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We have almost the same price of attraction in currencies 

	  

Denis Ivanov the Deputy Chairman of the Board of the International Investment 
Bank talked in an interview to Trading Russia about the twists and turns of the debut on the 
bond market for an issuer with a status as an international financial organization. 

	  

Olga Voitova	  – IIB wa     IIB was founded in 1970 by the member states of the former Council 
for Mutual Economic Assistance (CMEA). At present the members of 
the Bank are – the Republic of Bulgaria, the Socialist Republic of 
Vietnam, the Republic of Cuba, Mongolia, Romania, the Russian 
Federation, the Slovak Republic and the Czech Republic, The Russian 
Federation is the main shareholder (58%). The book building of the loan 
will take place on April 24-25, 2014. The amount of the issue of bonds 
of the series 01 is RUR 2 bln. The benchmark of the coupon is 10-10, 
25% per annum, which corresponds to 1, 5 year firm offer at the rate of 
10, 25-10, 51 % per annum. The rate is fixed for the entire term 
treatment. 
	  

Olga Voitova	   Good afternoon. Thank you for joining us. 
	  

Denis Ivanov	    Olga, thank you for the invitation. 
	  

	  

New Strategy 

Olga Voitova	         Mr Ivanov, as we are talking today about the debut issuance of the 
Bank on the bond market, my first question is: why didn’t IIB 
previously issue bonds? Why have you decided to enter into a market 
today in such complicated conditions? 
	  

Denis Ivanov	   	  	  	  	  	  	  Earlier the Bank didn’t have such a necessity to issue bonds. In the 
past years IIB didn’t operate actively, and in actual fact, lived on its 
own capital. In 2012 a renewed strategy of the Bank’s development was 
accepted up till the year 2017. The Bank faces new aims on the 
significant increase of the credit-investment portfolio, the increase of 
the contribution to the economies of the Member States. Although last 



year the Bank began to develop its credit activities, the capital 
adequacy is still above 100%. We have transformed IIB into a modern 
multifunctional institution for development and intend to use its 
potential more effectively for our members through the borrowings. 

 
     The decision to register the issuance was accepted earlier in 2013. 
The preparation and the registration of the bonds took some time. We 
are committed to follow our plans, the tasks to increase the credit 
portfolio set by our shareholders. It is also important to accept the fact 
that IIB is an international financial institution (IFI) with a relevant 
unique status and immunity with the support of all its shareholders, 
including the EU countries with more than 40% of the paid-in capital of 
the Bank. Thus, the current geopolitical situation affects us to a less 
degree. We consider this issuance as our contribution to the 
development of the internal ruble market. The appearance of the new 
IFI on it is a milestone event. 

 
     On the other hand, we are interested in the attraction of the rubles as 
well as foreign currency resources (euro is the currency of our balance 
sheet). In the current situation the attraction of rubles by usage of such 
instruments as a currency swap will allow to attract the financing by the 
attracting rate. 
	  

	  

The market demand from the Banks side 
 

Olga Voitova	   From which players can the highest market demand be seen? How 
do you expect the bonding book to be distributed? 
	  

Denis Ivanov	  It’s n   It’s not a long time since the beginning of the pre-marketing, 
although, we can see a significant interest from the Russian investors. 
We consider that the main marketing demand will be from the banks 
and also investment and managing companies. The significant interest 
from the banks is stipulated by the high credit quality of the issuer as 
well as the low burden on the capital on the investments of such type. 
	  

Olga Voitova	   Do pension funds participate in the issue? 
	  

Denis Ivanov	        We expect the participation of a number of managing companies 
and assume that in the future there will be more of them. As we know, 
the Ministry of Finance of Russia has prepared and submitted for 
consideration a draft Decree of the Government of the Russian 
Federation which states that IIB will be enlisted in IFO, in the 
securities of which the pension savings can be placed. 



	  
Nikita Pavlov	       Good afternoon. Can we compare IIB with the IFC issuer? What are 

the similarities and what are the differences? 
	  

Denis Ivanov	         Certainly. IIB has the same status of an international financial 
organization and relevant immunities. For the realization of this 
issuance we needed a special Decree of the Government of the Russian 
Federation (accepted in May, 2013) in accordance to which IIB will 
become an international financial organization, the securities of which 
can be placed and circulated in the Russian Federation. Of course IIB 
differs from that of the IFC by the structure of participants. We have 
tight relations with IFC in different directions. We have participated 
jointly in a number of syndicates. In January of this year IIB has joined 
the Master Cooperation Agreement under the aegis of IFC, which also 
includes 19 leading development banks. 
	  

