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SBERBANK SERBIA AT
KOPAONIK BUSINESS FORUM
n March, representatives of Sberbank
Serbia attended Kopaonik Business
IForum,
the most prestigious business
event in Serbia. The event focused on fiscal consolidation and included several
panel discussions. Marijana Vasilescu,
CEO of Sberbank Serbia, took part
in the panel on the development of a
cashless society in Serbia. Ms. Vasilescu talked about obstacles preventing
the country from making the transiti-

on to a cashless society and highlighted Sberbank Serbia’s projects involving cashless technology, such as the
“Super Card” partnership and “Together
on the Road”, a joint project with NIS
Gazprom Neft. Serbia's most respected economists, politicians, diplomats
and journalists have been attending the
Kopaonik Business Forum since its inception in 1994. This year’s event registered a record of 1,000 participants.

SBERBANK SLOVENIA HAS THE BEST MOBILE WEBSITE
or the 12th consecutive year, the
Slovenian company E-Laborat anaF
lyzed the Slovenian banking industry's
digital presence. Websites, mobile
sites and online banking apps were
evaluated for content, functionality,
and how well they are customized to
users’ habits, expectations and experience. Sberbank Slovenia received the
maximum score and was ranked first
in the mobile websites segment. The
bank also ranked second in the category of desktop websites, with a total
of 63 points.

SBERBANK BANJA LUKA OBTAINED
“ICERTIAS” CUSTOMER’S FRIEND
CERTIFICATE
berbank a.d. Banja Luka is now officially a “Friend of Clients” according
S
to the Customer's Friend Certification
awarded by the International Certification Association (ICERTIAS). ICERTIAS recognizes legal entities that have a high
quality relationship with and provide

2

superior service and support to their
customers, employees and business
partners. Sberbank Banja Luka is the second bank within the Sberbank Europe
Group to be recognized by ICERTIAS
after Sberbank Serbia, which obtained
the award at the beginning of 2017.

NEWS ROUND-UP

eTORO ENTERS CZECH MARKET WITH
SUPPORT OF SBERBANK EUROPE
he world’s leading social trading
and investment network eToro is
T
expanding into the Czech Republic
with the support of Sberbank CZ.
Operated by eToro (Europe) Limited, eToro is a unique social trading
platform encouraging its users to
interact, discuss trading strategies
and copy successful investors using
its patented CopyTrader technology.
The platform has now been translat-

ed into Czech, giving investors in
the Czech Republic access to 1,200
trading instruments including equities, ETFs, currencies, commodities,
indices and the world’s largest cryptocurrencies, plus an option to discuss trading strategies with eToro’s
community of investors from around
the globe. eToro numbers more than
nine million registered users across
170 countries.

berbank Europe is pressing ahead
with the automation of its banking
S
processes. In 2017, Sberbank Croatia

SBERBANK
EUROPE
FOSTERING
ROBOTIZATION

successfully implemented several automated solutions, including integration of the loan workflow application.
Recently, Sberbank CZ added a number of tasks performed by its “staff”
robot. Currently, “Standa” the robot
is capable of performing many standardized tasks like processing of
loan applications, drafting loan agreements, drawing loans, authorizing FX
deals, and opening and closing accounts. The Sberbank robots have
been a great help to their human
colleagues, saving the latter many
hours in order to focus on more
sophisticated tasks.

SBERBANK CZ CELEBRATES
GLOBAL MONEY WEEK
uring Global Money Week 2018,
Sberbank CZ organized an interacD
tive session for first-graders at its Wenceslas Square branch in Prague. The
kids were taught basics about how a
bank works and how to use their pocket
money smartly before being presented
with “Junior Banker” certificates. “We
believe it is important to develop basic

budgeting skills at a young age. This
interactive lesson gave the kids a fun
introduction to the world of banking,”
explains Sberbank CZ PR Manager
Radka Černá. Global Money Week is
a global money awareness event that
takes place every March, focusing on
financial inclusion and engaging children in learning about finance.
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Going
International!
EU
SEE

DE
CZ
SK
AT

T

he economy in our core
markets is doing better
than it has for a long time.
The global upswing continues, and the European economy is
keeping pace with the trend. Here at
Sberbank Group we have used this
favorable economic climate to put our
house in order and get ourselves fit for
the future. Over the past year we have
enhanced the quality of the management teams of our Group banks at all
levels and developed a clear business
strategy. We have opted for a policy of
selective growth in all customer segments and are investing in the digitalization of our business model. Our
prime focus is on customer benefit,
because this is the only way we can
create added value for you, our cus-
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EDITORIAL

time the focus of our reporting is on
Kazakhstan, where the economy is
also currently benefiting from the conducive external environment. President Nursultan Naserbayev also means
to put a strong personal stamp on developments in Central Asia's largest
state, however, and has put forward
a plan comprising 100 concrete measures intended to catapult Kazakhstan
into the ranks of the world's leading
economies by 2050. With Kazakhstan
being a key partner in China's New Silk
Road initiative, his chances of succeeding look good.
The opportunities that will open up
from the country's integration into the
Eurasian Economic Union are considerable, and Sberbank Kazakhstan – which
in 2006 was the first step in the international expansion of Sberbank of Russia
– is busy leveraging them. This is already
evident from the fact that Sberbank
Kazakhstan offers its services in five
languages: Kazakh, Russian, English,
Turkish and Chinese. The Kazakh subsidiary has also set up an International
Desk with the capacity to service over
a thousand international corporations.
There's certainly plenty of progress
afoot in this Central Asian republic.

tomers. Delivering this while remaining
as effective and efficient as possible is
in any case part of the standard repertoire of our management team.
Despite all these positive developments, we still have to keep an eye out
for potential dangers that can swiftly
exert a negative impact. At the start
of the year we registered some turbulence on the financial markets and an
associated increase in volatility. The
element with the potential to place a
much greater strain on the real economy, however, are the tendencies
that could evolve from a combination
of tighter sanctions and protectionist
measures on the part of the US government. It is crystal clear to us how fragile a perfectly solid-looking economy

can be. The very specific negative impacts on a number of individual corporations and sectors could quickly
transmit the mood of uncertainty to the
industry as a whole, thus detracting
from the otherwise buoyant economic
environment.

Last but not least, I'd like to draw your
attention to our interview with Rudolf
Lukavsky, the Austrian Economic Delegate for Russia. The potential afforded to companies by the expansion of
Russia's infrastructure under the Silk
Road initiative, or major future projects
like the Nord Stream 2 pipeline, for instance, is immense, and just waiting to
be exploited.

It is to be hoped that global economic
cooperation will not suffer any major
setbacks. More than ever, we are feeling how closely interlinked we all are in
the end and how business in our core
markets is dependent on geopolitical
decision-making.

We'd be delighted to partner you in
making the most of that potential.
Sberbank Europe looks forward to
providing you with advice and support
for your business activities in all the
many areas covered by our large banking group.

Fittingly enough, this issue of SberTime
once again showcases the huge and
varied spectrum of markets in which
the Sberbank Group operates. This

In this spirit I remain, yours sincerely,
Gerhard Randa
CEO Sberbank Europe
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Financial Results 2017
Sberbank reports net profit of
RUB 748.7bn (€10.9bn)
for 2017
8

SBERBANK

O

n 1 March 2018, Sberbank
released its annual consolidated IFRS financial statement for the financial year
2017, with audit report by PricewaterhouseCoopers. The annual net profit
of Sberbank reached €10.9bn, (RUB
748.7bn) showing an increase of 38.2%
compared to 2016.

Financial Highlights of
Sberbank (Group) 2017

Net profit reached RUB 748.7bn, up
by 38.2% compared to 2016.
Earnings per share (EPS) came in at
RUB 34.58, up by 38.3% compared
to 2016.
Annualized return on equity (ROE)

reached 24.2% p.a., compared to
20.8% a year ago.
Annualized return on assets (ROA)

reached 2.9%, up from 2.1% a year
ago.
Net fee and commission income grew
12.9% y/y to RUB 394.2bn, driven by
bank card transactions.
The gross loan portfolio increased

by 6.6% in 2017 to RUB 19.9trn,
with retail loans growing by 13.6% to
RUB 5.7trn, led by mortgage portfolio
growth of 16.0% for the year.
The Group’s common equity Tier 1

capital adequacy ratio under Basel III
standard reached 11.4% by the end
of the year, up 120 basis points.

The Q4 2017
Financial Highlights

The Group Q4 2017 net fee and commission income came in at RUB 118bn,
up by 21.1% from the same period

a year ago. The main drivers of this
growth were bank card transactions,
which net of applicable costs increased
by 32.8% in 4Q 2017 y/y.
Total gross loans increased by 2.0% to
RUB 19,891.2bn in Q4 2017 as compared to Q3 2017. The increase was
due to growth in retail loans (up 5.4%
q/q), which was led by robust mortgage
portfolio growth (up 7.3% q/q). The corporate loan portfolio increased by 0.7%
as compared to Q3 2017, marked by
refinancing activity. The client deposits
portfolio increased by 3.4% in Q4 2017,
with strong inflows of funds to corporate and retail deposits (+0.5% q/q and
+4.9% q/q, respectively).
The total NPL portfolio came down by
5.8% to RUB 836.4bn during Q4 2017.
The NPL ratio decreased to 4.2% in Q4
2017 as compared to 4.6% in Q3 2017,
while coverage of the NPL portfolio by
provisions improved to 167.8% during
the quarter.
Sberbank’s total equity increased by
5.2% to RUB 3.4trn in Q4 2017 relative
to Q3 2017, primarily as a result of retained net profit. The total capital under
Basel III standard increased by 4.3% to
RUB 3.8trn in Q4 2017, again mainly as
a result of retained net profit.
The common equity Tier 1 capital
adequacy ratio increased by 40 basis
points to 11.4% during Q4 2017,
while the total capital adequacy ratio
(Basel III) increased by 30 basis points
to 13.0% in Q4 2017 as compared to
Q3 2017.
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Sberbank Europe:
Steep growth in Retail loan volume,
turnaround in Hungary and balance
sheet clean-up driving performance
in 2017
The highest profits within Sberbank
Europe Group were generated by the
subsidiaries in the Czech Republic
(€16.1m) and Serbia (€6.6m). All other
banks, besides the Croatian subsidiary (-€21.5m) due to a one-off effect,
reported a profit (Slovenia: €3.0m,
Bosnia: €2.8m, Banja Luka: €2.8m,
Hungary: €1.3m). The Retail segment as the main pillar of Sberbank
Europe’s business grew significantly
in 2017. The active retail customer
base (excluding the Ukrainian subsidiary) increased from approximately
634,000 to around 654,000 (+3.2%).
The gross Retail loan volume continued to increase substantially (+14.3%
y-o-y), reaching €3.4bn at YE 2017.
Sberbank
Europe
demonstrates
a healthy and sustainable capital
base, with an increased CET 1 ratio
of 17.3% (compared to 15.4% at YE
2016), comfortably meeting all regulatory requirements. The total capital

ARNDT RÖCHLING
CFO OF SBERBANK
EUROPE
“Sberbank Europe
closes the financial
year 2017 with a
positive net result
in almost all our
subsidiaries in Central
and Eastern Europe. I am particularly
satisfied that Sberbank Hungary has
achieved a turnaround, recording a net
profit for the first time since acquisition
in 2012. At the overall Group level, we
are continuously improving our asset
quality and have grown our net fee
and commission income based on the
increase of our Retail loan volumes and
our client base in our markets. With
the necessary one-off effects in 2017,
Sberbank Europe is ready for further
growth of its healthy and sustainable
assets ”

