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COMPARATIVE ANALYSIS OF INTERACTION OF THE NATIONAL FINANCIAL
AND CREDIT SYSTEMS OF THE EAEU COUNTRIES

Abstract. The EAEU countries attach great importance to the integration interaction of financial and
credit systems, since this can be considered as the creation of an accelerator for the development of financial
relations between countries at a new economic level, when an effective redistribution mechanism of cash
flows is formed, ensuring an increase in the investment development of countries.

At the same time, a number of contradictions have developed in the formation of conditions for the
integration of financial and credit systems, which is caused by differences in the system of institutional
foundations for the functioning of national markets, as well as different levels of development of the markets
themselves.

The research carried out was based on a systematic approach to the problem under study. In the process
of work, dialectical, abstract-logical, monographic, economic-mathematical, economic-statistical and other
methods of economic research were used. Based on the methods of comparative analysis, the assessment
of the development trends of the financial and credit systems of the EAEU countries was carried out, an
assessment of the degree of their compatibility in the formation of a single financial market of the EAEU
was given. To determine the factors influencing the process of integrating the financial markets of the EAEU
countries, the study used a SWOT analysis, which made it possible not only to identify and evaluate the

factors, but also to project their impact on the ongoing integration processes.
Key words: EAEU, financial and credit systems, banks, GDP, credit

Introduction. In modern times, the governments
and central (national) banks of the EAEU member
states are implementing measures in accordance with
the Concept for the formation of a common financial
market of the Eurasian Economic Union, adopted in
October 2019.

The importance of this document is determined by
the key role of the emerging common financial market
(CFM) in the context of innovative development of
national economies and the deepening of Eurasian
economic integration in the medium term.

The integrity and consistency of this concept
for the formation of a common financial market of
the EAEU member states assumes as a support the
basic regulatory documents that are adopted at the
EAEU level, as well as taking into account national
peculiarities in the development of economies,
financial and banking systems of the EAEU countries,
existing existing concepts and strategies for the
development of financial markets.

The basic provisions regarding the creation of
a CFM are laid down in the Treaty on the Eurasian
Economic Union. The Protocol on Financial Services,
which is contained in the document, discloses
the directions, procedure, measures and terms for

harmonizing the national legislations of the EAEU
member states in the banking and insurance sectors,
as well as in the securities market (stock) sector for
the period until January 1, 2025 [1].

Methods. The methods used are general scientific
and special, such as: system analysis method; method
of content analysis; comparative analysis method;
method of analysis and synthesis; system approach
method.

Results. The harmonization of national
legislation should be the first stage in the formation
of a CFM, and the formation of a balanced, stable and
also liquid regional financial market of the EAEU,
as evidenced by the long-term experience of the
European Union, will be significantly longer in time,
given the existing differences in volume, degree and
structures. development in the national economies
and financial markets of the EAEU member states.

The models of the financial markets of the EAEU
member states are predominantly bank-oriented, and
banking institutions dominate in their institutional
structure.

A two-tier banking system has developed in
Belarus: the National Bank - commercial banks.

In Kazakhstan, the banking system also has a
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two-tier structure: the National Bank and commercial
banks (second-tier banks).

The banking system of the Kyrgyz Republic is
a dynamically developing sector of the economy. It
includes the National Bank of the Kyrgyz Republic,
18 commercial banks, 1 branch of a foreign bank
and 1 specialized banking institution, Settlement and
Savings Company.

The Central Bank of the Republic of Armenia
is a legal entity endowed with state functions, the
main task of which is to ensure price stability in the
Republic of Armenia.

The modern banking system in Russia is a two-
tier system. According to the Federal Law “About
Banks and Banking Activities”, the banking system
of the Russian Federation includes the Bank of
Russia, credit institutions, as well as branches and
representative offices of foreign banks. In turn,
credit institutions include: banks and non-bank credit
institutions (NBCI) - organizations that have the right
to carry out certain banking operations.

The number of banks in the EAEU countries is
constantly decreasing, which reflects the actively
developing process of banking capital concentration
(Figure 12). Only in Kyrgyzstan, the number of
banks has not decreased and is kept at 25. In Russia,
the number of operating banks has almost halved.

In Armenia and Kyrgyzstan, a gradual increase in
bank assets is observed, while in Belarus, a decrease
in the size of assets is observed in the period under
review. In Kazakhstan, a significant drop in banking
sector assets was due to losses in the banking sector,
rescue of problem assets and the closure of problem
banks.
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Figure 1 - Dynamics of assets of the banking
sector of the EAEU countries, billion US dollars
Note: source [3]

Also, the banking sector of the EAEU countries
shows different efficiency of its activities (Figure
2). Only in 2017 and 2018 the level of return on
assets is converging for the EAEU countries, except
for Kazakhstan. In 2017, the banking sector of
Kazakhstan worked with a negative result, the return
on assets of the banking sector amounted to -0.3%,
in 2018 the Kazakh banking sector showed a return
on assets at 2.7%, which is on average 2 times higher
than that of other participants EAEU.

