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Two Success
Stories,
A Century
Apart
Volume II

And this giant himself, rushing on to new struggles
and new difficulties in an older land, forever suffering
the goad of a restless heart — for him was no ultimate peace,
no real understanding, but only hunger
and thirst and wonder.
Wealth, wealth, wealth!

T h e o d o r e

D r e i s e r ,

T h e

T i t a n
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Short introduction to volume I

Our success allows us look to the future with
optimism. We work for our clients and grow
together with our clients and partners.
We are sure that 2003 will be no less
successful than the year before and that
we will achieve even greater results.
Anatoly Goncharov1
Region Investment Company 2002 annual report.
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Life was war —
particularly financial life;
and strategy was
its keynote,
its duty, its necessity.
T h e o d o r e
T h e

D r e i s e r ,

F i n a n c i e r
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About REGION Investment Group

he history of Region investment group
already covers more than eight years.
Throughout this time we have striven for
one goal: To gain, cultivate and increase
the trust of our clients and business partners. This has been made possible thanks
to constant improvement in the quality of
client care. The first-class service and
concern for specific individual interests
we provide to every client have been and
continue to be our strategic priorities.
The widening spectrum of services we
offer has served as the stimulus for the
company’s development. The dynamic
development exhibited by the Region
Investment Company in recent years has
made it the center of activities of a financial group that operates in a number of financial market segments. This accomplishment is thanks to the well-coordinated
work of a team of professionals that is at the core of Region.
Despite the development of a more complicated group structure,
the relationships within the group continue to be built on the basis
of a unique combination of professionalism, honesty, reliability,
experience and a general desire to create an effective market for
financial services in Russia.
We continue to promote the principle of open information. The
structure of the Region group is absolutely transparent, and we
maintain our financial accounts in accordance with this principle. Complete information on this and about the people who
work at Region, as well as about our strategic priorities for the
group’s development, can be found within the pages of the 2003
Annual Report.
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Operating highlights of REGION IG
($1,000)

2001

Securities trading

2002

2003

(consolidated)

(consolidated)

2 373 083

3 083 591

Equity

18 922

18 589

19 808

Total assets

41 690

71 619

146 425

0

13 397

61 100

Assets under management

6 192 846

* actual number in charts and tables in this report are in RUR. Conversion to USD has been made using official
CBR rate at the end of corresponding period or average official CBR rate for corresponding period

Ratings
Region Investment Company, the core of the investment group, holds
an impressive «AA» rating for reliability from the National Association of Stock
Market Members (NAUFOR).
The management company Region Asset Management holds a highly reliable
«A» rating from NAUFOR, as well as an «A» rating from
the Expert ratings agency.
Stock Market Membership
The Region brokerage is a member of the RTS, MMVB,
and the St. Petersburg Stock Market.
Membership in self-regulatory and professional organizations
The Region Investment Company is a member of NAUFOR and
of the Association of Members of the Promissory Note Market (AUVeR),
the management company Region Asset Management is a member
of the National Association of Non-State Pension Funds and the National
League of Management Companies, while Region Financial Consulting
is a member of the Professional Institute of Stock Offerings and Trading,
a self-regulatory non-commercial partnership.
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About REGION Investment Group

Licensed companies within the Region investment
group.
OOO Region brokerage
Brokerage activities license No. 077-06516-100000,
issued April 8, 2003 and valid through April 8, 2006.
ZAO Region depository company
Depository activities license No. 077-06623-000100,
issued May 14, 2003 and valid through May 14, 2006.
ZAO Region Asset Management
Unit fund and non-state pension fund management
license No. 21-000-1-00064,
issued on May 22, 2002 and valid through May 22, 2007.
License for securities management No. 077-06261001000,
issued Nov. 5, 2002 and valid through Nov. 5, 2005.
ZAO Region Financial Consulting
Brokerage activities license No. 077-06848-100000,
issued July 15, 2003 and valid through July 15, 2006.
OOO Region Development
Investment fund, unit fund and non-state pension
fund management license No. 21-000-1-00125,
issued Aug. 19, 2003 and valid through Aug. 19, 2008.
Auditor
The auditor for the Region investment group
is PricewaterhouseCoopers.
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Those who know anything concerning the
financial world and its great adventures know
how precious is that reputation for probity,
solidarity, and conservatism on which
so many of the successful enterprises
of the world are based.
Theodore Dreiser, The Titan

Anatoly Goncharov
Chairman of the board
of directors of the Region
Investment Company
and its subsidiaries.