10

adequacy ratio stood at 21.3% (compared to 19.0% at YE 2016). In 2017,
the international rating agency Fitch
affirmed the Long-Term Issuer Default
Rating (IDR) at BB+ as well as the
standalone Viability Rating of Sberbank Europe AG at b+, with a ‘Stable’
outlook. The main rating drivers were
a solid level of capitalization, a strong
funding and liquidity position as well
as a sound self-funding strategy.
Sberbank Czech Republic (Sberbank CZ, a.s.) increased its net profit
by 60% to €16.1m. The increase was
driven by the improvement in interest
income, higher commission income
and FX hedging gains as well as the
stable quality of the loan portfolio,
supported by the overall positive
market conditions. Sberbank CZ recorded a significant increase in retail
lending (+33%), mainly due to higher
demand for mortgage and consumer
loans.
Sberbank Serbia (Sberbank Srbija
a.d. Beograd) doubled its net profit
from €3.3 m in 2016 to €6.6m in 2017.
The growing customer base, asset
quality improvement, a significant
increase in transaction business and
fee income together with flat operating expenses were the main drivers
behind the improved result. Based
on its successful partnership with
NIS Gazprom Neft and the region’s
largest retail loyalty program “Super
kartica”, Sberbank Serbia focused on
continuous development of its Retail
services and customer experience.
Based on strict cost management
combined with a strong focus on Retail and SME lending, Sberbank Hungary (Sberbank Magyarország Zrt.)
has turned profitable for the first time
since the acquisition of VBI by Sberbank in 2012. The Hungarian subsidiary made the highest contribution
(€5.2m) to the improvement in net
commission income. The country’s
positive economic development and
the recovery of the real estate market
together with a cautious risk appetite
and strong workout efforts resulted in
a lower NPL ratio and lower risk provisions in 2017.

Sberbank Croatia (Sberbank d.d.)
reported an increase in net interest income of 1.7% as well as an increase
in net fee and commission income
of 6.5% in 2017 y-o-y. Positive developments in operating income were
counterbalanced by an increase in
risk provisions. Operating expenses
remained relatively flat compared to
2016.
Sberbank Slovenia (Sberbank banka
d.d.) registered a decrease in net interest income driven by ongoing pressure on interest rates and negative
bond yields. An increase in operating
expenses (6.4% y-o-y) was mainly
driven by higher staff costs and IT
costs. The bank managed to bring
down its risk provision charge due to
a reduction in the NPL ratio and im-

RUBRIK XXX

Sberbank Hungary
has achieved a turnaround, recording
a net profit for the
first time since
acquisition in 2012

provement of the overall quality of its
loan portfolio.
Sberbank Bosnia & Herzegovina
(Sberbank BH d.d. Sarajevo) registered a slight increase in net interest
income compared to 2016. The rise
in net fee and commission income
was mainly driven by commission income from payments, accounts and
card operations. Administrative costs
remained relatively flat compared
to 2016. Higher risk provisions were
driven by an increase in NPL provisioning and an increase in unsecured
retail lending (consumer loans).
Sberbank Banja Luka (Sberbank a.d.
Banja Luka) reported a slight increase
in net interest income as well as net
fee and commission income on the

back of a growing customer base and
stronger sales efforts in all business
segments. An increase in risk provisions was mainly driven by an increase
in unsecured retail lending (consumer
loans). A slight increase in costs was
driven by higher staff costs and an increase in IT expenses.

Outlook for Sberbank Europe
in 2018:

timizing its operational efficiency. In
February 2018, Sberbank Europe set
its next Retail milestone by starting
to offer online loans to customers of
Sberbank Direct in Germany. Within
its Corporate business, Sberbank Europe plans to strengthen its transaction banking and trade finance business, establishing itself as the go-to
banking group for Austrian and CEE
companies doing business in Russia/
CIS and across the CEE region.

Supported by the solid macroeconomic forecast for Central and Eastern Europe, Sberbank Europe plans
to further grow its customer base by
focusing on competitive and accessible lending and saving products as
well as attractive partnerships, while
strengthening and improving its digital proposition and continuously op-
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Kazakhstan: Escaping the
middle-income trap?

K

azakhstan has maintained
its position as runner-up
behind Russia since the
dissolution of the former Soviet Union (fSU). Although the
country's dependence on international
energy price developments is high, the
development of GDP per capita has
been relatively smooth compared with
Russia and Azerbaijan. A sizeable oil
fund equivalent to about one half of
GDP has helped to offset negative external shocks.

Economic activity as measured by
GDP can be expected to continue with
growth rates of at least 3%, mainly
driven by exports and public infrastructure projects. Private consumer
spending is suffering from shrinking
real income due to high inflation in the
wake of earlier currency depreciation.
Some temporary relief is provided by
consumer loans, lower savings and
government transfers.

Higher oil prices help
the economy to grow

A comparison with Poland shows that
economic development in Kazakhstan
(like in Russia, Azerbaijan and Mongolia) is much more volatile (see Figure 1).
The reason for this is the volatility of
international energy prices, which can
undergo multiple fluctuations within a
few years. The only way out is to put
more emphasis on the development
of domestic drivers of growth. A World
Bank Survey identifies better opportunities for entrepreneurial activity as
the most important issue for shared
economic prosperity. However, this will
be difficult to achieve without reducing
the extent of government intervention
in the economy, including the financial
sector. After privatizing small companies in 2017, the government plans to
start a major privatization program covering larger companies in 2018.

Current economic developments are
benefiting from a positive external
environment. Most important in the
short term is the increase in crude oil
prices, which is helping to stabilize the
exchange rate and moderate inflation.
Furthermore, government revenues
are growing on the back of energy export revenues and reducing external
borrowing or the depletion of the oil
fund, thereby strengthening investor
confidence. Additional oil production capacity (Kashagan and Tengiz
oil fields) is finally coming on stream
and the economy of Kazakhstan’s big
neighbor Russia is doing better than
expected, providing a benign environment for exports to Russia, which were
very dynamic in 2017.
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Reducing the dependence
on oil revenues is crucial

KAZAKHSTAN

KAZAKHSTAN (2016)
Population (m): 

17.9

GDP (USD bn):

137.3

GDP per capita, USD:

7,714.8

Government:
President:
		

Nursultan Abishevich
Nazarbayev

Prime Minister: Bakytzhan Sagintayev
	Minister of
Finance:

Bakhyt Sultanov

Central
Bank Governor: Daniyar Akishev
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The president has launched a plan
comprising 100 concrete steps designed to lift Kazakhstan into the top
30 economies by 2050. The main
areas for action concern the creation
of a modern and professional civil
service, ensuring the rule of law, industrialization and economic growth,
fostering a unified nation for the future,
and establishing transparency and
accountability of the state.
Among economic policies, the modernization of the financial sector,
upgrading of the education system,
prioritising comparative advantages
in agriculture and food industries, establishing a competition-friendly regulatory environment and providing an
efficient framework for goods transit
from Asia to Europe in the context of
the Chinese Silk Road Initiative could
significantly lift potential growth.
The macroeconomic policy environment combines exchange rate flexibility with a stability-oriented monetary
and fiscal policy. Policy rates are on
a cautious downward trend, in line
with the moderate pace of disinflation.

Fiscal policy combines financing ambitious modernization and infrastructure
projects with low government debt by
prioritizing investment.

Total imports grew by only 16%, reflecting the diversion of trade towards
the Eurasian Economic Union.

The Silk Road offers
new opportunities

The Eurasian Economic Union
generates stability in economic relations with Russia

Kazakhstan is an important partner for
China’s Silk Road Initiative, which was
launched in 2013 in Astana by president
Xi Jinping. Major transport infrastructure
projects are under way, and the border
rail terminal in Khorgos is increasing its
capacity. Transit volumes are growing
and the potential benefits of joining
global value chains are significant, especially since opportunities exist in both
directions to and from China.

Kazakhstan is the biggest land-locked
economy in Central Asia and far away
from high-income markets and suppliers of processed goods, with the
exception of Russia. Workable institutional arrangements for foreign trade
in processed goods with Russia are
therefore very important for sustainable economic development. The Eurasian Economic Union provides a stable regulatory environment for trade
with Russia and contributes to positive economic sentiments. Accession
to the World Trade Organization will
further consolidate these gains.

A precondition for the realization of
these benefits is to make sure that the
ongoing broad-based reform measures establish a competition-friendly
regulatory environment which functions as an accelerator for the growth
of productivity and living standards. In
this respect, upgrading of the education system to generate employable
skills and the ability to generate and
implement innovation will be crucial.

Trade (in USD) with Russia increased
in 2017 by about 31% (exports) and
24% (imports). Total exports also grew
by about 32%, mainly on account of
higher raw material and energy prices.

KAZAKHSTAN
Annual percentage change
20172)

20182)

20192)

18,038

18,350

18,600

8,600

8,640

8,680

Unemployment rate

5.0

5.0

5.0

GDP (annual change in %, real)

3.8

3.0

3.0

Household consumption (annual change in %, real)

2.0

2.5

2.5

Gross fixed capital formation (annual change in %, real)

5.0

6.0

6.0

2016

1)

Population (thousand persons)
Employment (thousand persons)

Real gross average monthly wages (annual change, in %)

-2.1

2.0

3.0

Exports (goods and services) EUR m

49,285

48,400

51,800

Imports (goods and services) EUR m

37,698

38,100

40,900

-2.9

-1.8

-2.2

7.4

6.0

6.0

General government balance, in % of GDP

-2.7

-1.5

-1.2

General government gross debt, in % of GDP

26.3

23

23

104.2

96.8

89.9

396

408

Current account balance, in % of GDP
Consumer price index December to December change, in %

Gross external debt, in % of GDP
Oil fund (end of year, USD m)
Exchange rate, annual average (Kazakh tenge/EUR)
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61,218

58,319
368

Notes:
1) S tatistical Yearbook
of the Republic of
Kazakhstan, 2017
2) Spring Forecast, wiiw
2018

KAZAKHSTAN

An as yet unused resource is wind
energy. The “National Concept for
Transition to a Green Economy by
2050” foresees an increase in renewable energy production from close to
nothing at present to about one half
of electricity generation in 2050. Major
opportunities also exist for solar energy and small hydropower plants.
The implementation of this green energy program will be more cost effective if accompanied by smart grid and
metering technologies. Major international investment funds are providing
financing and other countries are making available valuable expertise on how
to install renewable energy capacity in
a cost-efficient way.
The promising future of the Kazakh
economy was presented at the 2017
EXPO in Astana. It is now up to entrepreneurial initiatives supported by regulatory reforms to realize the apparent
potential.
Andreas Wörgötter,
Adjunct Associate Professor,
Univ. of Technology, Vienna

Greening the economy
will also mean remedying
inherited damage

One of the most serious man-made
environmental degradations is the destruction of the Aral Sea through inefficient and excessive irrigation. Efforts
are under way to rehabilitate some of
the damage, but the local population
will continue to suffer from the degradation of its drinking water and fish
resources. The application of modern,
water-saving irrigation technologies together with restructuring of agriculture
away from cotton monocultures would
offer economically profitable investment opportunities, once fair water pricing and allocation is introduced.

