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Abstract

The banking system around the world and in Russia during the Coronavirus pandemic quickly responds to
challenges, opportunities and consequences. The 2020 pandemic was the start of a downturn in economies
around the world. The crisis influenced the development of all states, both developed and developing. At
the end of March 2020, the International Monetary Fund marked the beginning of a global recession. The
situation related to the Coronavirus has led to a decrease in the values of the main macroeconomic
indicators. The fall in oil prices on the world market also had an important impact. As a result, there was a
slight decrease in the business activity of economic entities. This circumstance also affected the banking
sector. These circumstances led to a decrease in the key rate of the Central Bank and keeping it at the same
level for a long period. This fact is a measure to support the national economy and prevent bankruptcy of
bank institutions associated with unforeseen circumstances that have arisen due to the Coronavirus
pandemic. The purpose of this article is to study the main financial indicators of Russian banks in the

context of the new financial crisis.
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1. Introduction

In the context of the pandemic and the unstable economic situation in the country, Russian banks in
2020 faced numerous factors that negatively affected the main indicators of performance. Thus, the total
net profit in the banking system in December 2020 amounted to 1.6 trillion RUB, which is almost 6% less
than in the previous year.

The return on equity of Russian banks also tended to decline and amounted to 16% against 13% last
year. At the end of March 2020, the International Monetary Fund marked the beginning of a global
recession. Later, a report was published in which the crisis was called "the worst recession since the Great
Depression". This study analyzes the main financial indicators of Russian banks in the context of the new

financial crisis (Galazova et al., 2017).
2. Problem Statement

In connection with the new global challenges, which currently include the Coronavirus pandemic,
there is a problem of avoiding large volumes of losses in the banking sector and obtaining stable profits.
Competently, timely and efficiently conducted financial analysis of the financial statements of banking
institutions will avoid some unprofitable situations, and direct the resource to making a profit (Kokodey et

al., 2018a).
3. Research Questions

The article discusses the issues of losing profits and minimizing losses in a pandemic.

= How to conduct a qualitative analysis of the financial condition of banking institutions?
=  When does a situation arise associated with a shortfall in profits in Russian banks due to a
pandemic?

=  When do losses occur?
4. Purpose of the Study

The purpose of this article is to study the main financial indicators of the activities of Russian banks

in the context of the new financial crisis (Kokodey et al., 2018b).
5. Research Methods

The recession in the global economy has had a significant impact on the main Russian
macroeconomic indicators. With a simultaneous fall in oil prices, 2020 was marked for Russia by a reduced
demand for exported, raw materials and other goods, a large-scale decline in the business activity of many
companies and organizations. Naturally, the crisis also affected the banking sector. At the beginning of
2020, there was a phenomenal significant decrease in the key rate of the Central Bank to 4.25%, compared

with 6.25% in December 2019.
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However, the situation among Russian banks is not uniform (see Table 1).

Table 1. Performance results of 20 profitable Russian banks for 10 months of 2020

Net profit as of Net profit as of Absolute change
Name of the bank October 1, 2020, October 1, 2019 RUB min ’
RUB min RUB min
Sberbank 559412 665371 -105959
Alfa-Bank 180692 54694 125998
VTB 52193 134009 -81816
Bank Otkrytie 40338 32478 7860
Tin'koff bank 25363 22210 3153
Raiffeizen BANK 24955 30363 -5408
Gazprombank 21388 48297 -26909
Trast 12916 9179 3737
Nacional'nyy Kliringovyj center 12785 11613 1172
Russia 12239 7884 4355
Novikombank 10464 8007 2457
Rosbank 9490 10929 -1439
BM-Bank 7787 9244 -1457
Pochta Bank 7086 5874 1212
Moskovskiy oblastnoy bank 6834 12531 -5697
JuniKredit Bank 6813 7525 =712
Sankt-Peterburg 6497 3564 2933
RNKB 6339 5692 647
Bank Uralsib 5839 11390 -5551
Vserossiyskiy bank razvitiya regionov 5507 7109 -1602

A record profit growth for ten months of the crisis year 2020 was demonstrated by Saint-Petersburg
Bank: 82% compared to the same indicator of the previous year. This result was significantly influenced
by an increase in net interest income: by 14.2% in 10 months of 2020, as well as an increase in net fee and
commission income, which increased over the period under review by 11.6%. Saint-Petersburg Bank ranks
seventeenth in terms of net assets among all Russian banks. The attracted funds of the bank are quite
diversified, the client base numbers about one and a half million individuals and more than 40 thousand
corporate clients (Komissarova, 2020).