Anatoly Goncharov was born on Jan. 11, 1971.
He is a graduate of Moscow State Technical University, the School
of Finance and Banking of the Inter-Regional Association of
Methodology, the Academy of Budget and Treasury of the Finance
Ministry of the Russian Federation, and the Institute for the
Retraining and Improvement of Personnel Qualifications Among
Financial-Banking Specialists of the Financial Academy of the
Government of the Russian Federation.
From 1994 to 1996, he worked in the securities department of the
Russian Credit commercial bank as a specialist in the promissory
note and credit section, deputy head, and then head of the securities flotation section, and then as the head of active operations. In
1996 and 1997, he was section head in the department for payments
to the executive organs of the All-Russian Bank for Regional
Development.
Together with a group of likeminded individuals, Anatoly Goncharov
founded Region Investment Company, which he heads, along with its
subsidiaries. Since 1999, he has been the president of FinancialIndustrial Bank. He is a member of the presidium of the organization
Civil Society and the National Civil Committee for Cooperation
Between Law Enforcement, Legislative and Judicial Agencies.
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Dear Clients and Partners!
Most are familiar with the economic success of the Russian
economy in the past year. In 2003 our country earned an investment grade rating, GDP grew by 7.3 percent, virtually the
highest figure for countries with such a rating, and growth in the
funds market for the year was just as impressive — according to
the MSCI index, the figure was 70.3 percent. Among countries
with similar ratings, this indicator is also well above average.
Long-awaited structural reforms were also begun in Russia. Of
particular significance, not only for its social consequences but
also for its importance to the country’s financial system, is that
of pension reform.
Last year the Region investment group grew at a rate equal to or
above that of the market as a whole. The aggregate volume of
securities operations by the group grew by 100 percent. The
group’s aggregate assets also almost doubled.
Besides the growth in the quantitative indicators, there were
also serious qualitative changes.
In 2002, the board of directors adopted a long-term strategy for
the formation of the investment group on the basis of Region
Investment Company. One year later, it is fair to say that this
strategy has been realized successfully. The Region Investment
Company, which has been working successfully for many years
in the securities market, has become the core of a group of specialized investment companies. This group has grown into a
holding company that is transparent and has a clear management structure and ownership.
Companies bearing the name «Region» are working in all sectors of the financial markets, providing the full spectrum of
services. The group is confidently and successfully realizing
its strategic direction — asset management. At the end of last
year, Region Asset Management was handling the assets of 18
non-state pension funds and two unit funds. Our management company was one of the 55 companies selected by the
government to manage the funds accumulated as the discre-
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tionary portion of Russians’ automatic pension fund contributions.
Last year, for the first time in Russia, trading began in the shares
of intervalny investment funds. We can now proudly call this is
a unit fund of dividend shares and corporate bonds handled by
Region Asset Management and say that the idea was brought to
reality as a result of a joint project between the RTS and the
Region investment group.
The professionalism of the team at Region forms the basis for
the investment group’s finely tuned operating procedures.
Almost half of our employees have been working in financial
markets for more than five years, one in six workers at the
investment group hold not one, but two post-secondary
degrees, and 6.4 percent hold graduate degrees.
The systematic realization of the strategic priorities and the
professionalism of our team are the keys to the Region investment group’s position among Russia’s leading investment firms.
In 2002, we were 12th in securities’ turnover, while last year we
took 13th place in Russia according to this indicator.
Our position in these standings, however, wasn’t the most
important thing either for the management or the ownership of
the group. What I said last year is still the case: We work for our
clients and partners and grow along with them. It is precisely
this that allows Region to perfect its principles of corporate
management, search for new directions of business development, and, as a result, to look to the future with optimism. We
believe that next year we will be able to report on the realization
of the plans formulated for 2003. These are the introduction xo
the market of new unit funds, including those specializing in
real estate, a new level of analytical products and services and
consultation on increasing the value of your business — a question of principle importance to all Russian issuers.
We are convinced that for ourselves, our clients, our partners
and colleagues, 2004 will be no less successful than last year.

