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The government has already provided several billion dollars worth of financing from the NWF to support
banks affected by sanctions.

Russia has prepared legal changes that would enable the government to invest up to 20
percent of its National Welfare Fund (NWF) in subordinated debts of banks, according to a
document published on a government website.

The draft governmental resolution would change the investment rules for the $82 billion
fund, one of two major sovereign funds financed from oil taxes. The portal where it was
posted is used to flag upcoming regulatory amendments and invite public discussion of them.

The NWF is designated to support the pension system but has recently become an important
source of emergency financing for companies impacted by Western sanctions imposed over
Russia's actions in Ukraine. The sanctions restrict access to international capital markets for
major banks and companies.
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The amendments would allow up to 20 percent of the Fund, or a maximum of 709 billion
rubles ($15 billion), to be invested in subordinated debt of banks that finance priority
investment projects defined by the government's program to 2018.

Eligible banks would need to have been involved in at least 10 qualifying investment projects
over the last three years, a clause that is likely to favor major state banks.

Recent months have seen intense debate over how to invest the NWF, a resource that enables
the state to finance needy projects without drawing on the cash-strapped federal budget.

In June, Russia lifted a cap on the share of domestic investments from the NWF to 60 percent
from 40 percent.

The government has already provided several billion dollars worth of financing from the NWF
to support banks affected by sanctions.

It has also received a request from Rosneft for over 2 trillion rubles, an amount the state oil
firm is unlikely to receive because of the Fund's other commitments.

President Vladimir Putin said Nov. 14 that he did not rule out Rosneft receiving some NWF
funds after a "real assessment" of its needs.
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