The role of the financial markets of the EAEU
member states in financing the real economic sector
due to their modest volumes and rather low liquidity
has not only not been growing recently, but, on the
contrary, is decreasing (Table 1).

Table 1 - Debt on loans granted to legal entities by banks of the EAEU, USD million

A country 2014 2015 2016 2017 2018 Growth

in 2018 to

2014, %
Armenia 31532 2 979,6 31455 38252 4109,7 30,3
Belarus 21 185,9 16 629,9 14 647,9 15071,0 15031,3 -29,1
Kazakhstan |46 064,6 25904,8 26 834,6 25 526,6 21285,7 -53.8
Kyrgyzstan | 1 224,6 1123,1 1211,6 1417,7 1634,2 33,4
Russia 493 887,2 410 037,2 464 977.,5 473 485,2 433 696,5 -12,2
Note: compiled by the author based on the source materials [5]

As we can see, from the data in Figure 2, with
the general low role of banking systems in the
EAEU countries in financing the real sector of the
economy, banks of Armenia, Russia and Belarus are
more actively lending to legal entities than banks of
Kyrgyzstan and Kazakhstan.
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Figure 2 - Ratio of debt on loans to legal entities to
GDPin 2018
Note: compiled by the author based on the source

[5]

The ratio of exchange trading volumes to GDP
is 92.86% on the KASE and UTS in 2018 compared
to 27.77% on the Moscow MICEX-RTS (MICEX)
and St. Petersburg exchange SPIMEX. There are
more significant gaps in the indicators of trading
in securities in comparison with the exchanges of
Armenia and Kyrgyzstan.

The consistent, developing nature of progress on
the path to the formation of the OFR of the EAEU
countries in the near future presupposes the allocation
of the following two stages with certain tentative
time parameters for their implementation.

The EAEU Treaty defines the first stage, which covers
the period of 2017-2024, and the countries can begin
to implement the second stage after a comprehensive
assessment of the results of the first stage from 2025.

Discussion. Taking into account the priority of
the activities of the first stage, it is logical, taking into
account the existing experience of the EU, firstly,
to focus efforts on the development of conditions
and procedures for providing financial institutions
of the Union countries with the so-called Eurasian
passport, which will provide the opportunity for them
to conduct their work on the territory of all EAEU
member states [9].

In parallel with this, taking into account the
predominantly bank-oriented model of financing
the economies of the EAEU countries (as well as in
the EU), it is advisable to select the formation of a
common banking market as a basic, as well as the
most large-scale and, to a greater extent, an element of
the CFM as a priority for the first stage of the creation
of FMIs. Banks in the EAEU countries are currently
the most structured, in essence, the main institutional
participants in the national financial markets of the
EAEU countries. They are more easily amenable to
proper collective oversight and it is easier for them to
create a common trading infrastructure, as well as a
common accounting, clearing and settlement system,
a single payment and settlement system (SPSS).

Historically, the integration of the currency
markets of the EAEU countries also began with the
admission of banks of the Union countries to each
other’s exchange currency markets. Currently, work
is beginning to be carried out aimed at admitting non-
bank financial institutions to the integrated foreign
exchange market of the EAEU countries. In parallel
with this, at the first stage, work is underway to create
a common stock market and a common insurance
market, including the process of harmonizing the
requirements for regulation and supervision of
activities in the financial markets of the EAEU
states, ensuring mutual recognition of licenses issued
to banking and non-bank financial institutions by
authorized bodies of the EAEU member states. and

other measures [10].

At the first stage, the common financial market
is implemented based on the application of the
principles of harmonization, including:

- the establishment of a number of general
standards and rules for regulation in all segments
of the financial market, which do not cause serious
objections from all parties;

- at the same time, a priority sector in the financial
market is selected for harmonization and provision of
general regulation, which is of systemic importance
for the development of integration. In the EAEU, this
is the market for banking services. In this case, there
is a similarity with the European Union, where the
banking sector is also dominant in the structure of the
CFM institutions;

- ensuring compliance with the principle of multi-
speed integration in the sectors of national financial
markets, depending on the readiness and adoption
of the necessary political decisions and internal
conditions for the operation of national markets;

- the approval and implementation of the
Plan for the harmonization of legislation on the
formation of the CFM is common for all countries
that are interested and are willing to participate in
this process. The general action plan in accordance
with the experience of the EU countries on the
formation and development of a common financial
market should provide for the principle of a gradual
evolutionary movement towards harmonization (step
by step approach) [11];

- the modality of harmonization involves
the adoption of the necessary documents on a
supranational status and their further incorporation
into the system of national legislation.