Anatoly Goncharov
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BOARD OF DIRECTORS
Anatoly Goncharov
(Chairman)

The structure
of the Region

Paul G. Putz

Investment Group
Alexander Kolganov

As of Jan.
1, 2004

Alexander Rudik

SHAREHOLDERS

Sergei Sudarikov

Anatoly Goncharov

35%
15%

Sergei Sudarikov

Region Investment
Company

35%
Alexander Rudik
15%

100%

Unallotted Shares

100%
Region Asset
Management

100%

100%
Region
Brokerage

The management
of assets on
financial markets
100%

Operations on
financial
markets

Region
Financial Consulting
The organization
of external
financing

Region Depository
Company
The registration
and care of
securities

Region
Development
The management
of assets on the
real estate market
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Members of the board
of directors of Region
Investment Company
and its subsidiaries:
Anatoly Goncharov (Chairman)
Paul G. Putz
Alexander Kolganov
Alexander Rudik
Sergei Sudarikov

Paul G. Putz,
independent direCTOR
Mr. Putz graduated from Bundesgymnasium Babenbergerring, Wiener Neustadt,
and from California State University,
Hayward. Since 1991 he has been involved
in various investment banking activities in
Central and Eastern Europe. In the meantime his job includes international business
development of REGION IC and the coordination of Group business structuring as a
Member ob Board of REGION Investment
Company.

Alexander Rudik
Born on Aug. 15, 1971. He is a graduate of
Moscow State University, and the Academy
of National Economy of the Government
of the Russian Federation.
From 1997 to 1999 he was the general
director of Agro-Reserve. From 1999 to
2000 he worked as vice president of Region
Investment Company.
In 2001 he moved to the government sector
and worked for two years as the deputy head
of the Irkutsk Regional Administra-tion.
He returned to the post of vice president of
Region Investment Company in 2003.

Alexander Kolganov
Born on Dec. 6, 1968. He is a graduate of
Moscow State Technical University, the
School of Finance and Banking of the
Inter-Regional Association of Methodology, and the Institute of Contemporary
Education YurInfor at Moscow State
University.
From 1993 to 1998, he worked at Russian
Credit Bank as the chief specialist in the
auditing and internal bank controls section, and then as chief specialist and deputy
head of the internal banking audit methodology section. Since 1998, he has worked as
the deputy to the president of FinancialIndustrial Bank.

Sergei Sudarikov
Born on May 12, 1971.He is a graduate of
Moscow State University and the AllRussian
Correspondence
Financial
Institute.
Since the foundation of Regional Investment Company, Sergei has worked at the
firm as a trader, the head of the trading section, deputy general director and, since
May 2002, general director.
He is a member of the board of directors of
Financial Industrial Bank. Since 2002, he
has been a member of the Board of
Directors of the National Association of
Stock Market Members (NAUFOR).
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”I have a seat on the New York Stock Exchange,”
he [Cowperwood] went on, ”and that’s worth forty
thousand dollars. My seat on the Philadelphia
exchange is worth more than yours here. They will
naturally figure as the principal assets of the firm.
It’s to be in your name. I’ll be liberal with you,
though. Instead of a third, which would be fair,
I’ll make it forty-nine per cent., and we’ll call the
firm Peter Laughlin & Co.”
Theodore Dreiser, The Titan

REGION INVESTMENT COMPANY
Manages companies working on the
securities markets and provides
analytical and information services.
General director