The second place in terms of profit growth for the analyzed period was taken by the bank
“Aktsionerny Bank “Rossiya’: 55.2% compared to the same indicator of the previous period. The bank
ranks fourteenth in the ranking of all Russian banks in terms of net assets and specializes in investments in
securities. With an insignificant increase in interest income: by 3.1%, an increase in net profit was ensured
by an increase in the value of net non-interest income, almost 3 times, and the value of net income from
trust management operations: by 1.5 times (Mahboud, 2017).

Although the situation with the main indicators of banks' performance is ambiguous and the overall
decrease in profit in the banking system reached about 30%, the number of profitable banks prevails in their
total number. For 10 months of 2020, both large banks and quite small banks showed losses, only 105 banks
were recognized as unprofitable. However, on the scale of the entire banking sector, the situation is not so
critical. With a simultaneous reduction in profit indicators in the banking system as a whole, there was an
increase in the volume of loans issued to the population by 20 trillion rub. In the third quarter of 2020, there

was a high activity of participants in the retail credit market: an increase in household loans was recorded
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by 1.8%. The preferential mortgage program: 6.5% per annum had the main influence on the growth of the
loan portfolio of the population. Figure 1 presents a study of the dynamics of the volume of issued mortgage
loans according to statistical data, which are presented on the official website of the Russian Federation

Central Bank (Melnikova et al., 2020).
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Figure 1. Mortgage lending for 3 years

The analyzed volumes of mortgage lending for 3 years have a steady growth trend. So, for example,
in January 2020, the size of the mortgage loans issued was almost 5.5 trillion rub more indicator of 2018.
Long trends indicate a linear growth in mortgage lending, while the growth trend continued even during
the crisis. The mortgage lending market can be characterized by the following parameters: as of 01.01.2020,
the number of residential mortgage lending units amounted to 145183, the volume of residential mortgage
lending: 345059 million rub, the weighted average rate on loans issued during the month is 9%
(Manuylenko et al., 2020).

In 2018, the corresponding indicators were 151308 units, 290469 million RUB and 9.79%,
respectively. Thus, it can be noted that there is a tendency for the volume of mortgage lending to grow with
a simultaneous reduction in the number of mortgage lending units and a decrease in the weighted average
rate. The weighted average term on loans extended during the month was 218.4 months, which is 1.16 times

more than in 2018.
6. Findings

After analyzing all of the above, we can conclude that the situation in the banking sector is
ambiguous. And in the banking sector, as in any commercial sector, there is a place for competition. Those
banks that were able to readjust to the new Coronavirus wave were even able to get profit growth in 2020
compared to the same period in 2019 (Posnaya et al., 2017). Banks have transformed their services in
accordance with the new realities. Most of the services were introduced online, communications became

mostly remote (Posnaya et al., 2019a).
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The corona crisis has become a catalyst for the digital transformation of banking products and
customer service. It was in digitalization that many banks saw growth points for improving their activities
and strengthening their positions in the market (Posnaya et al., 2019b). Self-isolation introduced customers
to remote communication channels and shaped the user experience for customers who traditionally
preferred branch visits to new technologies (Posnaya et al., 2020b). The Russian financial sector is actively
introducing remote services, and the share of non-cash payments is growing steadily. This is critically
important during an epidemic, and helps to maintain not only accessibility, but also the convenience of
payments for citizens and businesses. Therefore, many customers have already appreciated the benefits of
remote channels and plan to continue using them after the pandemic (Posnaya et al., 2020a).

But it should be noted that the Coronavirus crisis has not cancelled the financial plans of businesses
and individuals. For the development of production, various financial needs of citizens, money is needed.
Therefore, the continuous, competent, adapted to the conditions of the time, the functioning of banking
institutions is necessary and in demand. And only those banks that were able to adapt to new needs,
somewhere lowering interest rates, somewhere using modern technologies, somewhere revising the bank's
policy, were able to make a profit even higher than in the "pre-crisis" similar period of time.

