.
The Instruction
 of the Bank of Russia specifying the requirements to the assets into which it is allowed to invest the pension savings of the non-state pension fund licensed to perform to mandatory pension insurance activity came into force on June 13, 2016. It was established that the transactions for acquisition of mortgage-backed securities may be settled only using pension savings of the funds acting as the participants of the system guaranteeing rights of the insured. It also specifies the requirements to the mortgage participation certificates acquired after June 1, 2016: the mortgage backing of these certificates shall include only monetary assets or rights of claim secured by the pledge of immovable property, and the immovable property shall be evaluated only by the legal entity meeting the relevant established requirements.

The requirements to the structure of the investment portfolio of the non-state pension fund licensed to carry out mandatory pension insurance activity are also defined more clearly.

3.
The Instruction
 of the Bank of Russia establishing new requirements to the terms for acceptance of applications for acquisition, redemption and exchange of investment units of the interval unit investment fund came into force on July 18, 2016. While in the previous period, the applications for acquisition, redemption and exchange of investment units of the fund after termination (completion) of the fund formation should have been accepted within two weeks, now the term for acceptance of the application should be no less than two and no more than twenty working days. Herewith, the total period of acceptance of the said application over the year since the date of termination (completion) of the fund formation and within every calendar year following the year in which the fund formation was terminated (completed) may not be less than 16 working days.
The rules of trust management of the interval unit investment funds shall be brought in line with the new requirements by January 1, 2018, at the latest.

4.
The Instruction
 of the Bank of Russia on the requirements to the equity funds of the management companies came into force on September 1, 2016. The minimum amount of the equity funds of the management companies of the investment funds, the unit investment funds, and the non-state pension funds was reduced; earlier, it amounted to 80 million Rubles, and since September 1, 2016, it amounts to 10 million Rubles, since March 1, 2017, 15 million Rubles, and since September 1, 2017, 20 million Rubles and 0.02 percent of the amount by which the total value of funds in trust of the management company exceeds 3 billion Rubles; however, in total, it shall not exceed 80 million Rubles.

At the same time, this Instruction significantly toughened the requirements to the assets taken into account upon calculation of the equity funds of the management companies.

5.
The Regulation of the Bank of Russia
 specifying the procedure for maintenance of the register of the unit investment funds and provision of the extracts therefrom came into force on October 25, 2016.

It is specified that the register shall be kept by the Financial Market Access Department of the Bank of Russia in an electronic form providing for possible generation of documents containing information from the register in hard copy. The list of details to be entered into the register is specified more clearly. The Appendices include the recommended forms of documents and forms of notices to be sent by the management companies to the Bank of Russia.

5.
The new Instruction
 of the Bank of Russia on the composition and structure of the assets of the joint-stock investment funds and the assets of the unit investment funds came into force on December 18, 2016. The following categories were established for the unit investment funds units of which are intended only for the qualified investors: the fund of financial instruments, the real estate fund, and the combined fund. Only two categories are provided for the unit investment funds units of which are intended for any investors: the fund of market financial instruments and the real estate fund. The Instruction also specifies the range of acceptable investment objects for different categories of funds.

The management companies of the open-end unit investment funds shall bring their activity into compliance with the new requirements by December 18, 2017; of the interval funds, by December 18, 2019; and of the closed-end funds, by December 18, 2026.
3.4.
Organized Trading

1.
The amendments
 to the Federal Law On Organized Trading according to which the established requirements to the founders (members) of the trade institutor are not applicable to the Bank of Russia acquiring shares of the trade institutor under the REPO contracts came into force on January 10, 2016.

2.
The amendments
 to the Federal Law On Organized Trading allowing for direct participation in the organized trade in the goods and derivative financial instruments for the goods of the foreign legal entities acting on their own behalf and at their own expense or at the expense of the client also acting as the foreign entity came into force on July 4, 2016.

3.
Regulation of the Bank of Russia No. 534-P On Admission of the Securities to the Organized Trading dated February 24, 2016, came into force on May 15, 2016. It replaced the Order of the FFMS of Russia that regulated relevant relations earlier.
The Regulation specifies the requirements to credit ratings of the Russian issuers of securities. Now, to be included into the quotation list, the issuer (issue of the bonds) or the underwriter (guarantor) shall have the credit rating which is not lower than the rating set by the Board of Directors of the Bank of Russia pursuant to the classification of the rating agencies included into the list of rating agencies approved by it. In case of the securities of foreign states, administrative-territorial entities of these foreign states with independent legal capacity, and the central banks of the foreign states, inclusion into the quotation list is subject to the following credit rating as per the international scale: Fitch Ratings – not lower than B+, Standard and Poor’s International Services – not lower than B+, and Moody’s Investors Service – not lower than B1.