Sergei Sudarikov

Sergei Sudarikov was born on May 12, 1971. He is a graduate of
Moscow State University and the All-Russian Correspondence
Financial Institute.
Sudarikov has worked at Region Investment Company since it
was founded, first as a trader and then as head of the trading section, deputy general director and, since May 2002, as general
director. He is a member of the board of directors of Region
Investment Company and its subsidiaries working in different
sectors of the stock market, and is also a member of the board of
directors of Financial-Industrial Bank. He has been a member of
the board of directors of the National Association of Stock
Market Members (NAUFOR).
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Region Investment Company has been working in the securities
markets for over eight years, earning the trust of its clients, partners and the professional community. In recent years, Region
Investment Company has taken on a new form. It no longer
works on securities markets themselves, but formulates the strategy for and controls and serves the operations of five subsidiary
structures, which cover almost all segments of Russia’s financial
markets. All the same, Region Investment Company remains
responsible for such key functions as providing common analytical, legal and organizational services, as well as financial control.
The formation of the Region investment group has been practically completed over the last year. The result has been more than
just the establishment of five subsidiary legal entities, each with
their own licenses and set of books. Most of all, they make it possible to provide more professional and quality services in different sectors of the financial markets, applying new technologies
and approaches to business under the same unified team of professionals. Investment in human resources is no less important for
us than investment in securities. Region has not only been able to
maintain the core of its team, meaning stability in its operations,
but has also constantly added to it.
New fields of operations appear and traditional directions
become more attractive, but the principles we follow remain the
same: reliability and mutual trust; professional development; the
individual approach and attention to the interests of every client;
honesty in business relations with our partners; and diversity in
technology, product lines and the locations where services are
offered. Thanks to the adherence to these principles, Region has
been able to maintain a stable position among Russia’s biggest
investment companies. In 2002, Region Investment Company
was 12th in total stock turnover, while last year our investment
group stood 13th in Russia.
Stability of this type proves, once more, that Region is keeping
pace with the main tendencies that define the development of
Russia’s financial markets.
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The rapid growth in the Russian economy, the beginnings of
pension reform, the surge in the development of investment
funds and the appearance of new emissions on the market are
the events specifiethat have defined the development of the
markets over the past year. The results posted by Region
Investment Group prove that we have been able to capitalize on
the rapidly developing environment. Thus, in 2002, the management company Regional Asset Management was 15th in
Russia in assets managed. Despite the fact that interest in this
area of business grew substantially over the last year and a large
number of new players have appeared on the market, our management company placed 12th in the country according to this
indicator.

Our main asset is the trust of our clients
and partners. That there are more of these
with every passing year is our greatest
source of pride.
Developing and maintaining the trust of clients and partners is
impossible without a high degree of openness, which is something
that Region Investment Company constantly strives to maintain.
The completely transparent ownership structure (the 100-percent
control of its subsidiaries by Region Investment Company) allows
the entire group of investment companies to consolidate their
accounts and books, making them comprehensible for our partners, clients and the public in general. Last year was marked by
the dynamic growth of financial indicators for Region. With
regard to equity capital, the group of companies rose from 12th to
7th place in Russia, which is another sign of our reliability.
But, our main asset is still the trust of our clients and partners.
That there are more of these with every passing year is our greatest source of pride. This means that the strategic direction chosen by the Region investment group was the right one.
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Jan. 31
2003
For the first time in Russia,
within the framework
of a joint project between
the RTS and the Region
investment group, the trade
of the shares of the interval
investment fund «Dividend
Shares and Corporate
Bonds» began under
the control of Region Asset
Management.

May 16
2003
Promissory Note
Clearing — Depository
Company, later renamed
Region Depository
Company, was granted
a license for depository
activities.

Feb. 26
2003
The Region investment
group was awarded
the status of market
maker by the Moscow
Credit Committee.

REGION

July 7
2003
IFC chose the depositary
of the Region
investment group
as the representative
custodian for
the refinancing
of mortgages
for DeltaCredit Bank.