GDP PER CAPITA IN CONSTANT 2011 USD
CHINA, SELECTED FSU REPUBLICS, MONGOLIA AND POLAND
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Especially important will be an accelerated catch-up of IT literacy in order
to be able to offer competitive logistics
and communications services to facilitate the traffic flows on the Silk Road.
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Source: World Bank, International Comparison Program database
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The acquisition of Sberbank
Kazakhstan, formerly TeksakaBank, in 2006 marked the beginning of Sberbank of Russia’s
international expansion. What
have been the major milestones
and achievements of Sberbank
Kazakhstan since 2006?

Kazakhstan was the first market in
CIS where Sberbank acquired a subsidiary. Sberbank has grown its assets
over the past few years, taking us from
17th to 4th place on the Kazakh banking
market and placing us among the five
largest banks in the country. Sberbank's assets currently amount to €4.4
billion, while its rating is the highest of
all commercial banks in Kazakhstan.
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Our bank has become an integral part
of the Kazakh economy. Together with
our parent bank (Sberbank PJSC),
we have invested €6.8 billion in the
country, which is the largest inward
investment among banks with foreign
participation. Sberbank Kazakhstan
provides commercial loans and actively participates in state programs,
such as the State Entrepreneurship
Support Program. Moreover, Sberbank is the only bank in Kazakhstan
that provides services for clients in
five languages: Kazakh, Russian,
English, Turkish and Chinese. For
this purpose, we created a unique
business unit – our International Desk,
which has been successfully servic-

ing more than a thousand international companies for the past five years.
Alongside our branch network covering all regions of Kazakhstan, we are
gradually developing our digital banking facilities. Today, more than 85% of
our clients' transactions are performed
via remote channels. More than
600,000 of our customers actively use
our online banking facility, and every
fifth deposit account with us is opened
online. More than 46,000 of our clients actively use Sberbank Business
Online, and payments via the system
account for 98.3% of the total number
of transactions. In addition, we are the
leaders in international payments: ac-

INTERVIEW

Leaders in
international
payments
INTERVIEW

Interview with Aleksandr
Kamalov, Chairman of the
Board of SB Sberbank JSC
(Kazakhstan).

cording to SWIFT, Sberbank accounts
for more than 31% of all payments originating in Kazakhstan.
I am especially proud of the team we
have built up. When recruiting new
employees, we not only look at the
professional qualities of candidates,
but also at how well they match our
corporate values and competencies: customer orientation, ability to
work in a team, leadership qualities.
We choose people who are close "in
spirit", which positively affects their
future work and ensures they feel secure and comfortable when they join
the team. Changing trends offer new
opportunities for any business player,

and in order to keep pace with them
we require new know-how and skills.
We therefore pay very close attention
to staff development. Our Sberbank
team is able to work with new technologies, which we successfully introduce to the Kazakh market.

In 2017, your net profit increased
by almost 50%, while your net
interest income grew by 6%
compared to 2016. What were the
main business drivers for Sberbank
Kazakhstan and where do you see
future profit coming from?

This year, we see our main sources
of profit in aspects such as enhan-

cing the efficiency of our operations,
managing costs and expanding the
range of products and services we offer our clients. In addition, due to the
narrowing interest margin in the banking sector, we see potential for profit
growth in non-credit income and management of operating expenses.

By 2020, Sberbank Kazakhstan
aims to rank among the top three
banks on the Kazakh market in
terms of total assets, keeping its
top position in both the mobile
banking market and cross-border
business. How are you going to
achieve these targets?
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Internet penetration and rapid development of new technologies have
raised client expectations, which poses challenging goals for us. We are
moving towards the formation of a
marketplace in which we increase the
availability of our products and services by accelerating the “customer
journey”.
We continue to actively develop our
cross-border business by significantly reducing costs and increasing
our operational efficiency. Today, the
time taken to perform cross-border
transactions from Kazakhstan to Russia and from Kazakhstan to Turkey is
just 15 minutes. We have also introduced direct online payment services
that save time and transfer costs. Our
goal is to maintain a 76% share of
the cross-border business with Turkey in the direction of the International Desk, to increase our share of the
cross-border turnover with Russia to
40%, and to increase our share of the
cross-border business with the countries of Central Asia and China. In
addition, we aim to speed up money
transfer within the Sberbank Group to
the same rate as for internal transfers

Almost
one third of
all SWIFT
payments
originating in
Kazakhstan
are done via
Sberbank

in national currency, which is almost
in real time.

How is your bank responding to
changing client needs and expectations in terms of digitalization and
innovations?

For clients of the new generation,
technologies are becoming a key way
of meeting needs, so digital development is our priority. Digitalization is
an important prerequisite for effective
implementation of the updated retail
strategy of Sberbank Kazakhstan.
However, some clients still prefer to
come to the bank. Here our work goes
in two directions: reducing the time
taken for operations and increasing
the level of comfort. Last year, we successfully launched an omnichannel
front office system, which is available
for use on tablets in the co-working
areas of our offices. The bank advisor shows the client how to use Sberbank's digital products so that he/she
can use our financial services remotely. Consultations on complex products and transactions are conducted
via video banking to adapt clients to
the future development of video chat

Where do you see the main challenges and opportunities for
the development of the Kazakh
economy?

The global financial crisis of 2007–
2009 revealed the problems with Kazakhstan's economic development
model. There was a departure from
the previous pronounced focus on
raw materials, which became urgent
in the crisis years of 2015-2016, when
prices for exported raw materials
decreased sharply. For many years,
Kazakhstan has been purposefully
pursuing a path of economic diversification and modernization, and here
we can see some positive changes.
While the share of manufacturing in
production output was about 32%
in 2010, it had reached more than
40% by 2017. Last year was favor-

KEY FINANCIAL INDICATORS
(AS OF YE 2017):
in EUR
Total assets, in millions
Net profit, in millions
ROAE - return on equity, in %

4,387.3
36.9
9.2%

Cost/income ratio, in %

32.3%

Loans/Deposits ratio, in %

74.1%

Market share of corporate loans, in %

10.3%

Market share of retail loans, in %

6.8%

Market share of funds raised from legal entities, in %

7.0%

Market share of funds raised from individuals, in %
Number of clients
Number of employees
Number of branches
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with the bank. However, since cash
transactions still prevail, our clients
also have access to information and
payment terminals, multicurrency ATMs
with cash-in and cash-out functions,
as well as electronic cashiers, which
significantly reduces their time spent
in the bank.

8.5%
corporate clients: 38,791
retail clients: 1.509,804
3,690
Sberbank is present in 24 cities in Kazakhstan,
with 89 business offices/branches

INTERVIEW

ALEKSANDR
ILYASOVICH KAMALOV
was appointed Chairman of
the Management Board of SB
Sberbank JSC in 2012. He has
been working for Sberbank
since 1995, where he started
his career in the Securities unit
and later became Director of the
Corporate Clients and Budget
division at the West Urals Bank
of Sberbank of Russia. In 2010,
he was appointed First Deputy
Chairman of the Management
Board of the West Urals Bank
of Sberbank of Russia, before
moving to Almaty as CEO of
Sberbank Kazakhstan in 2012.
Aleksandr Kamalov studied
Management at Perm State
University and holds an MBA
degree.

able for the extractive industry against
the backdrop of rising oil prices. In
2017, processed goods accounted
for almost 33% of total exports, while
in 2015 it was about 31%. However,
this current success is to some extent
linked to favorable external factors,
which are impermanent and do not
provide guarantees of stable growth.
Moreover, this growth still remains
patchy in nature. I believe that for
Kazakhstan, the way to long-term
sustainable development lies in increasing efficiency and productivity.

solid basis for this growth: Kazakhstan has started using its economic
and geographical position to promote
the transport and logistics sector, and
there has been a harmonization of
prices for basic resources. From the
balanced budget point of view, we
can say that Kazakhstan is already
capable not only of withstanding
shocks, but also of demonstrating a
certain level of growth.

Currently, the Kazakh economy is reviving. Moreover, we see positive forecasts for the period until 2020, with
GDP growth of about 5%. There is a

Currently, changes to banking regulations and requirements aimed at
increasing banks' financial stability
have effectively triggered a process

of consolidation across the entire
banking sector. This is simultaneously
a necessary operational measure and
a natural evolutionary process. In an
environment of high competition and
a limited consumer market, there is a
necessity for banks to transform by introducing new technologies and business models that entail significant
costs. Banks that are unprepared for
this transformation process will simply be pushed out of the market.

How is the banking sector
developing in Kazakhstan?
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The
EU Multiannual
Financial
Framework
2021–2027

The key parameters of the
2021–2027 budget

Among Brussels insiders, the budget
negotiations on the Multiannual Financial Framework (MFF) are known as
"theatre season". The show started
in May this year, if not before. In the
best-case scenario, it will all be over
before the European Parliament elections in 2019; in reality, however, it is
likely to drag on until the end of 2020.
The Multiannual Financial Framework
2021–2027 poses a far greater challenge than previous EU budgets.
The first reason for this is the departure of the United Kingdom, a net
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Is conflict
inevitable?
And who are
the winners
and losers?

contributor, which will leave a funding gap of €11bn–13bn p.a.

dressed if the EU is to attain its 3%
of GDP R&D target.

Alongside Brexit there are a series
of new geopolitical challenges to be
overcome: migration, defense and
policing of the external borders. An
improved border and coast guard alone would cost €20bn–25bn, i.e. 1.8–
2.3% of the seven-year Multiannual
Financial Framework. For a fully integrated management system for the
EU external borders, that figure rises
to €150 billion, or 14% of the MFF.
Fostering competitiveness, harnessing innovation potential and managing technological change are
further issues that need to be ad-


And
last but not least, there is a
growing discrepancy between the
amount of EU funding to individual
member states and those states'
divergence from the EU's policy of
solidarity based on certain fundamental values.
Against this background, conflict
is inevitable. Leaving aside the detailed questions – which are as difficult as they are numerous – there are
therefore a few basic questions of
principle to be resolved in the first
place:

EUROPEAN UNION

E
 U funds: Should the EU spending
budget be increased from the current level of approximately 1% of the
EU's gross national income (GNI*) to
bridge the gap left by Brexit and/or
deal with other additional challenges? A number of net contributors are
resisting such an increase, as they
would shoulder an above-average
share of the burden. However, even
at the current level of 1%, cuts in EU
funding are virtually unavoidable.
S
 pending priorities: Should the EU
budget continue to focus on agriculture and cohesion policy (share
of MFF 2014–2020: 73%) or should
there be a realignment of spending
priorities? Should the main focus
continue to be on redistributing
funds between the member states,
or should spending be geared to
generating the oft-cited "European
added value"?
Sources of finance: Should the EU
continue to be funded mainly by way
of GNI and VAT contributions from
its member states, or should there
be a stronger focus on raising its
own charges and levies, e.g. revenues from emissions trading or from
national contributions calculated on
the amount of non-recycled plastic
packaging waste?
N
 et contributors and net beneficiaries: All of these issues are also
about how the financial burden is
shared. So who are the winners and
losers in this complicated network of
payments and transfers? The consequences of Brexit are complex in
this regard too. How will the removal
of the British rebate and the cancellation of other countries' "rebates on
the rebate" impact upon the financial contributions of the individual
member states? What effect will
funding cuts and amalgamation or
termination of programs have on the
net positions of the member states?1
 et one thing should be made clear
Y
from the outset: the MFF is not a zero
sum game. On the contrary. Although
the member states persist in seeing
it purely in terms of net financial con-

tribution or gain, they are completely
wrong to do so. An example: 25% of
the growth of the non-cohesion countries is attributable to their increased
exports to the cohesion countries
of Southern and Eastern Europe. Yet
these indirect benefits are not reflected in the balances of payments and
transfers. The creation of "European
added value" cannot be restricted
to national borders, but is generated
through joint initiatives such as research programs or infrastructure investments that boost the competitiveness and prosperity of the entire EU
– regardless of who pays how much or
receives how much in subsidies.
The first hurdle in the forthcoming MFF
negotiations is deciding how to close
the funding gap. The next question is
how funds and contributions should
be divided among the member states
and which programs will receive how
much funding – whereby the two issues are very closely interlinked.
What are the options?
At present, the spending budget is

equivalent to just under 1% of the
EU(28) GNI. With the UK's departure,
all other things being equal, this figure will increase to 1.1% of the EU(27)
GNI; a series of net contributors have
already announced their unwillingness to make additional contributions
to close the post-Brexit funding gap,
which will amount to €11bn–13bn p.a.
(i.e. net contribution payments plus
EU own funds transferred to the EU
budget, e.g. UK customs duties). The
Commission has therefore proposed
that half should be covered by additional contributions and the remainder
by cuts.