It also specifies a number of other requirements for inclusion of the securities in the quotation lists.
3.5.
Anti-Money Laundering and Combating Terrorism Financing

1.
On September 1, 2016, the amendments
 to Federal Law No. 115-FZ On Anti-Money Laundering and Combating Terrorism Financing according to which the organizations settling transactions in the monetary or other assets acquired the right to use information submitted by the client for identification and (or) information updating in the form of an electronic document signed using the improved qualified electronic signature came into force.
2.
The amendments
 to Regulation No. 444-P of the Bank of Russia On Identification by the Non-Credit Financial Organizations of the Clients, the Representatives of the Client, the Beneficiaries, and the Beneficiary Owners to Prevent Legalization (Laundering) of the Criminal Money and Combat Terrorism Financing came into force on October 15, 2016.
They specify the list of information used by the non-credit financial organization upon identification (simplified identification) of the client, the representative of the client, the beneficiary, and the beneficiary owner as well as while updating the information obtained as a result of identification (simplified identification). The conditions which, if all of them are met, make it possible not to update the information obtained as a result of identification (simplified identification) of the client, the representative of the client, the beneficiary, and the beneficiary owner are determined.
3.
The amendments
 to Regulation No. 445-P of the Bank of Russia dated December 15, 2014 setting the requirements to the internal control rules of the non-credit financial organizations aimed at prevention of legalization (laundering) of the criminal money and combating terrorism financing came into force on September 3, 2016.

The list of indicia of the unusual nature of the transaction is specified. The case when the identification data of the transactor coincide with the identification data of the individual specified in the request of the authorized agency for submission of additional information within the framework of combating terrorism financing is referred to the new indicia of unusual transactions given it is specified in this request that special attention should be paid to the transactions of this individual. Moreover, improvements are introduced into the list of factors affecting evaluation of the client’s risk.

4.
Regulatory System

4.1.
Bank of Russia

4.1.1
General Powers

The Central Bank of the Russian Federation is not included in the system of executive authorities and operates subject to the special law
. As the organization responsible for arrangement for money turnover and stability of the banking system of Russia, the Bank of Russia has a number of powers more or less influencing the securities market or its participants.
Thus, in cooperation with the Government of the Russian Federation, the Bank of Russia develops and implements the uniform state monetary policy, which has effect on many parameters of the securities market. To implement the monetary policy, it acts as the issuer of its own bonds and settles transactions in the government securities and its own bonds on the open market while being the major player on this market.
As a banking system regulator, the Bank of Russia determines peculiarities of the procedure for securities issue by lending institutions and registers issues of the respective securities. It performs banking supervision over the activities of lending institutions and banking groups including the activity performed by them as the investors on the securities market. Finally, through participation in the capital of the infrastructure entities on the securities market (for example, Moscow Exchange, PJSC), the Bank of Russia “indirectly regulates” the securities market.
4.1.2
Powers to Regulate Activities of Non-Credit Financial Organizations and Issuers

The Bank of Russia regulates, controls and supervises on the financial markets over non-credit financial organizations in order to ensure sustainable development of the financial market of the Russian Federation, effective management of risks arising on the financial markets, protection of rights and legitimate interests of the investors on the financial markets, the underwriters, the insured persons and the beneficiaries, as well as the insured persons under mandatory pension insurance, the depositors and the participants of the non-state pension fund under non-state pension fund scheme, and over other consumers of the financial services.

The Bank of Russia registers issues of equity securities, and regulates, controls and supervises over the issuers’ compliance with the requirements of the laws of the Russian Federation on joint-stock companies and securities.

With regard to the professional securities market participants, the Bank of Russia develops and approves uniform requirements to the rules of professional activity in securities, is responsible for licensing of professional activities on the securities market, ensures information disclosure, and keeps the register of professional securities market participants. The Bank of Russia performs inspections of professional participants, which may result in issuing orders, suspending or revoking the breacher’s license.

With regard to collective investment institutions, the Bank of Russia registers rules for trust management of the UIFs and the rules of non-state pension funds as well as documents of special depositaries. The Bank of Russia performs inspections of activities of all above entities and may issue orders to them.