July 14
2003
Region Brokerage
became a member
of the RTS

May 27
2003
Region Development,
specializing
in the management
of closed real estate unit
funds was registered.

— 2 0 0 3 : D AY BY D AY

July 23
2003
The formation of
the open unit
investment fund Region
Fund Shares under
the management
of Region Asset
Management was
completed.

Sept. 5
2003
Region Asset
Management was
included in the list of 55
management companies
who won the right
to handle the funds
accumulated as
the discretionary portion
of Russians’ automatic
pension fund
contributions.

Oct. 8
2003
The Pension Fund
of Russia and Region
Asset Management
signed a contract
for the management
of automatic
pension fund
contribution assets.

Nov. 18
2003
The Federal Securities
Commission confirmed
Region Financial
Consulting’s compliance
with the applicable
requirements
for operation
as a financial
consultant on
the securities market.

Nov. 19
2003
The report of a share
emission more than
doubling the equity
of Region Asset
management was
registered.

Dec. 1
2003
The Region investment
group won the award
for «best idea»
at the 6th Competition
for Annual Reports
organized by
the RTS Fund Market
and the magazine
Securities Market.
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INVESTMENT COMPANY
REGION GROUP
Summarised Financial Statements
From the Audited Consolidated Financial
Statements
31 December 2003
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ZAO PricewaterhouseCoopers Audit
Kosmodamianskaya nab. 52/5
115054 Moscow
Russia
Telephone +7 (095) 967 6000
Facsimile +7 (095) 967 6001

AUDITORS’ REPORT ON THE SUMMARISED
CONSOLIDATED FINANCIAL STATEMENTS
To the Board of Directors and Shareholders of ZAO “Investment Company Region”:
We have audited the consolidated financial statements of ZAO “Investment
Company Region” and its subsidiaries (together the “Group”) as at 31 December
2003, from which the accompanying summarised consolidated financial statements
were derived in accordance with International Standards on Auditing.
In our report dated 14 October 2004 we expressed an opinion that the consolidated
financial statements of the Group present fairly, in all material respects, the consolidated financial position of the Group as at 31 December 2003 and the results of its
operations and its cash flows for the year then ended in accordance with International
Financial Reporting Standards.
In our opinion, the accompanying summarised financial statements are consistent,
in all material respects, with the financial statements, from which the summarised
financial statements were derived.
For a better understanding of the Group’s financial position, results of its operations
and cash flows for the year and the scope of our audit, the accompanying summarised
consolidated financial statements should be read in conjunction with the consolidated financial statements, from which the accompanying summarised consolidated financial statements were derived, and our auditors’ report thereon, which are not
included herein.

Moscow, Russia
14 October 2004
The firm is an authorized licensee of the tradename and logo of PricewaterhouseCoopers.
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8
9
10

Investment securities available for sale

Investment securities held to maturity

Investment in associates

Receivables from broker-dealers and clearing houses

12

Other assets

Total assets

11

Originated loans

Receivables from customers

6
7

Trading securities

5

Note

Cash and cash equivalents

Assets

Investment Company Region Group Consolidated Balance
Sheet as at 31 December 2003 (in thousands of Russian Roubles)

Investment Company Region Group
Summarised Financial Statements Derived from the Audited Consolidated Financial Statements
Consolidated Balance Sheet as at 31 December 2003
(in thousands of Russian Roubles)

4 603 193

48 351

430 127

9 948

173 887

244 280

—

127 657

3 085 997

482 946

2003

2 082 409

26 414

150

69 288

189 062

376 386

100 010

26 325

1 062 559

232 215

2002
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14
15

Borrowings

Promissory notes issued

17

707 615

611 665

(41 939)

224

595 988

57 392

17 626

1 453 118

18 635

3 303

828 539

312 821

241 215

48 605

The consolidated financial statements, which the above summarised consolidated financial statements has been derived from, are available
from Investment Company “Region” located at ul. Verkhnyaya Krasnoselskaya, 11a, bld.6 upon request