For example, Alfa-Bank showed strong profit growth in 2020 compared to the same period in 2019.
The bank has demonstrated strong financial performance, proving the sustainability of its business model
even during the crisis. Key profit components (net interest income, net fee and commission income) have
shown strong growth, reflecting the high dynamics of the client base and the success of the deep
digitalization model that the bank has adhered to over the past years. Thanks to its developed remote
channels, Alfa-Bank has provided its customers with continuous access to all banking products and
services. He was one of the first to offer support programs for individuals, small and medium-sized
businesses. At the same time, Alfa-Bank's traditionally conservative risk policy and careful control over its
implementation allowed maintaining the high quality of the loan portfolio. Following the strategy, the bank
opened the first new generation phygital-office and launched several mutually beneficial partnerships,
including with Beeline and Yandex, which created additional value for clients.

Even some small banks were able to demonstrate profit growth during the pandemic. This speaks
primarily of the competent policy of the leadership, which, despite the difficulties of the current situation,
was able to learn how to work in the new realities.

The largest share in the loan portfolio is taken by pledged loans (mortgages and car loans) is 75%.
The share of cash loans was 23%. The share of credit cards was 2% in the portfolio.

The greatest dynamics was demonstrated by mortgage issues: an increase of 32% compared to
January-October last year. The growth driver was the implementation of the state program, which allowed
banks to offer the lowest mortgage rates in history, for example, Bank Saint-Petersburg reduced the rate to
6% per annum for salary clients and clients who made an initial payment of 40% or more. In other cases,
the rate was 6.25% per annum on mortgages for new buildings.

The positive dynamics of retail lending growth became possible due to new products introduced in
2020 (in particular, Time-Money loan, 100 days credit card, Visa Virtual digital card, etc.), attractive terms

for loan products and expansion digital sales channels.
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In 2020, banks' net interest income exceeded 3.54 trillion rub (+ 8.8%), and the net commission:
1.28 trillion rub (+ 9.6%), follows from the presentation of the Bank of Russia.

On the one hand, banks helped borrowers by actively lending them during a pandemic, but on the
other hand, they helped themselves, making a profit on this and not wasting capital.

Of course, those banks that, despite the decline in profits in 2020, have stable capital, were able to
stay afloat. For example, the largest Russian bank Sberbank received in 2020 a decrease in profit by 105959
million RUB. Compared to the previous year, Sber's financial result decreased by 7.7%. Bank reserves
significantly and positively influenced the financial result of the bank, therefore, the decline in profit for
the whole year was not so critical for the largest bank in the country. In relatively calm times, Sberbank has
built up capital and liquidity reserves. This resource made it possible to make decisions on loan
restructuring, on deferred payments for borrowers in a difficult situation. At the same time, the accumulated
safety margin ensures the stability of the banking system and the protection of the interests of depositors.
The reduction in net profit did not prevent Sberbank from continuing to consolidate various digital assets

into a single system, which in the long term should bring a significant part of its income.

7. Conclusion

In general, we can conclude that banks went through the difficult 2020 without significant losses,
having managed to preserve capital stocks, strength and provide significant support to the economy and
borrowers. In 2020, the growth of corporate loans amounted to 9.9%, which is almost twice as high as in
2019. “Thus, banks helped the economy and borrowers to more easily endure the acute phase of the crisis
by providing resources when they were most needed,” the Bank of Russia notes. The mortgage portfolio
grew by almost 25%, exceeding the result of 2019 (20%) thanks to the state program. The growth rate of
consumer lending, on the contrary, more than halved (to 9.2%), which the Bank of Russia associates both
with a decrease in the share of approved loans and with a more cautious attitude of borrowers who are not
confident in maintaining income levels and, as a result, the ability to service debts.

The banking sector's first year of the pandemic was relatively painless. At the same time, the
problems of the sector tend to accumulate, so the next year is fraught with many risks and uncertainties. In
2021, the problem of the outflow of funds from individuals will turn into a problem of maintaining
marginality. Banks that want to increase their loan portfolios will be forced to offer depositors more

attractive terms, which, if rates remain low, may adversely affect profitability.
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