The Bank of Russia sets forth the procedure for and the period of calculating the market value of the assets, in which the funds of pension reserves are placed, and the aggregate market value of the fund’s pension reserves, approves standard insurance rules of the fund, a standard form of the service agreement of a special depositary for the fund, a standard form of agreement on mandatory pension insurance, approves the requirements to pension schemes applicable to non-state pension schemes, procedure, form and term for preparation and submission of reports on the activities of funds, sets forth mandatory terms and conditions of the trust management agreement to be concluded by the fund with the management company.

The Bank of Russia also determines qualifying requirements for persons performing functions of the sole executive body of the fund and for inspectors (managers of the internal control service).
Upon agreement with the Ministry of Labor and Social Protection of the Russian Federation, the Bank of Russia approves a standard form of the pension agreement for early non-state pension scheme and the standard rules of early non-state pension scheme.

The Bank of Russia is entitled to prepare recommendations on the application of the laws of the Russian Federation governing the relations related to operation of the securities market. The Bank of Russia may, if necessary, bring actions and petitions before the court and the arbitration court. An important function of the Bank of Russia is its right to consider cases on administrative offenses referred to its competence as well as to apply sanctions set forth by the laws on administrative offenses.

4.2.
Ministry of Finance of the Russian Federation

According to the applicable Regulation on the Ministry of Finance
, it approves terms and conditions of issues and circulation of federal government securities, and resolutions on individual issues of the above securities as well as the reports on results of their issue. In addition, the Ministry of Finance itself acts as the issuer of federal government securities. The Ministry of Finance acts as a regulatory authority with regard to the government securities of the constituent entities of the Russian Federation and municipal securities – it is responsible for state registration of the terms and conditions of issue and circulation of these securities, and approves the standards of information disclosure for the above securities.

4.3.
Ministry of Labor and Social Protection of the Russian Federation

According to the Regulation on the Ministry of Labor and Social Protection of the Russian Federation approved by Decree No. 610 of the Government of the Russian Federation dated June 19, 2012, the Ministry of Labor of Russia performs the functions associated with the development of the state policy and legislative regulation, including those in the spheres of pension schemes, non-state pension schemes, and social insurance (excluding mandatory medical insurance).

The Ministry of Labor of Russia approves the procedure for confirming periods of work entitling to early old-age retirement pension, the rules for application for retirement pensions of federal civil servants, its award and payment, the rules for payment of retirement pensions and pensions under the state pension scheme.

4.4.
Other Government Bodies

The law enforcement system on the securities market also includes tax authorities, financial control and monitoring authorities, antimonopoly authority, judicial system, and law enforcement bodies. However, a detailed description of their functions and tasks is beyond the scope of this review.

5.
Key Events Calendar for 2016
	January

	3
	Regulation No. 482-P of the Bank of Russia that significantly changes the approach to regulation of the securities trust management came into force

	5
	Regulation of the Bank of Russia On the Procedure for Opening and Maintaining of DEPO and Other Accounts by the Depositaries came into force

	11
	The Federal Law on the self-regulatory organizations in the field of the financial market came into force

	11
	The domestic stock market demonstrated decrease by more than 4% after decline at the Asian trading floors. The MICEX index decreased by 3.06%, while the RTS index decreased by 4.83%. The Nikkei index fell by 0.39%, Hang Seng decreased by 2.33%, Kosdaq – minus 1.11%, the SET index decreased by 1.34%, and the Singapore Straits Times Index – minus 2.11%

	14
	The Chinese Shanghai Composite index decreased by 2.8%. By 9.30 a.m. Moscow time, the index started to recover and by the end of the trading session, it closed at the level exceeding the value of the previous day by 1.35%. Following the results of trading on January 14, the MICEX index was closed at the level being less than the value of the previous day by 0.24%; herewith, a significant drop was observed by the end of the trading day on January 15 – minus 4.3%

	18
	The USA and the EU lifted sanctions from the Iran

	18
	Under the control of the Ministry of Finance, it is planned to grant the powers for consolidation and control of all budget revenues of the country to the Federal Tax Service

	18
	The OPEC upgraded the forecasts of oil production in Russia

	18
	It was prohibited for the microfinance organizations to sell their own credit portfolio to the nationals subject to the condition of repurchase and guarantee of returns