Olga Voitova	              Why are there so many projects in Mongolia in the credit portfolio 
of   IIB?  Will there be a more balanced distribution next year? 
	  

Denis Ivanov	         At present the market of Mongolia is actively developing and 
allows having more significant profitability of the credit portfolio in 
comparison with the countries of Central and Eastern Europe and even 
Russia. For the formation of the revenues part of the portfolio (a 
conservative approach to the risk rating) IIB has successfully 
consummated several transactions in Mongolia where in syndication 
with other international institutions for development (IFC, EBRD, 
FMO) financed the development of the SME through the leading 
Mongolian banks. 
      It is important to note that as of the end of March the share of 
Mongolia in the total amount of the credit portfolio decreased to 37% 
due to the increase of the credit portfolio in the amount of Euro 36 mio 
and the successful realization of projects in the other Member States (in 
particular Romania, the Republic of Bulgaria and the Russian 
Federation). In the future the credit portfolio will be distributed in a 
more balanced way. 

 
	  

The credit portfolio will increase 

Olga Voitova	   How will the attracted funds from the bond issue be distributed? 
	  

Denis Ivanov	   In the mid-term perspective all the funds will be used for the credit 
activities. Although, it is evident, that credit activities are not going 
simultaneously. Consequently part of the resources will be placed in a 
short-term period in safe marketable securities of the blue chips with 
the fixed income for the efficiency preservation. In accordance with 



the strategy of IIB, a significant increase of the credit portfolio is 
planned: from Euro 150 mio to Euro 320 mio by the end of 2014 and 
Euro 800-1000 mio going by the results of 2017. 
	  

Denis Ivanov	        Short-range plans on the increase of the credit portfolio completely 
covers the amount of placement: at present we are working out and 
analyzing five projects with a combined total amounting to more than 
Euro 80 mio, including three projects on the support of SMEs, 
transaction on the project financing and project on the financing of 
export-import operations. 

	  
Olga Voitova	        What are the advantages of holding your securities? Why do you 

operate in rubles? How much cheaper is it? 
 

	  
Denis Ivanov	        I have already emphasized the unique status of IIB as an 

international financial institution and at present it allows the investors 
to feel at ease. Investment rating allows us to expect a large number of 
investors and a certain level of liquidity.  
By calculating the capital adequacy ratio (H1), established by the 
Central Bank, the bonds of IIB have a lower burden on the capital. As 
we know, the calculation of assets, estimated by the risk level, 
depends on the method of the record of bonds of the bank’s balance 
sheet and in our case it is 20% or 28%. It should be noted that 
sometimes corporate bonds of the Russian issuers even if they have an 
investment rating obtain risk weighted assets of 100%. In the current 
situation of the inadequacy of the capital of a number of banks such a 
factor is the determining one. 

 
     As I have already said, IIB is interested in attracting foreign 
currency. And as the profitability grew so did the rate of the foreign 
currency swap grew and as a result we have practically the same cost 
in foreign currency. We are still planning to use part of the attracted 
resources for financing in rubles, but now we will probably direct 
more resources to swaps than we had planned previously. 

	  
Nikita Pavlov	        Today how do you incorporate in the Russian banking system? 

How do you manage your temporarily available liquidity? 
	  

Denis Ivanov	        First of all, IIB doesn’t have a banking license and is not subjected 
to the Central Bank of the Russian Federation, as well as to the other 
regulatory authorities in the other countries.  However we actively 
cooperate with the Central Banks of our Member States. We develop 
relations with the Russian banks in the sphere of their financing, the 
joint support of the SMEs and also work on the    financial markets. 

   Temporarily the available liquidity we place in high-level marketable 



securities with fixed profitability: 32, 6 % is on the securities with a 
rating not lower than A 56, 6 % -BBB. 
	  

	  

The market demands premium. 
 

Olga Voitova	        Recently an auction sale of the federal loan bond didn’t take 
place. The AHML places bonds at the rate of 9, 6%. 
Vneshekonombank couldn’t sign a syndicate on the West. What are 
your feelings towards the bonds market of today? 

	  
Yury Novikov	        I think it will be fair if I answer on behalf of the lead managers. At 

present the situation on the market is very complicated. Successful 
placement of the AHML and also a number of other offers which 
some issuers have successfully passed proves that the market favors 
the bonds of the issuers of high credit quality, ready for some 
premium. 
	  

Denis Ivanov	        I agree with our lead managers. Once more I would like to 
emphasize the international status of IIB which differs us from the 
Russian issuers. 
	  

Olga Voitova	          Officially the interview times has come to an end, thank you 
very much, colleagues, good luck with the book-building. 
	  

Denis Ivanov	   Thank you very much! 
	  

	  


