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Abstract

The paper is based on the results of the identification of clearly defined modern tendencies in the bond
market development, the main of which is its computerization, which leaves an imprint on other
tendencies in the development of not only the bond market, but also the financial market as a whole.
Against the backdrop of the maximum interest rate on deposits declining over the studied period, the issue
of choice, through the use of digital technologies, a more efficient option for investing money, ensuring
the accumulation of savings and protecting them from inflation, is particularly acute. In order to
determine the most effective factor in increasing income from investments in financial assets through
individual investment accounts, a comparative assessment of the correlation between performance and
factor indicators was carried out. It is found that the factors in the formation of property income in Russia
in general and in the Chechen Republic have common characteristics. They consist of a weak relationship
between the dividend income change and in the property income change. It is concluded that it is
necessary to increase the assets, which are expressed in state and corporate debt tools, as the most
effective aspect in the increase in the income of private investors from property at regional and federal
levels.
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1. Introduction

In the context of the need to ensure the effective development of economy, solve national
problems through the implementation of a unified monetary and debt policy, while preventing the
negative consequences of changes in the external environment, the issues of stable functioning of the
bond market by maximizing its potential and involving the general public in investment processes with
the use of digital technologies are of particular importance.

Digital technologies, today, lead to the “interlacing” of the activities of all actors in the financial
market, changing it into a single financial mechanism. The integrated services are provided by banking
and non-banking agencies in this mechanism. First of all, the consumers of these financial services are
private investors. In recent years their presence in the financial market has increased dramatically. Today
about 4 million people prefer transactions with bond according to the Bank of Russia official data. As a
result, the outflow of private investors from banking sector to stock market appear. In 2019, the stock
market was augmented by almost 2 million private investors. At the same time, the activities of a private
investor in the stock market largely determine corporate clients’ strategy in the stock market. In turn, it

affects the stability and stability of financial market in general (Mitrofanov, 2016; Zvonova, 2017).

2. Problem Statement

A distinctive feature of the development of the modern financial market is the active penetration of
digital technologies into the processes taking place in it. Qualitative and quantitative aspects of the
tendencies in the process of development of the bond market are determined by the level of its

digitalization (Table 01, Figure 01).

Table 1. Qualitative and quantitative characteristics of the main tendencies in the current bond market
development

Trend Reason/Necessity Characteristic

Qualitative aspect of tendencies in the bond market development
Blockchain (Gorbunova, 2020; Kornilova,
2019; Lukasevich, 2018), RegTech
Technologies, SupTech. Authentication
system, Cloud technologies, Remote
identification. Artificial intelligence
(Tropin, 2020) and others.

The desire of professional market
participants to ensure the minimization
of costs associated with servicing their
clients, access to banking and financial

services for the general public

The computerization
of the bond market

The innovations in the

The diversification of

instruments: bond and
derivative financial
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bond market

stock market

instruments

The process of
securitization

The need for compliance of activities
aimed to create conditions for investors
to carry out transactions with bond on
the global level
The necessity to provide financial
stability and transparency of the
bond market in general

The need to provide institutional and
private investors with the opportunity
to form a more optimal risk / return
ratio of a portfolio of bond

The need to involve the general
population in the processes of financing
economy, investment processes

The use of online registration service for
new clents;

The modernization of the technologies for
the clearing and depository activities in the
stock market;

The partner channels use;
Providing bidders with information flows
Structured bonds;

Unlimited FLB;

FLB with a variable coupon (FLB-VC) of
a new format;

Russian federal Eurobonds;
federal bonds futures.

High rates of transformation of household
savings into bond
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A significant increase in the share of
foreign shares in the portfolio of Russian

The integration with The use ofa spor.lsored access .Sfarvi.ce . investors;
the stock markets of pr0v1d1ng unlmpted opportunities in T_he preflomlnance of the share of non-
other countries transactlons.wr[h bo.n.d for clients — residents in the share market of the largest
trading participants

companies;
increase in the share of non-residents in
the government bond market
Quantitative aspects of tendencies in the bond market development

The growth of activity The need to involve free funds of the The growth in t.he share of 1nd1V1du.als;
in the bond market by . Low share of insurers, non-financial
. . population in the market . .
a private investor agencies and investment funds
The growth of the Against the backdrop of monetary The main investors in corporate bonds are
government and olicy easin, banks
corporate bond market poncy &

The development of
certain segments of
the stock market that

. . The increase in the need for financing The circulation of Russian and
provide financing for