	19
	The IMF downgraded the forecasts for the Russian GDP for 2016 from 0.6% decline to minus 1%

	20
	Russia held the 12th place in the innovation index of Bloomberg agency

	20
	The Asian financial markets reached a four-year minimum. The consolidated index of the Asia-Pacific region decreased by 2.6%. The Japanese Nikkei demonstrated decrease by 3.7%, and Hong Kong Hang Seng fell by 3.7%. The MICEX index insignificantly responded to the shocks of the Asian markets: it decreased by 0.92% for one day, and then recovered. The RTS index decreased by 4.8% and then recovered in a similar way

	22
	The Ministry of Justice announced its plans to limit the rights of minority shareholders holding less than 5%. They will not be allowed to request additional information from the issuers

	22
	The European Central Bank refused to reduce the interest rate

	25
	The Central Bank announced its plans to strengthen regulation of the rating agencies

	25
	Plans to establish new government banks on the basis of VEB subsidiary banks were announced. Svyaz-Bank and Globex may be joined to Rossiysky Capital Bank

	27
	Iran started preparation of projects for gas supplies to the European market

	29
	The NSD completed testing of the system developed for performance of voluntary corporate actions


	February

	1
	The President of the Russian Federation held a meeting on privatization with the heads of the major state companies

	3
	The Bank of Russia left the key rate at the level of 11%

	4
	The price of shares of Moscow Exchange, PJSC decreased by more than 7% after opening of trade. The price of the securities fell after announcement of the news about sale of the share of Chengdong Investment, the Chinese fund, (current share 5.578%) in the capital of the stock exchange. The news have no effect on the dynamics of the MICEX index. Following the results of trade, the indicator grew by 2.4% as compared to the value of the previous day

	4
	The Moscow Exchange started to publish new indices for mid-cap and small-cap shares

	11
	The world financial indices fell after the speech of the US FRS who questioned the sustainability of growth of the US economy. The world trading floors responded by a sharp decrease. Stoxx Europe fell by 3.31%, Hang Seng lost 3.9%, Nikkei closed at the level by 6.6% lower than the result of the previous day. The dynamics of the domestic market appeared to be less sensitive to the statements of the head of the US FRS. The MICEX index decreased by 1.1%, and the RTS index, by 3.6%

	18
	Standard&Poor’s international rating agency confirmed the credit rating of Russia at the level of BB+ with a negative forecast

	25
	The stock indices of China decreased by more than 6%. Shanghai Composite fell by 6.8%, and SZSE Component decreased by 7.74%.
Despite the negative dynamics of the Chinese financial market, the domestic market demonstrated positive dynamics. The MICEX index closed in the green zone at 0.37%

	March

	3
	The USA prolonged the sanctions against Russia for a year

	9
	The EU prolonged the sanctions against 146 nationals and 37 Russian companies for six months

	10
	The Bank of Russia decided to add NAUFOR, PARTAD, NFA, NAPF, and National League of Management Companies to the register of the SRO

	15
	Commencement of relocation of the Russian military group in Syria to the Russian airfields was announced

	17
	Ruble strengthened against the background of the restrained language of the US FRS

	17
	The Bank of Russia established the fact of manipulation on the market of units of Rodnye Prostory Closed-End Unit Investment Real Estate Fund and the bonds of Rotor, LLC, Zhilstroy, LLC and STP, LLC

	18
	The Bank of Russia revoked the license of Strategiya NPF

	18
	The Bank of Russia left the key rate at the level of 11%

	April

	25
	The Moscow Exchange suspended trades on the derivatives market

	29
	The Bank of Russia left the key rate at the level of 11%

	May

	16
	The Bank of Russia approved the list of rating agencies and the levels of credit ratings for the purpose of inclusion of securities into the quotation list of the first tier

	23
	Russia announced placement of Eurobonds for the total amount of 3 billion US Dollars. Yield guideline 4.65-4.9%

	25
	The transaction relating to the first issue of the Russian Eurobonds was closed with the demand at 1.75 billion US dollars. Non-residents accounted for the majority of the buyers

	30
	The Board of Directors of the Bank of Russia approved the final revision of the Main Directions for Development of the Financial Market of the Russian Federation for the Period from 2016 till 2018

	June

	2
	The European Central Bank left the base rate at the zero level

	2
	The Bank of Russia established the fact of manipulation on the market of units of Aveks-nedvizhimost Closed-End Unit Investment Real Estate Fund managed by INTERKOMMERTS Asset Management, CJSC in the period from October 29, 2014 till April 1, 2015