4 603 193 2 082 4090

Total shareholders’ equity

Total liabilities and shareholders’ equity

53 915

320

595 988

57 392

17 910

3 877 668

24 270

5 401

1 190 871

2 236 570

239 998

180 558

Retained earnings/(accumulated deficit)

Cumulative translation reserve

17

Share premium

16

Share capital

Shareholders’ equity

Minority interest

Total liabilities

Deferred tax liability

21

13

Client funds

Other liabilities

10

Payables to broker-dealers

Liabilities
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7 354

- Asset management fees

6 110
427 695

Other income

Total revenues

—

8 759

- Brokerage and depository fees

Gains on origination of promissory notes issued at the rates below the market

13 488

- Investment advisory fees

15

18

Interest income

Commissions:

67 384

27

Gain arising from disposal of subsidiary

85 070

(54 936)

(2 773)

Loss arising from disposal of associate

297 239

2003

Net loss arising from investment securities available for sale

Note

Net income arising from trading securities

Revenues

Investment Company Region Group Consolidated Statement of Income
for the Year Ended 31 December 2003 (in thousands of Russian Roubles)

Investment Company Region Group
Summarised Financial Statements Derived from the Audited Consolidated Financial Statements
Consolidated Income Statement for the Year ended 31 December 2003
(in thousands of Russian Roubles)

185 685

1 104

1 846

-

5 491

4 682

54 737

—

—

—

117 825

2002
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Net profit/(loss)

(41 829)

(126)

(41 703)

(21 320)

(20 383)

25 711

(46 094)

(42 355)

(3 739)

189 424

—

49 507

933

40 214

98 770

End of Summarised Financial Statments Derived from the Audited Consolidated Financial Statments

The consolidated financial statements, which the above summarised consolidated financial statements has been derived from, are available
from Investment Company “Region” located at ul. Verkhnyaya Krasnoselskaya, 11a, bld.6 upon request

(284)
95 854

Minority interest

96 138

(13 835)

21

Income tax expense

Profit/(loss) after taxation

109 973

50 163

Profit/(loss) before taxation

59 810

—

59 810

367 885

635

Share of profit after tax of associate

9

15

Profit/(loss) from operations

Monetary loss

Operating income/(loss)

Total expenses

at the rates below the market

Losses from early retirement of promissory notes issued

5 748
64 587

20

70 759

226 156

Operating expenses

19

Employee compensation and benefits

Commissions and brokerage fees

18

Interest expense

Expenses
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Largest russian investment companies
by equity in 2003 (Russian accounting standards)

Rank

Name

Equity,
$ mln

169,6

Net Profit/
Assets/
Equity (%) Equity (%)

1

Central Surgut Depository

5,3 162,0

2

IFD Kapital

90,4

44,6

3

Russ-Invest IC

83,9

30,5 120,2

4

Megatrustoil FC

34,3

0,5 194,7

5

KM Invest

24,2

111,4 239,4

6

Land TIC

21,3

9,6

7

REGION IG

20,7

6,1 739,2

8

Metropol IFC

15,1

na 1495,2

9

Alemar

13,2

103,0 156,6

10

TCL International

13,2

na 134,7
42,5 124,9

87,2

30,7

11

Leader

13,0

12

BrokerCreditService

11,4

13

Energy-Invest Fund

8,8

65,8

14

Solid IFC

8,4

26,7 315,5

15

Interfin Trade FG

7,0

31,1 225,4

16

Invest-Centre

6,4

2,0 291,2

17

Investtechnologii

5,0

2,0 319,4

18

Clearing Stock Centre

5,0

17,7 669,3

19

Ermak IC

4,9

41,3 221,0

20

SakhaInvest IF

4,5

8,3 434,2

21

Brunswick UBS

4,5

na 221,0

22

Mekom

4,3

na 625,6

23

Universal-Invest

3,9

4,9 286,4

24

FNDS Corporation

3,9

67,6 446,3

25

Mega IC

3,9

0,1 100,5

Source: Kommersant DENGI

3,1 262,2
na
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Largest russian investment companies
by assets in 2003 (Russian accounting standards)