What
should the funds be spent
on? Cuts and new spending
priorities
	The greater part of the EU budgetis currently spent on agriculture
(€420bn and 370 bn under MFF
2014–20) and regional development/
cohesion policy, which accounts together for 73% of the current MFF
2014–2020. In absolute terms, the lion's share of the agricultural funding
goes to France, Germany, Italy and

21

a further three budget guarantees
and guarantee funds, not to mention hundreds of subsidy instruments
where funds are jointly administered
by the EU Commission and the member states. A massive reduction in investment subsidy instruments could
improve efficiency and generate savings.

Poland2. As for regional and structural (cohesion) policy, almost 40% of
the funding goes to the CEE states.
Major cuts are not really to be expected here, given that an MFF decision
requires the unanimous approval of
all member states, although moderate cuts will be unavoidable in view
of the shortfall involved. Having said
that, however, if the measures for the
development of rural areas could be
better coordinated, the same effects
could be achieved even with a smaller budget. Similar savings could be
achieved in cohesion policy through
greater differentiation of regional
subsidies, resulting in better targeting of funds and hence improved
efficiency. A funding cut of just 5%
in these two areas would result in
savings of more than €40 billion over
seven years (calculation based on
2018 figures).

external borders and a common defense strategy, for instance, will
swallow additional funds. Existing
priorities like R&D and the Erasmus
program will likewise require higher
funding if defined objectives such
as an R&D target of 3% of GDP and
improved youth mobility in the labor
market are to be achieved in the foreseeable future.

L
 ikewise, greater budget flexibility
could mitigate the funding problems.
Under the current rules, for instance,
budget funds earmarked for specific purposes expire if they are not
used to implement the respective
programs and are reimbursed to the
member states, accounting for the
not inconsiderable sum of €21bn–
28bn over seven years. These funds
could instead be allocated to a Union reserve, giving the Commission
the opportunity to respond flexibly to
new imperatives (such as the refugee
crisis of 2015, for example).

Further scope for maneuver could be
created by opting for a general reform
of subsidy programs. At present the
EU itself has almost 40 centrally administered funding instruments, plus

As per the Commission's proposals
to date, approx. €100 billion would be
required for this purpose.
All in all, according to the Commission’s draft regarding the MFF 2021–
27, the additional funding requirements
including the gap left by Brexit amount
to some €200 billion, while maximum
savings and reallocations yield an
estimated €100 billion, thus calling
for a net budget increase of €100
billion for the seven-year period.
Based on 2017 figures, that would be
€14.3 billion per annum. That sounds
a lot, though in relation to the EU's
overall economic output it is just
about 0.1%.

T
 he Commission also envisages
new spending priorities for the MFF
2021–2027. Better policing of the

EUROPE - AN ACCOUNTANT'S VIEW
The EU budget: average annual balance
2014–2016* (in €bn)

Poland 10.1
Romania 5.2
Greece 4.8
Hungary 4.6
Czech Republic 4.0
Spain 2.4
Slovakia 2.0
Bulgaria 2.0
Portugal 2.0
Lithuania 1.1
Latvia 0.7
Slovenia 0.5
Estonia 0.4
Croatia 0.3
Ireland 0.2
Malta 0.1
Cyprus 0.04

* Average operating budget
balances 2014-2016 in €bn;
annual figures may vary.

Luxembourg -0.004
Finland -0.6
Denmark -0.8
Austria -1.0
Belgium -1.4
Sweden -1.8
Netherlands -2.8
Italy -3.5
France -7.4
UK -7.6
Germany -13.6
-15
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The problem here are the many open
questions requiring unanimous agreement. It will be impossible without additional funding and/or concessions
from the member states, whose statements suggest that there will be fierce
competition for the biggest possible
slice of the cake.

The net beneficiaries:
CEE disproportionately hit
by cuts in agricultural and
cohesion policy

The economic progress of the CEE
states would not have materialized to
the same extent without the latter's
accession to the EU and its cohesion
policy. The question is whether this
policy can be continued in a similar
form under the next Multiannual Financial Framework in view of Brexit and
the growing internal tensions.
Looking back to the most recent available actual budget data, on an annual average for 2014–2016 the CEE
countries received net transfers from
the EU amounting to €31 billion p.a.
Poland alone received over €10 billion of that total, followed by Romania
with €5.2bn and Hungary with €4.6bn
p.a. 2014-16. In terms of percentage

of GDP, Bulgaria received the highest
EU net transfers of the 11 CEE countries in 2014–16 with 4.6%, followed
by Hungary with 4.5% per annum. As
a percentage of their GNI, therefore,
the EU-CEE states, with approx. 2.5%
in net transfers on average, received
many times the average EU budget
funds available for all member states
(just under 1% of EU GNI).
Unsurprisingly, these EU funds fall into
the categories of regional and structural policy (cohesion) and agriculture,
which account for the lion's share of
EU transfer payments. In the years
2014–2016 of the current MFF, the
CEE member states received €77.7bn
in cohesion funds from the EU, which
is a whole 38.4% of the entire EU budget earmarked for regional and structural policy. The CEE states' agricultural and sustainability subsidies came
to €21.9bn, which again is 22% of the
entire EU budget for those programs.
The concentration of EU funding in
these sectors in the CEE member
states is much higher than average. In
almost all CEE states, the joint share of
agricultural and cohesion policy subsidies as a percentage of total EU
transfers received in 2015 (a year that

pretty much reflects the average for
2014-16) was between 90% and 98%.
The only exceptions were Estonia
(76%) and Lithuania (83%). It is striking to note that virtually none of the
funding went into R&D, except in Estonia and Lithuania, who channeled 1113% of their gross EU transfers into
research. The structure of EU gross
transfers in CEE thus differs considerably from that in the other EU member
states, where the majority of countries
allocate 15-20% and the Netherlands
in fact over 40% for research purposes.
In a nutshell: The influx of EU subsidies to the CEE member states was
chiefly targeted at agriculture and regional development, and that is still
the case today. For the last 15 years
this has been a necessary priority, the
intention being that cohesion, i.e. economic convergence, should progress
as rapidly and as broadly as possible. And to a considerable extent, the
purchasing power of the CEE states –
although it varies – has indeed aligned
itself to EU-15 levels, and it has done
so faster than originally expected.
In 2005, just two EU-CEE countries
(Slovenia and the Czech Republic)
had reached three-quarters of the EU

The British rebate (€5.9 billion in 2016) is financed through additional contributions from the other member states. Net contributors with a high per capita
GDP (DE, NL, SWE, AT) only pay 25% of their calculated share of rebate contributions; the remaining 75% are "taken on" by the other EU members.

1

2

In 2015, France received €9bn, Germany €6bn, Italy €5.6bn and Poland €5.1bn.
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average per capita GDP at purchasing
power parity, with all the others below
the two-thirds mark. By 2016, on the
other hand, there were five CEE countries above the 75% threshold and a
total of seven states had exceeded the
two-thirds mark.
The front runners in this economic
catch-up process are Romania, Lithuania, Poland, Bulgaria and Latvia –
all countries whose per capita GDP at
purchasing power parity was still below 50% of the EU average in 2005,
whereas the 2005 leaders (Slovenia
and Czech Republic) have since seen

their relative income position among
the CEE countries deteriorate.

Consequences of the MFF
2021–27 for the CEE states

It is still too early to draw any definitive
conclusions. However, should any of
the Commission's current proposals
be approved by the European Council, even in part, funding cuts as well
as reallocation of subsidies under the
agriculture and cohesion (regional and
structural policy) programs are inevitable. A linear reduction of just 5% would
entail funding cuts of over €5.6bn per

annum (based on 2016 figures), which
means that total EU transfer payments
to the CEE states would go down by
approx. 0.5% of GNI, i.e. from 2.5% to
approx. 2.0% of GNI. With regard to
regional and structural policy there is a
perfectly good argument for this given
the substantial progress made with
the convergence process, especially
by the six member states that acceded back in 2004. On the other hand,
however, it is in this very sector that
streamlining of the subsidy schemes
coupled with better coordination and
improved controls could enhance the
impact of the deployed funds.

13%
6%

34%
EU BUDGET
2014–2020

EUR 1,087bn

6%
2%

SUSTAINABLE GROWTH:
NATURAL RESOURCES

Note:
Source: 

EUR 420bn
- Agriculture
- Rural development
- Fisheries
- Environment
- Others

ECONOMIC, SOCIAL AND
TERRITORIAL COHESION
EUR 371.4bn
- Research and innovation
- Information and communications technology
- Small and medium-sized
enterprises
- Low-carbon economy
- Climate change and risk
- Environment and resource
efficiency
- Transport and energy
- E mployment
- Social inclusion
- V ocational training
-O
 thers
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Committments;
adjusted for 2018
European
Commission

39%

COMPETITIVENESS FOR
GROWTH AND JOBS
EUR 142.1bn
- Education
- Energy
- Industry and small and
medium-sized enterprises
-N
 etworks and technology
-R
 esearch and innovation
- T ransport
- Others

ADMINISTRATION
EUR 69.6bn

GLOBAL
EUROPE
EUR 66.3bn
-D
 evelopment and
international
cooperation
- Humanitarian aid
 eighbourhood and
-N
enlargement
- F oreign policy
instruments
- Others

SECURITY
AND CITIZENSHIP
EUR 17.7bn
- Migration
and home affairs
-H
 ealth and
food safety
- Culture
- Justice
- Others

SBERBANK EUROPE

tunities for the bank. I am pleased to
welcome Aleksei Mikhailov to our management team.”
From 2006-2008, Mr. Mikhailov was
CIO at JSC Alliance Bank in Kazakhstan. Between 2009 and 2013, as Head
of Division, he was responsible for the
entire spectrum of retail technologies
at Sberbank of Russia, managing a
yearly portfolio of more than 70 large-scale IT projects. He led the implementation of disruptive retail technologies, achieving significant results in
digital retail products and channels at
Sberbank of Russia.