	7
	New rules of listing on the Moscow Exchange came into force

	10
	The Bank of Russia reduced the key rate by 0.5 pp to 10.5%

	16
	The US FRS left the key rate at the current level of 0.25-0.5%

	24
	At the referendum on withdrawal of the United Kingdom from the EU, about 52% of nationals supported Brexit. The world stock exchanges responded by a sharp decrease. This time the MICEX index decreased by 1.8%, and on June 27, 2016, it decreased by another 2.3%. In a similar way, the RTS index dropped by 3.0% and 2.6%

	28
	The Moscow Exchange starts to calculate the following indicator – stress collateral

	29
	Russia prolonged the counter-sanctions till December 31, 2017

	30
	The Bank of Russia offers to tighten the requirements to the qualified investors

	July

	1
	The European Council prolonged the sanctions of the European Union against Russia for six months

	4
	The Bank of Russia established the fact of manipulation in shares of SEMZ, JSC

	5
	Standard&Poor’s rating agency announced downgrading of the UK sovereign credit rating in foreign and national currencies from AAA to AA

	5
	Fitch Rating rating agency announced downgrading of the UK sovereign credit rating in foreign and national currencies from AAA to AA+

	8
	The Bank of Russia established the fact of manipulation in shares of Chelyabinskenergosbyt, PJSC

	11
	The first privatization transaction of the year was closed. 10.9% holding of ALROSA Diamond Mining Company was sold for 52.2 billion Rubles

	21
	The Supervisory Board of Moscow Exchange, PJSC placed on the agenda of the extraordinary general meeting of shareholders an issue concerning reorganization through takeover of 100% of subsidiaries including MICEX SE, CJSC

	22
	Fitch Rating rating agency confirmed the sovereign credit rating of Russia in the national currency at the level of BBB –

	29
	The Board of Directors of the Bank of Russia decided to leave the key rate at the current level – 10.5%

	29
	The Bank of Russia established the fact of manipulation on the market of six securities by a group of related parties

	August

	3
	The Vice Chairman of the Government of the Russian Federation publicly announced the preliminary value of the privatized holding of Bashneft Joint-Stock Oil Company, PJSC by one billion US Dollars below the market value. It resulted in the short-term collapse of the company’s quotations

	5
	The preliminary market value of the privatized holding of Bashneft Joint-Stock Oil Company, PJSC – by 19% above the weighted average price over three months. It resulted in the short-term growth of the company’s quotations

	17
	It was announced that the Government of the Russian Federation decided to reschedule privatization of Bashneft Joint-Stock Oil Company, PJSC for an indefinite period. It resulted in decrease of the company’s quotations

	25
	The Bank of Russia established the fact of manipulation on the markets of 37 securities by a group of related parties

	September

	1
	Regulation No. 548-P of the Bank of Russia changing the approach to calculation of the equity funds of the professional participants of the securities market came into force

	1
	Instruction No. 4075-U of the Bank of Russia changing the procedure for calculation of the equity funds of the management companies came into force

	2
	At the general meeting, the shareholders of Moscow Exchange, PJSC adopted a resolution on reorganization through takeover of 100% of subsidiaries including MICEX SE, CJSC

	13
	New revision of the listing rules of Moscow Exchange, PJSC came into force

	15
	The European Council prolonged the sanctions of the European Union against the nationals of Russia and proclaimed republics in eastern Ukraine

	16
	The Board of Directors of the Bank of Russia decided to reduce the key rate to 10.0%

	16
	Standard&Poor’s rating agency confirmed the sovereign credit rating of the Russian Federation at the level of BB+, having upgraded its forecast from negative to steady

	18
	Elections to the State Duma of the Russian Federation took place

	19
	The new revision of the listing rules of the Moscow Exchange came into force

	30
	The Bank of Russia established the fact of manipulation in stock bonds of URALSIB Leasing Company, LLC

	October

	12
	It was announced that the privatized holding of Bashneft Joint-Stock Oil Company, PJSC was sold to Rosneft Oil Company, PJSC

	12
	The Bank of Russia established the fact of manipulation in shares of Tuchkovsky KSM, PJSC

	14
	Fitch Rating rating agency upgraded the forecast of the credit rating of the Russian Federation from the “negative” to the “steady” and left it at the level BBB –

	17
	The Chinese market decline

	20
	The Bank of Russia established the fact of manipulation in shares of Zhivoy Ofis, OJSC

	26
	The Deputy Minister of Finance of the Russian Federation informed about preparation of the draft law authorizing the Bank of Russia to listen to telephone conversations pursuant to the court decision to control insider trading