Rank

1

Name

Central Surgut Depository

Assets,
$ ‘000

274 791

2

Metropol IFC

225 116

3

REGION IG

152 739

4

Troika Dialog Group

151 445

5

NIKoil Group

116 205

6

Russ-Invest IC

100 792

7

Baltic Financial Agency

99 012

8

IFD Kapital

91 430

9

Veles Capital IC

85 363

10

Megatrustoil FC

66 712
61 563

11

Web-invest.ru

12

Russian Investors

61 135

13

Investment Capital

59 306

14

KM Invest

58 008

15

Aton Capital

55 989
44 385

16

Renaissance Capital Group

17

Finrate

43 501

18

Accord-Invest

38 300

19

Gambit Securities BC

37 932

20

Finec IC

37 566

21

Clearing Stock Centre

33 185

22

BrokerCreditService

29 824

23

Mekom

27 176

24

Promsvyazinvest

26 799

25

Solid IFC

26 639

Source: NAUFOR
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Largest russian investment companies
by earnings in 2003 (Russian accounting standards)

Rank

Name

Earnings,
$ ‘000

Earnings
per employee, $ ‘000

1

IFD Kapital

38 649

991

2

KM Invest

25 869

2 874

3

Russ-Invest IC

24 537

1 887

4

Central Surgut Depository

8 536

1 219

5

Leader

5 304

1 768

6

NIKoil Group

3 266

52

7

Clearing Stock Centre

2 573

60

8

FNDS Corporation

2 510

167

Priotitet FC

1 994

111

10

9

Ermak IC

1 954

279

11

Invest-Inform IC

1 925

321

12

Leading

1 825

107

13

TatInC IC

1 752

250

14

Neft-Consulting

1 640

410

15

Interfin Trade FG

1 563

40

16

Megatrustoil FC

1 486

93

17

Sibprofinvest

1 445

241

18

Garant-M

1 424

237

19

Solid IFC

1 326

15

20

Regionfinance

1 218

122

21

REGION IG

1 214

40

22

MCFO

1 125

102

23

Russian Investors

1 111

44

24

Berlek Fund

1 074

119

25

United Finance

1 045

42

Source: NAUFOR
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I want a decent return for investments I have
made, and I am going to have it. I cannot speak
for the others behind me, but as long as they deal
through me that is what they will expect.
Theodore Dreiser, The Titan

REGION
ASSET MANAGEMENT
The management of assets
on financial markets
General Director

Andrei Zhuykov

Andrei Zhuykov was born on July 15, 1973. He is a graduate of
the Zhukovsky Air Force Engineering Academy and the All
Russian Correspondence Financial-Economic Institute. He
holds a Central Bank Financial Committee 1.0 class qualification
(brokerage, dealing activities on securities markets), as well as a
5.0 class qualification (securities management activities).
He has worked in Region Investment Company since 1997 as a
commercial section specialist, head of the client services section,
the direction of asset management operations and first deputy to
the general director. In January 2002, he was named head of the
new company Region Asset Management.
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For Region Asset Management, 2003 was not only the year in
which it was formed, but also a year in which it experienced
rapid growth. The strategic policy of Region investment group,
focusing on making asset management its priority, made it possible for the company to become a serious player on the market
for asset management and services and quickly to occupy a place
among Russia’s largest companies specializing in this sphere of
activity. In 2003, the majority of the company’s attention was
devoted to the development of unit investment funds as instruments for collective investment. The regulations were registered, as were the open unit investment fund Region Share
Fund and the interval unit investment fund Dividend Shares and
Corporate Bonds.
That the group chose the appropriate strategy is born out by the
significant growth in its client base. In 2002, we had five nonstate pension funds as clients. By the end of 2003, that number
had grown to 18. The trust of its clients is one of the chief values for any management company. More and more companies,
including a number of prominent structures, are numbered
within the list of those who have placed their trust in Region
Asset Management. Thus, in the last year, the company won a
tender for the right to manage the pension reserves of the nonstate pension fund of Sberbank, Russia’s largest bank by
deposits.