Alexander Witte,
CRO of Sberbank
Europe

Alexander Witte
and Aleksei Mikhailov
now on board at
Sberbank Europe

I

n January 2018, Alexander Witte
joined Sberbank Europe AG as
the new Chief Risk Officer (CRO).
Aleksei Mikhailov was appointed Chief
Technology Officer (CTO) in March
2018.
“Risk management will become
more critical than ever in finding
the right balance between tight regulatory demands and a sustainable business model. I believe that
with his vast risk experience combined with his profound knowledge
of the markets in which we operate,
Mr. Witte will be a strong enabler of
our group-wide business strategy.”
Gerhard Randa, CEO of Sberbank
Europe.
Before joining Sberbank Europe, Alexander Witte was CRO at Promsvyazbank in Russia. Before that, until June

2017, he was CRO at Russia’s second-largest bank – VTB – in Ukraine.
From 1989 to 2013, with a two-year
term in between at the European Bank
for Reconstruction and Development
(EBRD) in Armenia, Alexander Witte
was in charge of various risk functions
in several countries for Raiffeisenbank.
Throughout his career, he has gathered valuable experience within the financial industry in CEE, Russia, CIS,
China and Singapore.
The new CTO Aleksei Mikhailov is responsible for IT, Banking Operations
and Project Management. Gerhard
Randa: “With experience in the fields
of technology, business development
and innovations, Aleksei Mikhailov
has the right approach and a thorough understanding of how to reconcile
the constantly changing needs of our
customers with new business oppor-

After 2013, Mr. Mikhailov was Member of the Management Board with
responsibility for Consumer Banking,
SME and IT at ATF Bank and KNG
Finance Holding in Kazakhstan. Before recently joining Sberbank Europe,
Aleksei Mikhailov was responsible for
Sberbank International business project management as Head of the Retail
International Project and Program Office. Mr. Mikhailov has a degree in Software Engineering from the Faculty of
Mathematics and Informatics at Novgorod State University in Russia.

Aleksei Mikhailov,
CTO of Sberbank
Europe

Austrian investors
are openly welcomed
in Russia
Alongside traditional industries, fields
such as energy efficiency, digitalization,
environmental protection, food production,
vehicle manufacture and mechanical
engineering offer new potential.
INTERVIEW

Interview with Rudolf Lukavsky, Austrian Economic Delegate for Russia

How did the Russian economy
perform last year, and what are the
forecasts for 2018?

The Russian economy is growing
again. Not overly fast, but after the
1.5% rise in 2017 I expect to see another GDP increase of around the
same magnitude – i.e. 1.7% – this
year. That means Russia is now over
the economic crisis that set in back in
2014. As I already said two years ago:
once the Russian engine gets going
again, there will be no stopping it. I'm
therefore very confident that the economy will continue to gain momentum.

What is the picture regarding trade
relations between Russia and
Austria? What trends do you see
for Austrian investments in Russia
and vice versa?
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I'm pleased to say that trade relations
with Russia are clearly back on the up,
too. Last year we registered a strong
16.1% increase in Austrian exports to
Russia, which reached €2.2bn, while
Russian exports to Austria went up by
12.1% to €2.8bn. This positive trend
was also underlined by Russian President Vladimir Putin during the visit
to Russia by Austrian Chancellor
Sebastian Kurz in February 2018.
Needless to say, I’m delighted at this
upswing; however, we are still a long
way off the “pre-crisis” record figures of 2013, when Austrian exports to
Russia amounted to €3.5bn.
With a volume of €20bn, Russia is
Austria's second-largest foreign investor after Germany, while Austrian
direct investments in Russia currently
amount to €6bn. Austria is also among

the most active investors in the Russian capital Moscow. A good example
of the cooperation between our two
countries is the transfer of technology
and expertise in the Smart City sector.
Our Smart City trade mission to Russia
featuring over a dozen Austrian companies was one of our most exciting
events of 2017.
Russia's trend towards localization
continues unabated, and a large number of Austrian enterprises have already
gone down this road and invested
successfully. Austrian machinery and
plant engineering companies have traditionally been major players in Russia,
and the acceleration of the Russian
economy is also generating new opportunities for them, e.g. in the food
processing sector. Russia is keen to reduce its dependence on raw materials,

INTERVIEW

ABOUT RUDOLF LUKAVSKY
An expert on the Russian market,
Rudolf Lukavsky has worked in the
Foreign Trade and Trade Policy department of the Austrian Federal Economic Chamber (WKÖ) since 1989.
Back in the early 1990s he became
familiar with the Russian economy as
Assistant Trade Delegate for Russia,
Ukraine, Belarus, and the former
Soviet republics in the Caucasus and
Central Asia. Following assignments
in Singapore, numerous countries
in southern and northern Africa and
Romania, Rudolf Lukavsky returned
to Russia in 2016 as the Economic
Delegate for Russia, Belarus, Armenia, Azerbaijan and Uzbekistan at
the Foreign Trade Center in Moscow.
Rudolf Lukavsky holds a degree in
International Commerce from the
Vienna University of Economics and
Business.

and has set itself highly ambitious goals
to this end. Austrian investors who can
support Russia's drive to strengthen its
export sector are thus extremely welcome in the present climate.

How many Austrian companies are
currently active in Russia, and which
sectors of industry are especially
popular for corporate expansion?

Around 1,200 Austrian companies are
active in Russia, most of them for a very
long time already, and almost 700 of
them with their own branch offices. Austrian investors in the oil and gas industry,
banking, the timber and paper industry
and in the building materials and energy
sectors have done particularly well.
The upgrading of Russian infrastructure within the framework of the New

Silk Road initiative, major future projects such as the Nord Stream 2 pipeline and the extension of the Russian
broad-gauge rail network to the Vienna
region will unlock huge additional potential. The development of the Russian
winter sports sector likewise offers very
promising opportunities, as do all other
fields that are of high priority for Russia,
including innovation and digitalization,
food production, and vehicle manufacture and mechanical engineering technologies.

Which sectors of the Russian
economy are developing most
vigorously? Do you see opportunities for Austrian exporters here?

In the past few years, the Russian
economy not only had to deal with
the consequences of the mutual sanc-

ADVANTAGE AUSTRIA, the foreign
trade organization of the Austrian
Federal Economic Chamber (WKÖ),
has a global network of around 110
offices in over 70 countries and
provides a broad range of services
for both Austrian companies and
their international business partners.
Around 800 employees and 35 consultants assist companies in locating
the right suppliers and business
partners for their needs. ADVANTAGE
AUSTRIA organizes about 1,200
events every year to help Austrian
companies forge business contacts.
Other services provided by the
ADVANTAGE AUSTRIA offices
range from introductions to local
companies looking for importers,
distributors or agents to providing indepth information on the respective
business location and assistance in
entering the local market.
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INTERVIEW

tions, but also had the slide in oil and
raw materials prices to contend with.
Although some sectors, such as retail,
have been badly hit, others have emerged stronger from the crisis.
Agriculture and food production are
looking especially dynamic, and here
we see promising opportunities for
Austrian companies: from agricultural
machinery and equipment through to
breeding livestock and IoT solutions.
The openings are not only there for
conventional exporters, however; technology transfer, know-how and collaborative projects are in great demand.
Hitherto less regarded sectors such
as alternative energy, energy efficiency
and environmental protection now offer
increased potential for partnershipbased projects in Russia.

What are the most common stumbling blocks for companies looking
to expand into Russia, and how can
they be avoided?

There are hardly any classic stumbling
blocks for Austrian companies expanding into Russia. Careful vetting and
selection of Russian business partners, clients and suppliers is very important, and our Foreign Trade Center
in Moscow can help with this. Austrian
companies should also proceed with
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caution: to avoid any legal pitfalls, all
steps should be discussed in advance
with us and other experts such as
lawyers and tax consultants. Having
said that, though, we generally observe
that Austrian firms are very well prepared; nobody “stumbles” into the
Russian market.

livering excellent quality and service
they can defend their position in the
Russian market, even against competitors from the Asian region, although
it is becoming increasingly difficult to
do so. As Russia's largest bank, Sberbank and its local network can provide valuable support.

Russian companies are generally
reliable business partners who are
interested in building long-term relationships with their Austrian counterparts. To avoid disputes and ensure that claims can be asserted in
any legal proceedings, however, care
should be taken to discuss and agree
all obligations and requirements in
detail and set them down in written
contracts.

However, protectionist measures like
import substitution mean that foreign
suppliers only have a chance with public sector clients in Russia if there
are no local producers, as clear preference is always given to the latter.
Sadly, a large number of public tenders are therefore closed to Austrian
exporters. This prompts many Austrian companies to consider opening a
local production facility, though it is
not always cost-effective.

What, in your opinion, are the
prerequisites for long-term success
in the Russian market?

Apart from the many high-profile success stories, there are also plenty
of Austrian niche providers who are
world class. A topical example of one
such "hidden champion" is a new
Russian light aircraft that is currently in the pilot phase – powered by an
Austrian engine.

Tenacity, flexibility and a talent for improvisation never go amiss in Russia.
Otherwise you need the same qualities as you would anywhere else in the
world. Mutual trust is a key requirement, and that's something you can
only build up over time, through reliability and outstanding quality. This is
precisely where Austrian companies
show their mettle. By consistently de-

Sberbank Group
is key to trade
relations
Flash interview with Angelo
Rizzuti, Head of Transaction
Banking at Sberbank Europe.

What are the latest developments
in trade between Russia and
Europe?

The situation varies from country to
country, but the overall trend is very
positive. Trade exports from Austria to
Russia, for instance, reached €2.2 billion in 2017 and continue to grow. The
Russian market is extremely important
to Austrian exporters.
In 2017, more than 50% of all letters
of credit issued by banks in Russia in
support of Austrian exports came from
Sberbank Russia. In absolute numbers, that's €157 million out of €305
million. The contribution of Sberbank
Group to trade relations between Russia and Europe is therefore hard to
overestimate.

What are the top three trends that
will transform the future of trade
finance?

1. Blockchain and the digitalization of
supply chains
2. Ever increasing demand for reliable
cyber security solutions
3. Fintech companies as competitors
for traditional banking institutions

What is Sberbank Europe’s
trade finance USP?

Our main strength is our extensive
international presence, backed by a
profound knowledge of foreign trade
matters. Not only does Sberbank
Group operate in over 20 countries, it
also has the biggest market footprint

in Russia and a very strong position in
Kazakhstan and Belarus, as well as a
rich fund of know-how relating to other
CIS countries. We want to leverage
synergies within the group and make
use of our strategic market positioning.
An important step in this direction was
a Trade Finance workshop we organized in Austria at the beginning of
the year. Colleagues from the entire
Group had the chance to share best
practice, flag up opportunities, identify existing challenges and brainstorm
solutions. We all agreed that there is
a lot of potential to expand cross-regional cooperation within the Group,
the ultimate aim being to speed up our
processes and offer even better quality service to our customers.
Furthermore, we have achieved outstanding results in the countries of former Yugoslavia. Being present in Bosnia and Herzegovina, Croatia, Serbia,
and Slovenia, and given how strong
the trade flows within this region are,
we are able to service our clients very
quickly and to a high standard.
In general, we are working towards a
unified approach that will allow us to
speed up payment transactions and
minimize risk for our customers.

The
contribution
of Sberbank
Group to
trade
relations
between
Russia and
Europe
is hard to
overestimate.