The second stage, starting from 2025, involves
the adoption of a set of measures to develop and
strengthen the CFMs in the debt and equity securities
markets and also the insurance market, here it is
important to ensure an increase in the importance
of the stock market and insurance services in the
accumulation of long-term resources to ensure the
economic development of the EAEU states. During
this period, the current model of a single insurance
segment within the CFM is being formed, the market
for cross-sector products, services and financial
instruments, as well as the market for financial
derivatives, will be developed.

The expected results from the second stage of
the formation of the EAEU CFM are measures that
provide for the process of systemic integration of
national financial markets and financial regulation
and supervision mechanisms, the introduction of
supervision into practice, harmonization, elements of
unification:

- the formation of a common stock market and
a common insurance market, which will ensure
the growth of the role of CFMs in investing in the
economies of the EAEU countries [12,13];

- simplification of procedures for listing securities
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and also derivative financial instruments of the EAEU
countries;

- creation of a unified trading, settlement and
clearing, and accounting infrastructure of the CFM;

- application, together with harmonization,
of elements for the unification of regulatory and
supervisory measures for the uninterrupted efficient
functioning of the CFM and financial and banking
markets of the EAEU countries as integral segments.

The systematic approach to the formation of the
EAEU CFM contains such an important aspect of
financial integration as measures to create the market
infrastructure of the CFM, which will ensure the
smooth functioning of the entire CFM, including:

- trading, settlement and clearing and accounting
infrastructure, a common payment and settlement
system;

- general exchange space;

- an integrated segmented financial market;

- an international financial center in the EAEU.

An important aspect of the institutional
consolidation of the EAEU is the creation and
development of a system of bodies for regulation and
supervision of the CFM in order to reduce the risks of
financial stability of the countries of the region. The
risks to the financial stability of the banking sector of
the EAEU CFM are related to:

a) with a high degree of concentration of assets in the
largest banks;

b) with low capitalization of banks;

c¢) with a weak system of lending to the real sector
of the economy with a high level of overdue loans in
general for the economy of states;

d) with differences in quantitative and qualitative
norms and standards of banking regulation in the
EAEU countries;

e) with insufficient and uneven application of
macroprudential regulation instruments across the
EAEU countries.

In the stock market, risks of financial stability
are associated with the general low degree of
development of this sector of the state financial
markets of the EAEU countries, an insufficient sect
of financial products and financial instruments,

a high level of volatility in this market sector,
significant regulatory and transaction costs, and the
weakness of stock markets in ensuring investment
financing.

As the dominant of the first stage (2017-2024),
the harmonization of the list of key provisions in the
national financial legislation of the EAEU countries
is proposed.

The general effects of integration expected in all
member states in the medium term include:

- increasing the competitiveness of national
business and national goods;

- increasing investment attractiveness;

- implementation of transit potential and
development of transport and logistics infrastructure;

-reindustrialization and development of industrial
cooperation;

- elimination of remaining barriers and restrictions
to trade;

- formation of human resources for a single labor
market.

In a number of member states, there is an
expectation that the EAEU will assist in solving
specific national problems and implementing specific
projects (for example, construction of a railway,
hydroelectric power station, nuclear power plant,
etc.)

Conclusions. Thus, in addition to the expectation
of long-term benefits from integration, there is an
effect of «short-term benefits» that should have been
obtained upon joining the Union.

At the level of public opinion and expert
assessments, practically in all countries of the Union,
there is a decrease in expectations from the Eurasian
economic integration, which is recorded by both
sociological surveys and expert interviews. This is
largely due to the fall in the volume of domestic and
foreign trade, crisis phenomena in the economies
of all member states (falling GDP, devaluation of
national currencies, etc.). There is an increase in the
vulnerability of national economies as a result of an
increase in their interconnection within the EAEU,
a feeling of a slowdown in the pace of integration
[14, 15].