	28
	The Board of Directors of the Bank of Russia decided to leave the key rate at the current level – 10.0%

	28
	IPO of BUDUSHCHEE Financial Group, PJSC was completed on the Moscow Exchange; 11.7 billion Rubles were raised

	November

	8
	Faulty operation of the website of Moscow Exchange, PJSC was noted

	9
	The US Presidential elections. The news about leading position of D. Trump caused collapse of the world stock indices. On the contrary, the MICEX index grew by 2.2%, and the RTS index increased by 1.8%

	10
	Moscow Exchange, PJSC, the Russian Union of Industrialists and Entrepreneurs, and NAUFOR signed an agreement on cooperation for settlement of disputes between the participants of the financial market

	11
	Trading on the currency and the commodity markets of Moscow Exchange, PJSC was suspended

	15
	The Minister of Economic Development of the Russian Federation was arrested. The investigation suspects that he demanded a bribe and threatened the representative of Rosneft Oil Company, PJSC

	16
	The Bank of Russia established the fact of manipulation in shares of National Development Company, PJSC

	18
	It was announced that investigatory actions were performed in one of the departments of the Bank of Russia

	28
	IPO of Russneft Oil Company, PJSC was completed on the Moscow Exchange; 32.4 billion Rubles were raised

	December

	7
	Rosneft Oil Company, PJSC placed stock bonds for the amount of 600 billion Rubles

	7
	It was announced that the Board of Directors of the National League of Management Companies resolved to accept the offer of NAUFOR for joinder

	8
	It was announced that privatization of 19.5% holding of Rosneft Oil Company, PJSC was completed. The amount of transaction – 721.3 billion Rubles. The MICEX index increased by 2.1%, and the RTS index grew by 2.9%

	13
	Moscow Exchange, PJSC announced creation of a new stock sector for public circulation of securities of small and medium enterprises

	19
	Reorganization of Moscow Exchange, PJSC through takeover of 100% of subsidiaries including MICEX SE, CJSC was completed

	15
	The US FRS raised the key rate by 25 bp up to 0.5-0.75 pp

	16
	The Board of Directors of the Bank of Russia decided to leave the key rate at the current level – 10.0%

	18
	Instruction No. 4129-U of the Bank of Russia establishing new requirements to the composition and structure of the assets of the joint-stock investment funds and the assets of the unit investment funds came into force

	20
	The Bank of Russia established the fact of manipulation on the markets of a number of marketable securities

	23
	Fitch Rating rating agency resolved to withdraw all Russian national scale ratings

	29
	It was announced that an agreement on cease fire was reached by the parties of the conflict in Syria
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For notes

For notes
For notes
� The turnover ratio is calculated as a ratio between the transactions volume (without account of REPO transactions) for the period and the simple mean capitalization at the end of the current and the prior periods.


� Turnover ratio is calculated as a ratio between the volume of transactions (without account of REPO transactions and new issues placements) for the period and the simple mean of the bonds issues at par value for the current and the past periods.


� Hereinafter till 2011 consolidated data on RTS Group and Moscow Exchange Group are given.


� Open positions are shown as of the end of the period.


� The yield was calculated within the interval from the last trading day of the previous year to the last trading day of the evaluated period on 365-day basis.


� The SCI index includes companies with regard to which the position of the Russian Federation acting as the shareholder is determined by the Government of the Russian Federation. The RCI index includes companies entered in the register of natural monopolies.


� Volatility is calculated as a standard deviation of daily relative changes in the stock index on the annual interval.


� Effective yield to maturity of RGBEY government bonds adjusted to one-day basis, average as of the year-end, was used as a no-risk rate upon calculation of the Sharpe ratio.


� The index is specified according to the relative scale.


� The index is specified according to the relative scale.


� This Table shows both Russian and foreign issuers whose securities are traded on the stock market of Moscow Exchange Group.


� Annual average value is used hereinafter as a simple mean of monthly indices.


� Taking into account completely formed funds, funds at the stage of formation, funds at the stage of termination, and funds formation of which has not been commenced. The share of the funds for qualified investors has been determined by reverse calculation on the basis of statistical data disclosed by the Bank of Russia for non-qualified investors.


� There are funds at the stage of termination in which there are no holders. They are excluded from the calculations mentioned hereinafter.