You can meet Angelo Rizzuti
and the Trade Finance team of
Sberbank Europe AG in person
at the “WKÖ Exporttag 2018”.
Austria’s largest trade finance
exhibition will take place at
the Austrian Federal Economic
Chamber on 21 June 2018.
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COMPANY PORTRAIT

Vamed –

If Healthcare Were an
Olympic Discipline…

A

s an international healthcare provider, VAMED
plans, builds, and operates healthcare facilities
and provides highly specialized commercial, infrastructure, and technical
services all over the world.
VAMED was founded in 1982 as a
project company for the construction of Vienna General Hospital (AKH),
one of the biggest hospital buildings in
the world with around 1,800 beds and
9,000 employees.
From this starting point, VAMED took
on healthcare projects all over the
world. Since 1984 the company has
been active in the Middle East, from
1985 in Africa, from 1987 in Asia/
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Pacific and since 2011 in Latin America. Apart from the construction of
healthcare facilities, VAMED is involved
in real estate development, facility and
hospital management as well as the
health spa business.
Today, the company has a track record of around 850 projects in more
than 80 countries. In 2017, the
volume of VAMED’s order book reached around €2.1 billion. In 2017,
72% of its business came from Europe, 16% from Asia Pacific, 8%
from Africa and 4% from Latin America. Sales grew organically by 6% to
€1.23 billion, while operating profit
(EBIT) amounted to €76 million, up
by 10% compared to the previous
period.

COMPANY PORTRAIT

VAMED in Russia

VAMED has been present on the Russian market since 1988. It has facilitated 17 projects, including the modernization of Hospital No. 1 Ochapovski
in Krasnodar. Today, this 1,200-bed
healthcare facility offers the latest examination and treatment methods and
enjoys an excellent reputation. It treats
32,000 inpatients and more than
221,000 outpatients per year. The hospital has 26 modular operating theaters with emergency treatment areas
and state-of-the-art medical equipment – more than any other healthcare facility of this kind in Russia. The
hospital is also equipped with a helipad, so patients with acute injuries can
be transported by air.
Another reference project for VAMED
in Russia was the extension and modernization of City Hospital No. 4 in
Sochi, which provided healthcare during the 2014 Olympic Winter Games.
The hospital, with 350 beds and 16
operating theaters, was singled out
as the best healthcare project of the
year by the Ministry of Construction,
Housing and Utilities of the Russian
Federation.
Apart from Russia, VAMED has been
active in Armenia, Azerbaijan, Kazakhstan, Turkmenistan, Ukraine, Uzbekistan and Belarus.

VAMED –
a client of Sberbank Europe

Attracted by Sberbank Europe’s strategic position in the CEE and Russia,
VAMED started its business relationship with Sberbank in 2016. Apart from
entrusting Sberbank Europe with its
daily banking business, VAMED has
also been able to test the new “Check
by Sberbank” tool. This extensive database contains information on more than
25 million Russian companies, including financial results, ownership structure, network memberships, legal disputes, public tenders and much more,
ensuring a higher degree of transparency and informed decision-making for
companies doing business in Russia.
VAMED is looking forward to the official
launch of the tool in Austria.
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SME

THE BACKBONE OF
THE ECONOMY
Inside Sberbank Europe's
SME Business

S

mall
and
medium-sized
enterprises (SMEs) are the
backbone of the European economy. According to
Eurostat1, SMEs represent 99% of all
businesses in the EU. In the past five
years, SMEs have created around 85%
of new jobs and provided two-thirds of
the total private sector employment.
The European Commission considers
SMEs and entrepreneurship as key to
ensuring economic growth, innovation,
job creation, and social integration in
the European Union.
No surprise, then, that the vast majority of European banks cooperate with
SMEs. In times of low interest rates

and high pressure on margins, the
competition among banks is significant. Even very small SMEs can now
get lucrative interest rates, quite often
below 2%, and not only in Slovenia or
the Czech Republic, but also in countries with traditionally high interest
rates like Bosnia & Herzegovina and
Serbia.
“The Slovenian and Czech markets are
very saturated and we are competing
here with strong banks that are able to
service the whole market. That is why
we have to focus on excellent service
and our ability to adjust to market
needs and develop market segmentation. We also have to promote one

SME DEFINITION
How Sberbank Europe
defines SMEs

How the European
Commission defines SMEs

Companies with EUR €1m – €50m Companies with fewer than 250
in annual revenue
employees and annual turnover
of up to €50 million, or a balance
sheet total of max. €43 million.

SME GEOGRAPHY
Sberbank Europe’s SME
geography

Sberbank Europe’s most
profitable SME markets
(net profit, as of YE 2017)

Bosnia & Herzegovina, Banja Luka, Czech Republic €13 million
Czech Republic, Croatia, Hungary, Hungary
€3.9 million
Serbia, Slovenia
Slovenia
€1.1 million

http://ec.europa.eu/eurostat/web/structural-business-statistics/structural-business-statistics/sme

We focus
on excellent
service and
our ability
to adjust to
market needs
and develop
market segmentation.
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Our business
is very heterogeneous.
Regardless
of the clients’
size, satisfying their
needs is our
utmost
priority.

of our key strengths – direct access to
the Russian market,” explains Petar
Grujic, Head of SME Banking at Sberbank Europe.
SMEs at Sberbank Europe
Sberbank Europe considers all corporate customers with an annual revenue
of between €1 million and €50 million
as SMEs, except in Bosnia & Herzegovina and Banja Luka. In these markets,
the SME department also manages
clients with an annual revenue higher
than €50 million. Sberbank Europe’s
SME departments do not focus solely
on “big deals”, but actually tend to
seek smaller loan volumes that leverage and create profitability.
Currently, over 135 relationship managers work with more than 9,650 active customers across the Sberbank
Europe regions. The SME segment
represents €2.06 billion in loan vol-

SERVICES
Sberbank Europe services for SMEs:
» Liquidity Financing
» Investment Financing
» Treasury and Trade Finance Products
» Transaction Business Support
» Real Estate Financing

34

umes and over 16% of the assets,
producing over 20% of the Group’s
income.
Since 2015, Sberbank Europe’s SME
business has developed from being a
“problem child” into a profitable business segment, recording a net profit of
€9 million as of YE 2017. Petar Grujic:
“Sberbank Europe inherited a very
specific product portfolio, which was
based mostly on project finance. We
have rebuilt, diversified and restructured our portfolio.” According to Grujic,
two factors have been the main profitability drivers: locally-adapted strategies
and strict cost control measures, combined with increasing revenues.
Sberbank Europe’s SME client base
varies depending on local strategies.
In some of the Balkan countries like
Serbia, Sberbank Europe has various
clients in the agricultural sector with
dedicated relationship managers who
are specialized in this industry. Specialization demands a smart 360-degree
approach, where Risk, Sales, Operations and other corporate structures
work together as a team and know the
specifics of the industries.
Petar Grujic adds: “Our business is very
heterogeneous. We have to be able to
combine a retail-like service, e.g. working capital, overdraft or small investment
loan, facilities that are often needed by
small customers, with an ability to meet
the very specific needs of the bigger
players. Regardless of the clients’ size,
satisfying their needs is our utmost
priority.”
Looking at the end of 2017, the most
sought-after lending products were investment finance (46%), working capital (24%) and overdraft lending (11%).
Sberbank Europe has different “bestsellers” depending on the country. In
the Czech Republic and Slovenia, it
is a well-designed investment lending
scheme, while offers related to the state
funding programs or working capital
lend-ing top the list in Hungary. Regardless of local specifics, however,
Sberbank Europe is the go-to bank for
European SMEs working with Russian
companies.

https://ec.europa.eu/docsroom/documents/26625

2

The EU focus on SMEs

The EU and national governments
both take measures to stimulate SME
financing. The European Union has introduced funding programs aiming at
promoting SMEs and defined specific policies such as SME competition
rules. European Commission policy in
relation to SMEs is mainly concentrated in five priority areas, covering the
promotion of entrepreneurship and
skills; the improvement of SMEs' access to markets; cutting red tape; the
improvement of SMEs' growth potential, and strengthening dialogue and
consultation with SME stakeholders.
In 2013, the Hungarian National
Bank (MNB) launched an unorthodox
large-scale program to boost the national economy. Under the “Funding
for Growth” scheme, MNB provided
commercial banks with zero-interest
refinancing for up to 10 years, which
they could then lend to small and medium-sized enterprises at an annual
percentage rate not exceeding 2.5%.
The program was a success, generating 0.6% of annual GDP growth on
average. Following its launch in 2013, it
was extended three times before ending in Q1 2017. Hungarian business
received €8.7 billion in new loans under the scheme, which significantly increased the country’s investment rate.
Two-thirds of the loans were granted
to micro enterprises, the rest to SMEs.
Sberbank Hungary gained momentum
and attained 3.7% of the market share
with €126.9 million in loans (90% of
which to SMEs), while other banks recorded an average of 2.5%. The bank
managed to exploit over 98% of the
available funds allocated to it by MNB
during each of three phases, allowing
its clients to take advantage of the
2.5% fixed interest rates, low additional costs and fast, flexible processing
of their applications.

SMEs – a risky business?

SMEs are generally more vulnerable
than large companies. Access to finance and credit costs are significant
obstacles for SMEs in comparison
with large enterprises, and these fac-

SME

up the volumes is not our aim. We're
not looking for aggressive growth, but
want to deliver a high-quality service
and achieve a well-balanced segmentation of our client portfolio.”
Another aim is to invest more in retaining the bank’s top relationship
managers. “In the countries where
we operate, SMEs build up close
personal relationships with their client managers. In many cases, losing
these valuable staff means losing our
clients, so we aim to keep attracting
and retaining dedicated people to our
international team,” concludes Petar
Grujic.

tors affect their performance. In this
post-crisis period, although CEE economies are now on the path to recovery,
SMEs are still facing problems in accessing external financing.
According to a survey by the European Commission, bank loans remain the
most relevant form of external financing for almost one in two (48%) SMEs
within the EU. Between April and September 2017, 26% of SMEs in the European Union applied for a bank loan,
of which 5% were rejected. Furthermore, 11% of companies whose applications were successful received less
than they applied for, and 1% reported
that they declined the loan offer from
the bank because they found the cost
unacceptable. This means that, in total, 17% of the EU SMEs did not manage to get the full bank loan they had
aimed for in 2017. Back in 2009, the
rejection rate in the European Union
was 13%, with 34% not getting the
planned financing.

SME business at Sberbank
Europe – what’s next?

