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Belarus Central Bank Allows Ruble to
Float
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Belarussians lining up to buy foreign currency inside an exchange office at a branch of Belarusbank in
Minsk. Vasily Fedosenko

SMINSK — The Belarussian ruble will lose about a third of its value next week, when banks
will be free to trade the currency beyond its current official peg, according to economists.

The central bank announced the free float on Tuesday as it tries to ease the country's financial
crisis.

International financial institutions have been calling for a sharp devaluation to help make
exports cheaper and more competitive. The devaluation, however, is also expected to cause a
surge in inflation and eat into households' purchasing power and could even cause runs on
banks.

Starting next week, banks will be able to buy and sell the Belarussian ruble at a rate they will
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determine in open trading, the bank's deputy chief Nikolai Luzgin said. The banks have so far
been allowed to trade the ruble within a 10 percent band off the official rate.

The free float will initially affect banks. It was unclear how currency rates on the street will be
affected, though confidence in the ruble has plummeted in recent months.

The government will ''take extra steps to balance the situation on the domestic currency
market" after next week's free float trading, Luzgin said.

The U.S. dollar stood at 3,074 Belarussian rubles on Tuesday.

Stanislav Bogdankevich, former chief of the Belarussian central bank, said he expected the
ruble to drop by one-third after the float.

"It's a half-measure," he said in an interview. "They should have announced a devaluation,
but authorities are not psychologically ready for this."

The central bank also indicated on Tuesday that Belarussian importers of medicines and
natural gas would be allowed to buy foreign currency at preferential rates. This could create a
black market for foreign currency, experts said.

Belarussian authorities also announced budget cuts in a bid to shore up confidence in public
finances and support the currency. Deputy Prime Minister Sergei Rumas said Tuesday that
financing for investment programs would be cut by 30 percent and for the construction of
state offices by 20 percent.
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