I'K. BexoycunoBa!, A.B. BaiimGeToBaZ?, A./l. MeabaedexoBa®, A.K. KaxmeroBa?, Zbigniew Korzeb*
'Typan — Acrana Yuusepcureri, Hyp-Cynran, Ka3akcras;
2JI.H. I'ymuneB Ateinnarsl Eypasus ¥Yarreik Yausepcurteti, Hyp-Cynran, Kasakcran;
*M.X. dynatu arbianarsl Tapa3 MemiiekeTTik yHuBepcuterti, Tapas Kasakcran;
‘BeoCTOKCKHUi TEXHOJIOTHYECKHii yHUBepcuTeT, benocrok, [Tombia.
E-mail: bekbusinoval971@mail.ru

EADO EJIJAEPIHIH YJITTBIK KAP)KbI-HECHEJIK 'KYUEJEPIHIH ©3APA
IC - KUMbLIBIHBIH, CAJTBICTBIPMAJIBI TAJIJIAYBI
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KaWIIBUIBIKTApD KAJBIITACTHI, OYJI YITTHIK HApBIKTapIbIH KYMBIC iCTEYiHIH WHCTHTYIIHOHAIIBIK HETi3lepi
KYWECIHJIeT1 alflblpMalIbUTBIKTAP/IaH, COHal-aK HapbIKTap/IbIH 63/IEPiH JaMBITYIBIH SPTYPIIi IeHTreiIepiHeH
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JKyprizinren 3eprreyiep OKbUIBII JKaTKaH Macelere kyhenmi Typae HerizaenreH. JKymbic OapbIchbiHIa
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oepi.
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CPABHUTEJIbHBINA AHAJIN3 B3AUMOJENCTBUA HAITMOHAJIBHBIX
OUHAHCOBO - KPEJUTHBIX CUCTEM CTPAH EA3C

Annoramus. Crpansl EADC mnpuparor Oonblioe 3HAUYEHUE WHTETPAIIMOHHOMY B3aWMOJICHCTBHIO
(PMHAHCOBO-KPEAUTHBIX CHCTEM, ITOCKOIBKY 3TO MOJKHO PaccMaTpUBaTh KaK CO3IaHNE YCKOPUTEIS pa3BUTHUS
()MHAHCOBBIX OTHOIICHWH MEXIy CTpaHaMHW Ha HOBOM SKOHOMHYECKOM YpPOBHE, KOTJa CKJIaJlbIBA€TCs
3¢ (GeKTUBHBIA TIepepacpeIeIUTEIbHBI MEXaHU3M JIBUKCHUS JICHEKHBIX IOTOKOB, 00ECIeUHBAIOIIHIA
MTOBBIIIICHHE WHBECTUIIMOHHOTO Pa3BUTHS CTPaH.

Bwmecte ¢ TeM crmoxwiics psj MPOTUBOpeYrid B (POPMHUPOBAHWHU YCIOBWUH HHTErpanuu (UHAHCOBO-
KPEUTHBIX CHCTEM, YTO BBI3BAHO PA3IMUUSIMHU B CUCTEME WHCTHTYIIHOHAIBHBIX OCHOB (DYHKITHOHUPOBAHHS
HAI[MOHAJIBHBIX PHIHKOB, a TAK)KE Pa3HBIMH YPOBHSIMH Pa3BUTHS CAMHUX PHIHKOB.

[IpoBeneHHbIE HccIeIOBaHUS 0a3UPOBAIMCH HA CHCTEMHOM TIOAXO/IE K M3y4aeMoii mpobiieme. B mporecce
paboThl HCIIONB30BANKCH JHATICKTHUECKHA, a0CTPaKTHO-IOTUYECKUH, MOHOTpapUUECKHid, IKOHOMHUKO-
MaTeMaTHYeCKHd, 3KOHOMHUKO-CTAaTUCTHUECKHHA W JIPYTHe METOJbl SKOHOMHYECKHX WccienoBanuid. Ha
OCHOBaHMHM METOJIOB CPaBHUTEIILHOTO aHalM3a MPOBEICHA OIeHKAa TEHACHIWH pa3BUTHS (UHAHCOBO-
KpenuTHBIX cucteM ctpaH EADC, naHa olieHKa CTENeHH MX COBMECTUMOCTH MPHU (POPMUPOBAHUH EAMHOTO
¢unancoBoro peraka EADC. [l onpenenenust (hakTopoB, OKa3bIBAIONINX BIHUSHNE HA TIPOIECC HHTETPAIUN
¢unancoBbIx peiHKOB cTpaH EADC, B mnccnenoBannu npumeneH SWOT-ananus, KOTOPBIH MO3BONMI HE
TOJILKO BBIZICITUTH U OIIEHUTH (DaKTOPBI, HO ¥ CIIPOCIIMPOBATH UX BIMSHUE HAa TIPOTEKAIOIINE HHTETPAIIHOHHBIE
MTPOIIECCHI.
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