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‘Harsh Times Ahead’: Russia’s
Emergency Loan to Belarus Changes
Little for Embattled Lukashenko

The $1.5 billion will largely go towards refinancing debt owed to
Russia, and is only a fraction of what Belarus needs to avoid a crash
in living standards.

By Jake Cordell

September 17, 2020

Belarusian President Alexander Lukashenko flew to Sochi this week for a meeting with Russian
President Vladimir Putin, as tens of thousands continued to protest in Minsk. Kremlin.ru

Russia’s emergency S1.5 billion loan will do little to help Belarus’ embattled President
Alexander Lukashenko prevent his economy from spiraling into crisis, analysts say.

Instead, the deal highlights Minsk’s deep reliance on financial and political support from
Moscow, with Belarus expected to use the funds — agreed between Lukashenko and Russian
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President Vladimir Putin at a high-profile summit in Sochi earlier this week — largely toward
refinancing debt it already owed to Russia.

Belarus has around $1.2 billion of public debt which needs to be rolled over before the end of
this year, Kateryna Bornukova, an economist and academic director at the Belarusian
Research and Outreach Center (BEROC), told The Moscow Times.

“We don’t have detailed data, but I guess the majority of that will go to Russia. And then
Belarus also has to repay a $325 million loan to Gazprom,” she added. “That’s exactly the $1.5
billion that Belarus is supposedly going to get. So, we’re going to get this money and pay it
back to Russia.”

Not new money
Many suspect the deal plays more of a political role than an economic one.

“The announcement is just an example of good marketing. This $1.5 billion is not new money,
it’s mostly refinancing of already-existing debt,” Sofya Donets, an economist at Renaissance
Capital, said. “It was very important to show that Russia is there, Russia is supportive, Russia
is ready to refinance,” she added.

The bigger challenge for Lukashenko will be securing Minsk’s financial health over the
coming years. Experts say Belarus needs around $3-4 billion a year to be able to keep paying
down or refinancing its public debt — 95% of which is denominated in foreign currency,
according to the Analytical Credit Rating Agency (ACRA).

Lukashenko’s tough crackdown following August’s disputed elections will only increase the
reliance on Russia to help cover those bills by locking Minsk out of international markets,
experts say.

“There will be sanctions from the West. There’s absolutely no doubt about that,” Daniel
Krutzinna, an adviser to former Belarusian Prime Minister Sergei Rumas, told The Moscow
Times.

“With sanctions from the West, you basically have the market only open to investors from
Russia or China, who are not well known for being altruistic — they will put very strong
conditions on their engagement in Belarus.”

At the mercy of Russia

Almost $8 billion — or 47% — of Belarus’ outstanding government debt is owed to Moscow
in bilateral loans, according to calculations by the Institute of International Finance, with
another $2.2 billion due to the Eurasian Fund for Stabilization and Development, a small
international organization of five post-Soviet states where Russia is the key decision maker.

Combined, that means Moscow controls more than 60% of Minsk’s public debt, and another
20% is owed to China.

Bornukova doubts whether Beijing is a viable option for Lukashenko in the current climate.
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“China usually likes to give conditional loans that must be spent on Chinese projects, buying
Chinese equipment or hiring Chinese companies to build factories. That hasn’t worked out
well for Belarus in the past, and there are no good projects that China could support right
now,” she said.

“Moreover, China likes stability. And that is not a word that we can use to describe Belarus
right now. So basically in terms of funding public debt, we are at the mercy of Russia.”

Related article: Can Moscow Manage a Power Transition in Belarus?

Belarus probably didn’t need the Russian funding to cover this year’s obligations, the ACRA
said in a recent report, as the prospect of a default was unlikely.

“But in the future, the probability of non-payment of state debt may significantly increase,”
the organization warned, citing a spike in interest rates and outstanding obligations of the
country’s state-owned enterprises and banks, which as of July 1 had around $9 billion of
external debt due by the end of the year. That most of Belarus’ foreign corporate debt
obligations are also due to Russia reduces the risk of default, an Oxford Economics report
recently said, but further increases Moscow’s political leverage.

Lukashenko would need even more external backing if he wants to address the wider
economic crisis.

“If we are talking about sustaining the level of wellbeing for Belarusians that they had a year
ago, then we would probably need a lot of money — $5-10 billion per year,” Bornukova said.

That would mean a continuation of hefty financial support from Russia, which Andrey
Suzdaltsev, a professor at Moscow’s Higher School of Economics, estimates had totaled more
than $130 billion over the last 15 years.

Putin had already been trying to revise the setup by which Moscow provides cheap oil to
Minsk which it then refines and sells to Europe. Expectations that Moscow will now impose
even tougher conditions or demands for political integration in exchange for possibly reduced
financial support are widespread.

“If Lukashenko remains, he will have to deal with the fact that Russia will not any longer
support Belarus’ model of socialism financed by profits from refining Russian oil bought at
subsidized prices,” said Krutzinna.

Economic crisis

Weeks of protests and a tough crackdown on the opposition from Lukashenko have put heavy
pressure on the Belarusian economy, which was already set for a downturn amid lower
demand for energy.

“The situation is already bad enough. We expect this year the economy to contract by 3.6%
which is close to the deepest contraction in a decade,” said Donets.

The Belarusian ruble has lost more than 25% over the past year, with around half that fall
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coming in the last month. Renaissance Capital expects it will lose another 6-7% by the end of
the year.

In August alone, the country also burned through around $1.4 billion of international reserves
as the Central Bank intervened to prop up the currency as Belarusian citizens and businesses
started converting their rubles into dollars. The plunge accounted for 16% of Belarus’ foreign
currency and gold reserves, and almost matches the emergency Russian funding in scale.

Related article: ‘Everyone Who Can Leave, Will Leave’: Violence, Raids and Internet Blackouts
Scare Off Belarus’ Entrepreneurs

However, analysts say there is little sign Lukashenko is thinking about the country’s economy
as he tries to maintain power.

“Economic development is not on the agenda. Everything is about security,” said Bornukova.

“Even when Lukasheko was recently discussing economic issues, it was in meetings with his
Security Council, which is full of the heads of law enforcement agencies. The Finance
Ministry, Economy Ministry and Central Bank were not present.”

Analysts almost unanimously cite Lukashenko’s handling of the IT sector throughout the
crisis, previously seen as a rare success story of growth and innovation amid an otherwise
heavily state-controlled economy, as a bellwether for the kind of economic model he might
impose should he stay in office — more state control resulting in heightened uncertainty and
lower investment from abroad.

“Economically, Belarus has very harsh times ahead,” warned Krutzinna.
Original url:

https://www.themoscowtimes.com/2020/09/17/russias-emergency-loan-to-belarus-changes-little-for-e
mbattled-lukashenko-a71462


https://www.nbrb.by/engl/statistics/reserveassets/assets.asp
https://intellinews.com/belarus-is-bleeding-money-as-reserves-fall-1-4bn-in-a-month-191316/
https://www.themoscowtimes.com/2026/01/28/belarus-business-protests-brain-drain-violence-raids-internet-blackouts-scare-belarus-entrepreneurs
https://www.themoscowtimes.com/2026/01/28/belarus-business-protests-brain-drain-violence-raids-internet-blackouts-scare-belarus-entrepreneurs
https://www.themoscowtimes.com/2020/09/02/belarus-business-protests-brain-drain-violence-raids-internet-blackouts-scare-belarus-entrepreneurs-a71294