The SME strategy of Sberbank Europe
is based on three pillars: improving service, fostering diversification of business and enhancing links to Russian
companies. Furthermore, Sberbank
Europe aims to develop profitable segments of its business like engaging in
local subsidy programs.
“Sberbank Europe aims to focus on
high-quality service and decrease
time-to-cash. To make it happen, we
need highly dedicated relationship
managers with different backgrounds,
skills and knowledge who are specialized in servicing either big or small
entities,” says Petar Grujic.
In terms of financials, the focus will
be on boosting profitability, achieving
a 10% increase in operating income
before provision in 2018, and reaching
€30 million profit in the SME segment
by 2020. Petar Grujic: “Just building

Just building up the
volumes is not our aim.
We're not looking for
aggressive growth,
but want to deliver a
high-quality service and
achieve a well-balanced
segmentation of our
client portfolio.
Petar Grujic,
Head of SME Banking
at Sberbank Europe
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CZECH REPUBLIC

CZECH REPUBLIC
Population (m): 

10.6

Nom. GDP per
capita at PPP:

€26,700 (2017)

Government:
President:

Miloš Zeman

Governor of the
National Bank:

Jiři Rusnok

CZK/EUR
(annual average for 2017):

26,33

A Milestone
Birthday

I

t is now 25 years since the Czech
Republic and Slovakia formally
separated into two independent
states under a treaty negotiated by the then prime ministers Vaclav
Klaus (CK) and Vladimír Mečiar (SK).
The split was effected without bloodshed (unlike in Yugoslavia, where a war
was raging at the time) and despite the
fact that the promised referendum on
the issue never took place. It is rather
unique for a country to divide into two
sovereign states without further conflict, and just as unusual for both parts
to follow a more or less equally positive economic trajectory after the split.
The Czech Republic had and continues
to have the highest per capita income
of all EU member states in CEE after
Slovenia. At purchasing power parity
(PPP), the Czech Republic's per capita GDP was at 67% of the EU-15
average in 1993, rising to 83% of the
EU-15 average by 2016. The country's
wage level (at PPP) was at 40% of the

EU-15 average in 1993, increasing to
around 61% by 2016 (EU-15 = 100%).
The Czech Republic was and remains
the CEE state with one of the highest
figures for industrial production as a
percentage of GDP. Not only is the share
of industrial production above the EU
average, but it has also risen since the
country joined the EU. The reason for
this is that the Czech Republic, thanks
to the high level of inward investment
by foreign companies, has succeeded in integrating Czech industry into
the German-Central European Supply
Chain. At the same time, there has been
significant change within the industrial
structure. The automobile sector's share
in manufacturing, for instance, went
up from 7% in 1995 to 28% in 2016,
with a 2016 output of 1.3 million cars.
The computer and electronics industry
has likewise seen a strong increase in
importance, its share rising from 1% to
7%, while the food industry has seen a
sharp decline.

All in all, although there have been a
few problems, the journey has ultimately been a successful one.

Present and Future

The new year saw a tumultuous start,
at least for Czech politics. Prime Minister Andrej Babis, who had only been
sworn in in December 2017, was
forced to resign in January owing to
accusations of corruption (Stork’s
Nest affair, alleged fraud involving EU
subsidies). Half a year has now passed
since the elections, and the Czech
Republic still doesn't have a new government. However, it now appears
that the coalition talks between ANO
chief Babis and the CSSD (Social
Democrats) have been successful
after all. A coalition deal has been
struck, with the following provisos: first
of all, Babis would have to step down
if found guilty of abusing EU subsidies;
and secondly, the coalition pact has to
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Source: WIIW, CNB

Annual percentage change
2017*

2018**

2019**

2020**

Real GDP p.a. in CZK billion

5,030

3.50

3.20

3.20

Real consumer spending p.a. in CZK billion

2,330

3.80

3.40

3.20

Gross fixed capital formation in CZK billion

1,280

4.20

4.00

4.00

Consumer price index in % p.a.

2.40

2.30

2.00

1.80

Wage increases in % p.a.

4.40

4.00

3.50

3.50

Nominal goods exports p.a. in CZK billion

3,375.50

6.00

6.00

6.00

Nominal goods imports p.a. in CZK billion

-

6.50

6.00

6.00

Current account balance as % of GDP

1.30

0.70

1.00

0.90

Budget surplus or deficit as % of GPD

0.90

0.80

0.70

0.60

Public debt as % of GPD

34.10

32.40

31.00

31.00

Unemployment rate in %

2.90

2.90

2.80

2.80

be approved by CSSD members in a
ballot, the results of which will not be
available before some time in June.
GDP growth:
The economic picture, by contrast, is all
the rosier. Although growth in the Czech
Republic weakened as expected in
2016 following the boom of 2015 (GDP
+5.3%), 2017 saw a far more positive
development than originally projected.
Back in fall 2016 the Czech National Bank was still forecasting growth
of 2.8% for 2017, but the latest data
are likely to show real GDP growth of
4.5%. This means that actual growth
in the Czech Republic far exceeded
its potential growth, which is currently
estimated at 4.2%. The growth drivers
in 2017 were consumer spending (4.0%)
and gross fixed capital formation (6.0%).
Real wages concurrently also rose much
more sharply than forecast, namely by a hefty 4.4%. In this climate it is no
wonder that the inflation target of 2%
was narrowly missed, with actual inflation reaching 2.4%. The inflation rate was
chiefly driven by food prices, whereas
imports had a dampening effect.
In 2018 the Czech economy is again
expected to far outperform its poten-
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tial growth rate, with forecast growth
of over 3.5%. As in 2017, the growth
drivers in 2018 will be private
consumption (3.8% real increase) and
gross fixed capital formation (projected rise of 4.2%), though both have
weakened somewhat compared to
2017. The triggers for this investment
boom are, on the one hand, the persistently robust level of investment by the
private sector, which is also visibly
investing more in rationalization measures in response to the strained labor
market. On the other hand, however,
public sector investments are also
rising due to the influx of fresh EU
funds.
The Czech labor market is saturated, the unemployment rate of 2.9%
in 2017 being below that of all other
EU member states. There is full employment, and this will prevail 2018.
Nominal and real wage increases of
6-7% and 4.5-5% respectively appear
perfectly realistic for 2018, and will
be only partially offset by productivity
gains. Unit labor costs will therefore
see a commensurate and substantial rise of 3.5–4.0%. In the long term
this means that the Czech Republic
will increasingly fall behind other sup-

Note:
* preliminary
** forecast

plier states in CEE, particularly the
other members of the Visegrád Group,
which are likewise strongly embedded
in the Central European Supply Chain.
Inflation:
Given that inflation climbed to over
2.4% in 2017, after 0.6% in 2016, the
strong inflationary pressure will only
gradually recede in 2018. Although a
further appreciation of the Czech koruna will exert downward pressure on
import prices and hence inflation, the
resulting relief on the cost side (energy,
raw materials, semi-finished products)
for the manufacturing sector will be
partially canceled out again by a hike
in administered prices (electricity, gas,
water). The inflation rate for 2018, at
2.3%, will thus remain slightly above
the 2% target set by the National
Bank, and will not fall back below this
mark until 2019.
Foreign trade:
The current account surplus in 2017
amounted to 1.3% of GDP. 2017
was not only marked by a strong rise
in imports; exports - spurred by the
upswing on the Western European
markets - also developed very well.
As a result, both imports and exports

CZECH REPUBLIC

grew by over 8% in 2017. However,
the appreciation of the Czech koruna
and the now tangible strain on the
labor market will dampen export
growth in 2018. Overall, exports
of good and services should rise
by about 6% this year. The current
account surplus will thus remain at just
below the 1% mark in 2018.
Budget:
In 2017, the budget surplus reached
1.6% of GDP. The same level is expected for 2018, reflecting the positive
economic outlook on the revenue side,
while the expenditure side benefits
from the low interest rates. The low level of national debt, combined with the
extremely low interest rates (negative
real interest), means that the government's interest payments in 2018 will
again amount to just 0.8%, with a continued slight downward trend.

only is this a substantial cost factor
that is positively predestined for optimization; it is also an opportunity to
make a major contribution to improving
the environment and people's quality
of life. In the Czech Republic, 60 out of
every 100,000 inhabitants die annually as a result of air pollution. The only
EU countries with higher figures are
Hungary and Greece. By comparison, the number in Austria is just 20
people.
In the long term, the Czech Republic
will also have to struggle with the consequences of an ageing population,
which will create major challenges for
the country's public pension schemes
in years to come.

The unemployment rate
in the Czech
Republic, at 2.9%
in 2017, is the
lowest among
all EU member
states.

Interest and exchange rate policy:
The external value of the koruna will
continue to rise slightly, and may well
be at or below 25 CZK/€ by the end
of 2018. At present, the interest rate
level in the Czech Republic deviates
only slightly from that of the eurozone.
2017 was dominated by negative interest rates. The latter will see a slight
rise in 2018, and by 2019 the 3-month
PIBOR rate should be up to 1.5–2%.
Risks:
In the medium term, the Czech Republic will require higher productivity
growth if it is not to lose competitiveness while pressing ahead with the
convergence process and maintaining
full employment. After all, productivity
per employee only rose by 17.5% overall in the period 2005–2016, and hourly
labor productivity, according to OECD
figures, has been stagnating since way
back in 2009. Poland, by contrast, succeeded in boosting its productivity per
employee by 32% from 2005–2016,
and Slovakia by 33%. Only Hungary,
with just 5%, recorded an even smaller
increase.
Although the share of industrial production in the Czech Republic is higher
than average, the country’s energy efficiency leaves a lot to be desired. Not

39

We are real
competitors
INTERVIEW

An interview with
Edin Karabeg, new
CEO of Sberbank
Czech Republic

After more than five years as CEO
of Sberbank BH in Bosnia and Herzegovina, you have been appointed
CEO of Sberbank Czech Republic.
What were the main reasons why
you decided to take up this new
position?

After heading Sberbank BH in Sarajevo
for over five years, I had witnessed a
complete transformation of the bank.
My team and I had achieved at least
30% annual net profit growth since
2013, doubled the net commission
income, significantly increased both
the assets and deposits, and seen
the country's youngest banking brand
leap from eighth to fourth place in the
market. I felt that my change management and turnaround mission was
completed. At the same time, I was
approached by our parent company
to take over the leadership of Sberbank CZ. As someone who is known
for his passion for hard work and will
to succeed, I could not refuse the offer

40

Edin Karabeg receiving the "Certificate
of Honor" from
Igor Kolomeysky,
Head of Sberbank
International

INTERVIEW

to take the bank´s helm in the Czech
market. After all, the Czech Republic
is both a pretty challenging and very
important European market for our
parent bank.

What expertise, experience and
know-how gained in your previous
position as CEO of Sberbank BH
will you be using or implementing
at Sberbank CZ?

Focusing both on revenues and costs,
I will most likely utilize almost all the
experience gained and lessons learned in Bosnia and Herzegovina. In increasing revenues and profitability,
I can use the experience and skills I
acquired in launching new sales channels such as Bank@Work, insurance
sales, agents and currency exchange
offices, and my know-how regarding
the bank´s digital transformation will
be even more relevant when driving
higher efficiency and a better customer experience at Sberbank CZ.

How did Sberbank CZ
perform in 2017?

2017 was a year of record sales and
major net profit growth. On the back
of the increased volume of mortgage,
consumer, and business loans and the
higher trading revenues, the bank saw
its net profit grow by 56% year-on-year
to CZK 424 million, its client base expand by 4% to 113,000 active clients,
and its balance sheet total rise by 13%
to CZK 81.46 billion.

What were the bank’s main
achievements, particularly in the
segment of corporate banking?

In the corporate banking segment,
the bank saw a record high profit facilitated by the exceptional volume of
FX transactions arranged by the Global Markets unit, especially before the
Czech National Bank terminated its
policy of foreign exchange interventions. Moreover, the bank achieved
excellent results as regards currency
and interest rate swaps, participated
in major syndicated loan transactions
and was active in export, trade and
real estate finance.

What is the strategic focus for
Sberbank CZ in the upcoming years?

We want to strengthen our position
in the retail market by launching new
products and services that will better
meet the expectations of our clients.
By introducing new internet and mobile
banking applications and new card
products, we will soon be able to accommodate more of our clients’ needs
online and also sell more products via
digital channels. This will enhance the
customer convenience, simplicity and
speed of our sales processes.
In the segment of corporate banking,
we want to build even stronger relationships with our SME and large corporate clients. As well as offering the
most appropriate and advantageous
financing options, we want to assist
our clients in minimizing their business
and financial risks through a number of
different types and forms of financing,
currency and interest rate swaps, lines
of credit, guarantees, etc.