� There are funds at the stage of termination which have zero or negative net asset value. They are excluded from the calculations mentioned hereinafter.


� The securities acquired both on the domestic and the foreign markets are taken into account.


� The Table shows companies holding licenses for performance of broker, dealer, depositary, and securities management activities.


� State Corporation Bank for Development and Foreign Economic Affairs (Vnesheconombank) also holds licenses of the professional securities market participant; it is taken into account in the Table.


� K-mean clustering method was used.


� Size of groups in these diagrams is given in relative terms.


� Hereinafter the management companies are specified in the order in which their net asset value decreases.


� The data are specified in accordance with the consolidated financial statements of Moscow Exchange, PJSC.


� The shares include shares of Russian and foreign issuers, and depositary receipts. The corporate bonds include bonds of Russian and foreign issuers. The investment units include units of Russian and foreign funds as well as the mortgage participation certificates. Instruments traded on the Innovation and Investment Market are not included.


� All securities, except for bonds, are taken into account.


� Auction mode, negotiated deals mode, REPO transactions and initial offerings are taken into account.


� Auction mode, negotiated deals mode, REPO transactions and initial offerings are taken into account.


� Hereinafter the traders are combined into assumed groups of companies.


� Hereinafter in this section, all trading modes and REPO transactions in shares and bonds are taken into account.


� Federal Law No. 327 On Amending Part Two of the Tax Code of the Russian Federation dated November 28, 2015.


� Federal Law No. 326-FZ On Amending Part Two of the Tax Code of the Russian Federation dated November 28, 2015.


� Federal Law No. 242-FZ On Amending Article 105.15 of Part One and Part Two of the Tax Code of the Russian Federation and Declaring Certain Provisions of the Legal Acts of the Russian Federation Null and Void dated July 3, 2016.


� Federal Law No. 223-FZ On Self-Regulatory Organizations in the Field of the Financial Market dated July 13, 2015.


� The self-regulatory organizations of brokers, dealers, trustees, depositaries, and management companies obtained relevant status on March 10, 2016.


� Instruction of the Bank of Russia No. 4026-U On the List of Basic Standards That Must be Developed by the Self-Regulatory Organizations in the Field of the Financial Market Uniting Brokers, Dealers, Trustees, Depositaries, and Registrars and the Requirements to Their Content, and On the List of Transactions (Content of the Types of Activity) on the Financial Market to be Standardized Depending on the Type of Activity of the Financial Organizations dated May 30, 2016.


� Federal Law No. 210-FZ On Amending Certain Legal Acts of the Russian Federation and Declaring Certain Provisions of the Legal Acts of the Russian Federation Null and Void dated June 29, 2015.


� Federal Law No. 231-FZ On Amending Certain Legal Acts of the Russian Federation dated July 13, 2015.


� Instruction No. 4012-U of the Bank of Russia On the Procedure for Receipt by the Lending Institutions, the Registrars, and the Depositaries of the Inquiries from the Central Election Commission of the Russian Federation, Election Commissions of the Constituent Entities of the Russian Federation Relating to Submission of Information on the Accounts, Deposits, and Securities of the Candidates for Deputy or Other Elective Offices, Their Spouses and Minor Children, and the Procedure and Terms for Submission by the Lending Institutions, the Registrars, and the Depositaries of Responses to the Relevant Inquiries dated May 5, 2016 came into force on July 10, 2016.


� Federal Law No. 430-FZ On Amending the Federal Law On the Securities Market and Certain Legal Acts of the Russian Federation dated December 30, 2015.


� Instruction No. 4104-U of the Bank of Russia On the Types of Contracts Concluded at the OCT Auctions, Information on Which is Provided to the Repository, Persons Submitting Information on These Contracts to the Repositories, the Procedure, Structure, Form and Terms for Submission of the Information by Them to the Repository, Additional Requirements to the Procedure for Maintenance by the Repository of the Register of Contracts, the Procedure and Terms for Submission of Information by the Repository, and the Procedure, Structure, Form and Terms for Submission by the Repository to the Bank of Russia of the Register of Contracts dated August 16, 2016.


� Instruction No. 4061-U of the Bank of Russia On Amending Regulation No. 481-P of the Bank of Russia dated July 27, 2015 On License Requirements and Conditions for Performance of Professional Activity on the Securities Market, Restrictions on Combination of Certain Types of Professional Activity on the Securities Market, and on the Procedure and Terms for Submission to the Bank of Russia of Reports on Termination of Obligations Relating to Performance of Professional Activity on the Securities Market in Case the License of the Professional Securities Market Participant is Cancelled dated July 4, 2016.