. projects aimed to protect the international bonds in various segments
companies . " "
. . environment (" green " bonds, etc.)
implementing large
socially significant
projects

COMPUTERIZATION OF THE BOND MARKET (FINANCIAL MARKETS)

the improvement of the quality of customer service of . . ..
. . the creation and modernization of digital
the stock exchange using projects based on modern IT . .
latforms technologies serving the processes of
p concluding transactions with bonds and
derivatives

the use of a new service for online \%

registration of new clients the access to trading through remote networks
of operators, international points of presence
L. . in financial centers — London, New York,

the modernization of the technologies for the Chicago and Frankfurt am Main;
implementation of clearing and depository activities in the Middle East and Asia — in Hong Kong,

!— 1 Singapore etc.

The increase in the opportunities to enter international stock
markets;

The expansion of the possibility of arbitrage transactions in
the derivatives market and effective portfolio investment

OTHER TENDENCIES IN THE BOND MARKET DEVELOPMENT

. = s =

the diversification of stock market tools

the development of individual
segments of the stock market

Figure 1. Computerization and other main tendencies in the modern bond market development

The consideration of the trend of computerization as dominant in the bond market is associated
with that:
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i Today the implementation and application of digital technologies determine the vectors
for the development of other tendencies affected by this research (innovations,
securitization, diversification of stock market instruments etc.);

il. The identified qualitative and quantitative aspects of the tendencies in the development of
the bond market are closely interconnected. They are interdependent and naturally
integrated into the processes of computerization.

The involvement of a private investor in investment processes through the introduction of digital

technologies implies the need to choose a more efficient option for investing money that ensures the

accumulation of savings and their protection from inflation.
3. Research Questions

The works of many Russian and international scientists are devoted to the study of the use of
digital technologies. First of all, the results reflect the impact of digital technologies on the banking
sector. The main results and conclusions of the conducted studies are the following:

1) Banking institutions are becoming more predictable (Lakew & Azadi, 2020);

2) Internet banking simplifies the procedure for entering the market (Baabdullaha et al., 2019;

Gorbunova, 2020; Kornilova, 2019; Solovyov, 2015; Yiuab et al., 2017)

3) The use of blockchain technologies ensures that financial isolation is overcome (Schuetz &
Venkatesh, 2020);

4) Digital technologies significant affect the investment decisions of banking clients (Pousttchi &
Dehnert, 2018), the quality of the relationship between a customer and a provider of a financial
services (Lang & Colgate, 2020), the competitiveness and structure in financial services
industries (Claessens et al., 2002).

Nowadays, economic science has the results of the studies on the level of influence of digital

technologies on the parameters of the financial market development, integration processes, investment

preferences of investors, transaction costs etc.
4. Purpose of the Study

At the same time results of the application of digital tools, their effectiveness in terms of the
expansion of the opportunities for private investors to invest their own capital and earn additional income
through operations with bond (shares) and risk diversification are not sufficiently consecrated. The issues
associated with the assessment of the level of influence of digital techniques on the changes in the
investment preferences of a private investor deserve attention. This allows identifying the most effective
factors for the increase in income from investments in financial assets. Based on this, the purpose of this
research is to identify the most effective factor in the increase of income from investments in financial
assets through individual investment accounts based on a comparative assessment of the correlation
between performance and factor indicators that characterize various types of property income at the

federal and regional levels and assets on individual investment account (IIA).
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5. Research Methods

Due to the digital technologies development that allow working with individual investment
accounts (ITA), the stock market is augmented by a record number of new private investors investing free
cash in bond. Against the background of the maximum interest rate declining for the period January, 1,
2015 — January, 1, 2020 for the ten largest banks in Russia from 15.325 % to 5.927 %, the possibility to
obtain the integration with online services and mobile applications and tax deduction are important
advantages of IIA. It is confirmed by the rapid increase in their quantity (more than 4 million as of May 1,
2021) and turnover on them (over 714 billion rubles from the beginning of 2021). For 6 months in 2020,
more than 1.8 million IIAs were opened (Figure 02). The turnover on I1As exceeded 1.4 trillion rubles, in
the structure of turnover, 85.6 % were shares transactions, 10.1 % —bonds transactions, 4 % —exchange-

traded funds transactions.
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Legend: compiled by the author based on: Official website of the Central Bank of Russia. Access mode:
https://www.cbr.ru

Figure 2. Dynamics of the number of individual investment accounts opened with credit and non-
financial organizations in Russia, thousand units

