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Russians’ Overdue Loans Hit Record
High

One in every six loans expected to be non-performing by the end of
2020.

October 15,2020
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By the end of the year, 13.5 million loans could be overdue, according to a new report. Sergei Kiselyov /
Moskva News Agency

The coronavirus pandemic has pushed the number of overdue loans in Russia to a record high,
new research has found.

More than 12.5 million loans issued by Russian banks and credit providers are currently non-
performing — meaning the borrower is more than 90 days behind on repayments — the
National Association of Professional Collection Agencies and credit bureau Equifax said
Thursday.

They forecast that another million borrowers could fall behind by the end of the year, which
would mean one in every six loans would be overdue.


https://1prime.ru/banks/20201015/832166132.html

“The pandemic has had an extremely negative impact on the quality of loan portfolios,” the
organizations said in a new report. The share of overdue loans has grown 12.5% compared to
last year. Annexed Crimea saw the fastest jump in non-performing loans among the regions
studied — its share has doubled since the start of the year.

Around six trillion rubles ($77 billion) of loans — almost 10% of all outstanding corporate and
retail loans — have been restructured since the start of the coronavirus pandemic under a
government-backed scheme to encourage banks to revise their terms and conditions for
hard-pressed debtors. At the same time, Russia’s Central Bank relaxed the requirements on
banks to increase their own cash reserves to cover potential losses — fearful that instructing
them to do so would cause a drop in liquidity across the financial sector.

Related article: How Will a Second Wave Affect Russia’s Economy?

Instead, the overall loan book of Russian banks’ increased by 9.8% in the first eight months of
the year, data from ratings agency Fitch shows.

Analysts say Russia’s banking system is in a much better position than during previous
economic crises, thanks to the Central Bank’s massive clean-up of the sector under governor
Elvira Nabiullina following the 2014-15 crisis.

The National Ratings Agency estimated the sector will only need to keep around 40% of its
S75 billion in capital buffers on the balance sheet into 2021 in order to meet minimum
regulatory requirements. Current reserves almost match the entire value of loans restructured
throughout the crisis, meaning covering even a significant increase in bad debts “will not
have a negative impact on the stability of the banking system,” it said.

However, it pointed out that individual banks may not be so well protected. “Capital in the
banking sector is unevenly distributed. Therefore, the financial stability of individual credit
institutions during 2021-2022 may come under pressure.”

State-owned Sberbank, for instance, accounts for 35% of all Russian loans, but holds almost
47% of the sector’s tier 1 capital — a measurement of a bank’s capital reserves and financial
strength.

Before the coronavirus pandemic, the rapid acceleration of loans — particularly unsecured
payday loans — across the country had raised concerns. Industry players insisted the
acceleration was a sign of Russia’s maturing financial sector, stunted from 70 years of
communism and banking crises in the 1990s, adding that while the growth appeared fast,
absolute levels of debt were still low by international standards.

Others raised fears of a bubble, pointing to Russia’s low levels of financial literacy, predatory
collection practices and concerns that in an economic downturn both borrowers and banks
could be hit hard.

The crisis has slowed the growth in most forms of credit — with approval rates for credit
cards and unsecured loans dropping significantly. However, a state-supported program which
caps interest rates on mortgages for new apartments and homes has proved hugely popular,
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with banks reporting record lending figures over the summer.

Authorities are considering whether to extend the program until the end of next year, as the
Central Bank has said it is keeping a close eye on the initiative for signs of a potential housing
market bubble or rapid acceleration in mortgage debt.

Original url:
https://www.themoscowtimes.com/2020/10/15/russians-overdue-loans-hit-record-high-a71764