� Instruction No. 3921-U of the Bank of Russia On the Structure, Scope, Procedure and Terms for Information Disclosure by Professional Participants of the Securities Market dated December 28, 2015.


� Instruction No. 3906-U of the Bank of Russia On the Procedure for Interaction of the Bank of Russia with the Non-Credit Financial Organizations and Other Participants of the Data Exchange upon Use by Them of Information Resources of the Bank of Russia, Including Personal Account, and the Procedure and Terms for Sending by Other Participants of the Data Exchange of the Notice on Use or the Notice of Refusal to Use the Personal Account dated December 21, 2015.


� Instruction No. 3787-U of the Bank of Russia On Amending Instruction No. 3329-U of the Bank of Russia dated July 21, 2014 On Requirements to Equity Funds of Professional Participants of the Securities Market and Management Companies of the Investment Funds, the Unit Investment Funds and the Non-State Pension Funds dated September 9, 2015.


� Regulation No. 503-P of the Bank of Russia On the Procedure of Opening and Maintaining by the Depositaries of DEPO and Other Accounts dated November 13, 2015.


� Order No. 12-78/pz-n of the Federal Financial Markets Service On Approval of the Procedure for Opening and Maintaining by Depositaries of DEPO and Other Accounts dated August 30, 2012.


� Instruction No. 3980-U of the Bank of Russia On Uniform Requirements to Performance by the Depositary and the Registrar of Inspection of the Securities for Compliance in Quantitative Terms, to Provision of the Depositor by the Depositary with Information on Titles to the Securities, to Determination of the Length of Business Day of the Depositary dated March 14, 2016.


� Regulation No. 482-P of the Bank of Russia On Uniform Requirements to the Rules for Performance of Activity Relating to Management of Securities, to Procedure for Information Disclosure by the Trustee, and Requirements Aimed at Avoidance of the Trustee’s Conflict of Interests dated August 3, 2015.


� Regulation No. 548-P of the Bank of Russia On the Procedure for Calculation of Equity Funds of the Professional Participants of the Securities Market and the Applicants for License of the Professional Participant of the Securities Market dated July 19, 2016.


� Instruction No. 3901-U of the Bank of Russia On the Term and the Procedure for Preparation and Submission to the Bank of Russia of the Statements of the Joint-Stock Investment Fund and the Statements of the Management Company of the Investment Funds, the Unit Investment Funds and the Non-State Pension Funds dated December 16, 2015.


� Instruction No. 3970-U of the Bank of Russia On Amending Regulation No. 451-P of the Bank of Russia dated December 25, 2014 On Establishment of Additional Restrictions on Investment of Pension Savings of the Non-State Pension Fund Licensed to Perform Mandatory Pension Insurance Activity, Additional Requirements to the Lending Institutions into Which the Pension Savings and Savings for Housing Provision to Servicemen are Placed, and Additional Requirements Which the Management Companies shall Meet during the Term of the Agreement for Trust Management of the Pension Savings dated March 9, 2016.


� Instruction No. 4044-U of the Bank of Russia On Requirements to the Terms for Acceptance of Applications for Acquisition, Redemption and Exchange of Investment Units of the Interval Unit Investment Fund dated June 16, 2016.


� Instruction No. 4075-U of the Bank of Russia On the Requirements to the Equity Funds of the Management Companies of the Investment funds, the Unit Investment Funds and the Non-State Pension Funds, and the Applicants for the License of the Management Company dated July 19, 2016.


� Regulation No. 553-P of the Bank of Russia Regulation on the Procedure for Maintenance by the Bank of Russia of the Register of the Unit Investment Funds and Provision of the Extracts Therefrom, on the Requirements to the Report on Uniting the Assets of the Unit Investment Funds, the Procedure and Terms for its Submission to the Bank of Russia dated September 22, 2016.


� Instruction No. 4129-U of the Bank of Russia On the Composition and Structure of the Assets of the Joint-Stock Investment Funds and the Assets of the Unit Investment Funds dated September 5, 2016.


� Federal Law No. 428-FZ On Amending Article 7 of the Federal Law On Organized Trading dated December 30, 2015.


� Federal Law No. 292-FZ On Amending Certain Legal Acts of the Russian Federation dated July 3, 2016.
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