What are you going to focus on in
the segment of corporate and SME
banking? How can Sberbank CZ
support its corporate clients?

We have to better utilize our unique
advantages, primarily our knowledge
of the Russian market and the related
solid support provided by the banks
operating under the Sberbank brand.
We can facilitate quick transfers from
and to Sberbank CZ and Sberbank
subsidiaries operating in the former Soviet states in which Sberbank is market
leader. Owing to our close co-operation with Sberbank of Russia and the
latter's strong position in the Russian
money market, we can offer competitive exchange rates as well as unprecedented rates and conditions for ruble
transactions and products. As trade
finance experts, we assist our clients
with trade deals in the CIS countries
and Turkey. Our competitive edge also
lies in our wide network of subsidiary
banks in Eastern Europe and our vast
experience in long-term export financing of contracts in exotic countries
covered by EGAP insurance. With all
these strings to our bow, we are real
competitors.

PERSONAL PROFILE
Edin Karabeg is a seasoned
international senior executive with a
rich fund of experience in financial
markets. He has just taken over the
role of CEO at Sberbank CZ following
his five-year leadership of Sberbank
BH in Bosnia and Herzegovina. With
a proven track record of successful
turnaround, leading local operations
to the top position in the market and
driving digital business transformation, Mr Karabeg has a strong
background in business strategy,
sales (corporate and retail), risk
management and restructuring.
As CEO of Sberbank BH in Bosnia
and Herzegovina, he led his team
in achieving a significant growth in
net profit and deposits, creating new
sales channels and implementing the
digital transformation of end-to-end
processes.

I will use
my expert
know-how
to launch
new sales
channels
and provide
a unique
customer
experience.
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Sustainability and Corporate So
“What matters to our stakeholders, matters to us.”
Sberbank Slovenia
donated toys to
children from
socially disadvantaged families

Around 50 employees represented Sberbank Europe in the
Vienna Business Run 2017

B

eing a socially responsible
and locally relevant financial institution, Sberbank Europe has started a process
of defining, analyzing and evaluating
the most relevant areas in relation to
sustainability and corporate social responsibility. In 2017, Sberbank Europe
conducted a comprehensive impact
analysis – an overview of topics within
the bank’s scope of business that have
a direct social or environmental effect
on its stakeholders. In the course of
the analysis, the most relevant sustainability topics for Sberbank Europe
were identified and evaluated in terms
of their impact on the environment and
society at large. With the aim of informing its stakeholders about the bank’s
impact on society, the economy and
the overall environment, Sberbank
Europe has published its first consolidated “Sustainability Report 2017”.

Sberbank Europe’s role in
society

The main role of Sberbank Europe
is to contribute to the economic de-
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velopment of the countries where it has
a presence by ensuring and improving
the availability of financial services for
households, micro enterprises and
SMEs, as well as for large corporations.
Sberbank Europe’s main objective is to
ensure that everyone has the opportunity to use its services. The bank therefore
continuously improves the quality of its
products and services, increasing the
security of banking transactions and
introducing state-of-the-art tools and
technologies to improve the financial life
of its customers.

Sberbank Europe has defined
the following priorities:

P
 roducts & Services: Ensuring quality and accessibility of products and
services for our customers through an
omni-channel approach.
Responsible financing: Contributing
to regional economic development
and prosperity by providing financial
solutions to local customers. Responsible financing by supporting sustainable regional industries. Serving as a

It is crucial for us to
support and promote
initiatives capable of
improving the lives of our
customers, their families
and society in general.
Herman Gref,
CEO, Chairman of the Executive
Board of Sberbank

CSR

ocial Responsibility

Sberbank Serbia‘s Management Board are proud to have been awarded the
ICERTIAS Customers Friend certificate

bridge to Russia for CEE companies
doing business in Russia/CIS countries.
Employees: Supporting health and
work-life balance by fostering corporate culture, enabling diversity,
enhancing career development and
establishing a fair and transparent remuneration policy.
Environment: Enhancing energy efficiency and minimizing negative environmental impact through sustainable resource management.
Compliance: Prevention of corruption
and money laundering and protection
of human rights through responsible
and ethical conduct.
Security: Ensuring physical as well
as information security and data protection for all Sberbank Europe stakeholders.
Charity and sponsorship: Supporting local initiatives, projects and
events with a social or cultural di-

mension and promoting a healthy
lifestyle.
Stakeholder Communication: Enhancing transparent and regular
communication with all stakeholders
of Sberbank Europe.

Non-financial reporting in
Europe

According to a recent KPMG study,
six out of ten Austrian companies regularly report on their CSR activities
and publicly disclose non-financial
information. Compared to the European average of 73%, Austrian companies are still lagging behind. However,
increasing regulatory requirements
and growing stakeholder interest in a
company’s impact on society and the
environment will very likely lead to an
increase in non-financial reporting in
Austria and other countries of the European Union.

The Sberbank Europe Sustainability
Report 2017 is available for download on the company’s website at
www.sberbank.at

EU NON-FINANCIAL
REPORTING DIRECTIVE
Since 2017, the new Sustainability
and Diversity Improvement Act (NaDiVeG), which transposes EU Directive
2014/95/EU into national law, has
required large companies of public
interest to report information on
environmental and social issues. The
main objective of the Directive is to
promote transparency and improve
the relevance, consistency and comparability of disclosed non-financial
information. The EU Non-Financial
Reporting Directive (which requires
large companies in the EU to disclose
social, environmental and diversity
information) is the most significant
EU-wide legislative initiative to
promote corporate responsibility reporting. While the Directive provides
high-level guidance, Member States
have considerable flexibility in terms
of how to apply it in their national
laws. According to KPMG, the real
impact of the Directive will start to
become evident during 2019 and
2020 as companies become more
familiar with the legislation, introducing new internal reporting systems
or adapting the existing ones.
The Directive is an important step
towards increasing the importance
of sustainability and corporate social
responsibility reporting, particularly
in those EU member states where no
such requirements have previously
existed.

Labyrinth on Schwarzenbergplatz
chwarzenbergplatz in the neighborhood of the Sberbank Europe AG
S
headquarters has been transformed

pean Year of Cultural Heritage 2018
(Europäisches Kulturerbejahr 2018).

into a large open-air exhibition. The
area around the famous fountain currently accommodates a unique green
labyrinth made of 400 trees and bushes. Under the title “Sharing Heritage:
Labyrinths in Europe”, the impressive
outdoor exhibition is part of the Euro-

The exhibition aims to engage all people and visitors – regardless of their
age, background or social status.
Labyrinths have been an important part
of the common European cultural heritage since time immemorial and can
be found in Italy, France, Scandinavia

and Russia. The labyrinth is a cultural treasure of humankind, a 5,000year-old symbol for the human path
of life.
As one of the sponsors, Sberbank Europe AG and its employees had the
opportunity to attend a free private
guided tour and presentation by the
curator of the exhibition.

Breaking Horizons: Art Exhibition at
Sberbank Europe Headquarters in Vienna
Sberbank Europe opened an
exhibition featuring works by AnaItolynartApril,
Burykin, an Austria-based contemporary artist of Russian origin who has
been living and painting in Vienna since
1990. During his career, he has held
numerous solo exhibitions in Vienna,
Paris, Helsinki, Rovaniemi, Padua, Sarmede, Munich and New York, as well as
participating in international contemporary art fairs.
The exhibition was opened by Sonja
Sarközi, Chief Retail Banking Officer
of Sberbank Europe, and Alexandra
Schüssler, curator of the Poster Collection at Basel School of Design. Sonja Sarközi: “Sberbank Europe traditionally promotes Russian art and culture
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in Europe and supports local cultural
projects in CEE. We aim to make Russian traditional and contemporary art
accessible to employees and visitors
at our head office here in Vienna.”
Ms. Schüssler added: “In the works of
Anatoly Burykin, places and non-places
are vanishing points; a place never
completely disappears, and a nonplace never fully appears. Each place
defined by the canvas turns into a
projection screen. Burykin invites the
spectator to project from his or her
own horizon and to appropriate the
pictorial space.” “Breaking Horizons”
can be visited at Sberbank Europe
headquarters during office hours until
19 July 2018.

Sberbank Europe hosts concert by
maestro Valery Gergiev in Prague
t the end of March, Sberbank Europe was the sponsor of a MariA
insky Orchestra concert in Prague.
All 1,200 seats of the famous Smetana Hall in Prague were sold out well
ahead of the concert. The orchestra,
conducted by the celebrated Valery
Gergiev, flawlessly performed works
by Claude Debussy, Igor Stravinsky

and Pyotr Tchaikovsky. The concert
was followed by an informal networking session for more than 100 corporate clients and the bank´s representatives, also attended by the maestro
himself.
Valery Gergiev, Music Director of the
Mariinsky Theatre and Chief Conduc-

tor of the Munich Philharmonic, is an
eloquent representative of the St Petersburg conducting school. His artistic achievements have brought him
numerous titles and awards, including
prizes from Russia, Germany, Italy,
France, the Netherlands, Sweden,
Japan, the honorary title of UNESCO
Artist of the World, and many more.

Employees Show Top Result in Winter Sports
his winter, Sberbank Europe’s employees took winning places on podiT
ums in Sochi and Kranjska Gora. Four
representatives of Sberbank Europe
competed in the giant ski slalom and
snowboard slalom events at the Winter
Sberbankiada in Sochi and came away
with three silver medals. The Sberbankiada is an annual event promoting sport
and a healthy lifestyle. This year, it was attended by over 1,100 employees and the
Group’s top sportspeople from Russia,
Europe, Kazakhstan, Belarus and Turkey.

The Sberbank Europe Ski Championship took place at the Kranjska
Gora resort in Slovenia for the fifth
consecutive year. Over 100 employees from the Sberbank Europe
network, including Slovenia, Serbia, Austria, Hungary and the Czech
Republic competed in giant slalom,
cross-country skiing and snowboard
races. Sberbank Slovenia dominated
the overall medal table with a total
score of 1085 points, followed by
Serbia (493) and Austria (330).

Sberbank Europe sponsors Teodor
Currentzis’ concert in Vienna
eodor Currentzis and his MusicAeterna orchestra performed at VienT
na's Konzerthaus on 18 April as part
of the Russia-Austria Year of Music
2018. Sberbank Europe in cooperation with Gazprom Neft Trading GmbH
was a proud sponsor of the concert. The
audience were impressed by the outstanding performance of the orchestra, who played Mozart’s overture to
“Le nozze di Figaro” and Beethoven’s
Piano Concerto No. 3 in C Minor and
Symphony No. 7. The concert was followed by a convivial reception in Konzerthaus’ Wotruba Salon for guests
and clients of Sberbank Europe and
Gazprom Neft Trading GmbH.

Teodor Currentzis is the Artistic Director of the Perm State Opera and
Ballet Theatre, Artistic Director of
the ensemble MusicAeterna and of
the MusicAeterna Chamber Choir.
The performance at the Konzerthaus
opened the 2018 European Tour of
this renowned musician, which will
also take in such venues as the Berlin
Philharmonie, the Hamburg Elbphilharmonie, the Paris Philharmonie,
the Festspielhaus Baden-Baden and
La Scala in Milan. Teodor Currentzis
will also make his debut at the Dutch
National Opera with MusicAeterna
and Peter Sellars’ production of “La
Clemenza di Tito”.
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