In the structure of income of a private investor from property for the period 2015-2019 there have

been changes in the direction in Russia as a whole and in the Chechen Republic (Figure 3)

02 0,1
29,1 L

684 60,8

Dividends 0 Dividends

o Interest on deposits o Interest on deposits
Paslfmint (l))f H;COIDE on government Payment of income on government
and other bonds and other bonds

Legend: compiled on the basis of: Cash income and expenditure of the population in 2018-2020. M.: 2022.
Statistical Bulletin. Access mode: https ://rosstat.gov.ru/compendium

Figure 3. Structure of property income in Russia as a whole and the Chechen Republic in 2020
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1) The increase in the share of dividend income: in Russia: from 58.5 to 68.4 % and in the
Chechen Republic: from 21.3 to 38.7 %;
2) The reduction in the share of interest accrued on bank deposits, which occupied the largest
share at the beginning of the studied period both in Russia as a whole and in the Chechen
Republic: from 40.2 to 29.1 % and from 76.1 to 60.8 %, respectively. However, in the Chechen
Republic, the predominant share of this income in the total amount of property income
remains;

3) The reduction in interest income from government and other debt bond both in Russia as a

whole and in the Chechen Republic in general: from 0.3 to 0.2 % and from 1.2 to 0.1 %.

In order to determine the most effective factor in the increase in income from investments in
financial assets through individual investment accounts. The assessment was made of the correlation
between performance and factor indicators which describe property income in the Russian Federation as
a whole and the Chechen Republic, various types of income from investments in credit organizations and
valuable bond, as well as assets on IIAs, in the form of shares, cash on deposits and debt bond. The

obtained correlation coefficients are shown in Table 02.

Table 2. Correlation coefficients, property income and assets on ITAs for Russia as a whole and the

Chechen Republic
P?rfqrmance Factor indicators Russia Chechen Republic
indicators
Dividend Income -0.29 Reverse weak -0.14  Reverse weak
Income from Interest accrued on bank deposits ~ 0.82 pronounced -0.25  Reverse weak
property Interest income on state. and other ) o onSDicUOw 058  conspicuo
debt bond . conspicuous . onspicuous
Dividend Assets on I As in shares strongl reverse
. Number of ITAs: (Chechen 0.94 sy -0.50 .
income . pronounced conspicuous
Republic)
Interest accrued ITAs assets in cash and deposits strongly

Number of IIAs: (the Chechen 0.99 0.96 pronounced

on bank deposits Republic) pronounced
. ITAs assets in government and
Interest income on municipal bonds reverse inverse
state. and other Number of ITAs: (the Chechen -0.91 strongly 0.7 expressed
debt bond expressed,

Republic)

Legend: Compiled based on research results.

6. Findings

The assessment of the correlation dependence between the studied indicators shows that the factors
of formation of property income in Russia as a whole and the Chechen Republic have common
characteristics:

1) the weak relationship between the change in dividend income and in property income change;

2) the presence of a noticeable relationship between changes in state income and other debt bond

and property income;

3) the inverse (negative) pronounced relationship between state income and other debt bond and

assets in state and municipal bonds on IIAs (the number of IIAs) may indicate:
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e investments in state and municipal bonds aimed at their resale and quick profits. According
to the results of the study it leads to the increase in assets in cash and deposits on I1As;
e the use of corporate bonds of residents in IIAs as an instrument that brings a constant
interest income, the volume of investments in which, according to the latest data, is more
than 40 billion rubles in Russia as a whole. This is also evidenced by the determined

noticeable correlation between the indicator of total property income and state interest

income and other debt bond.

7. Conclusion

The distinctive feature of the relationship between the studied indicators for the Chechen Republic
is weak relationship between property income and interest income on bank deposits. While the correlation
coefficient between the number of IIAs and income accrued on bank deposits is 0.96. Taking into account
this weak dependence of income from bond on changes in the number of IIAs (Demilkhanova et al.,
2020), we note that IIAs are used by investors of the Chechen Republic for bank deposits. This means
that income from investments obtained due to the use of digital investment channels is still generated
through transactions in the banking services market, and investments in bond are made mainly through
brokerage accounts.

Thus, a comparative and generalized assessment of the level of digital technologies that allow
investing equity through individual investment accounts makes us conclude that:

1) the necessity to increase assets, expressed in the form of state and corporate debt instruments,
as the most effective factor in the increase in the income of private investors from property at
regional and federal levels;

2) the indirect positive impact of tax incentives embedded in IIAs, which contributes to the

increase in assets in the form of cash and deposits.
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