million rubles
($5 million)
was the net wealth of the interval unit investment
fund Dividend Shares and Corporate Bonds, while
the net wealth of the open unit investment fund
Region Shares Fund was 6.8 million rubles ($232,000).
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The sum of assets under management by the
company increased five-fold, reaching the total of

billion rubles
($61,5 million)

For a management company, reliability is one of its most important characteristics, which is why strengthening the financial
stability of the business was a central focus of attention in 2003.
Region Asset Management holds high ratings from well-known
ratings agencies.
— Rating agency Expert RA: Category A, for a high rating of
reliability.
— Rating agency NAUFOR: Category A, for a high level of reliability.
According to 4th quarter results for 2003, the company placed
12th in the ratings of management companies by NAUFOR for
the total value of assets managed and 6th place according to
equity capital. These results reveal the confident growth in
Region Asset Management’s indicators.
The team at Region Asset Management, first of all, consists of
a collection of highly qualified professionals. This point is made
eloquently by the new technologies that we have developed and
the superior results we have achieved in asset management.
The shares in the interval fund Dividend Shares and Corporate
Bonds that was developed by us were the first in Russia to be
placed on the RTS. They then also moved onto the MMVB as
a secondary market.
Last year, Region Asset Management became the first Russian
firm to implement technology for increasing the assets of unit
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investment funds by means of attracting new investors via the
stock market. The technology for organizing the circulation of
shares on the market used by us allowed for a significant broadening of the geographic base of potential investors. Anywhere in
the country where brokerage companies operate, shareholders
are able to buy or sell shares in unit funds under the management of Region Asset Management.
Liquid secondary markets allow shareholders to sell their shares
at any time when intervals are open. As a result of this work, our
shares have established the highest liquidity and level of turnover
among those being traded on the market. Investors value the
technology that we have developed, resulting in a significant
growth in the number of shareholders and total assets attracted
to unit funds over the last year.
The most important indicator for a management company is the
result of its activities — meaning the creation of profits for its
clients. Last year was exemplary from the point of view of effective management.
Our managers generated superior results in management on the
shares market as well as in long-term securities:
● Yield from managed pension reserves of non-state pension
funds (conservative portfolio) — 20 percent per annum;

Share-cost dynamics for shares in the interval
unit investment fund Dividend Shares
and Corporate Bonds and the consumer
price index for 2003.
(January 2003 set as base level 100)
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The dynamics of growth of share price in Region
Share Fund and weighted average cost of shares
in all Russian open-share funds.
(Beginning of August 2003 set as base level 100)
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from the unit investment fund Dividend Shares and
Corporate Bonds — 23.5 percent per annum (over 11 months)
● Yield from the unit investment fund Region Share Fund — 34
percent per annum (over five months)
● Yield from the annual combined (composite) portfolio of
client’s shares under individual asset management agreements
was 62 percent (while the RTS index grew by 46 percent for
the year)
In 2003 Region Asset Management was one of the winners of
a Finance Ministry competition to select management companies to handle pension fund assets. Enormous work was
done to explain the essence of pension reforms to workers in
many companies all over Russia. For this purpose, a special
internet-based information base, www.PensionStart.ru, was
created, along with the establishment of a call-in center for
providing the public with consultations on questions of pension reform. Without the benefit of a mass media information
campaign, it was only thanks to the authoritative position of
Region Asset Management that 1,224 people transferred the
management of the discretionary portions of their state pension contributions to us.
The most important task in the process of asset management is
establishing the reliability of investments and the management of risks. High yields should be reached not on the basis
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Region Asset Management main indicators for 2003

January 1,
2003

Assets under management, $ mln

July 1,
2003

January 1,
2004

12.0

54.4

63.7

under management, $ mln

2.7

5.9

15.6

Mutual fund assets, $ mln

0.0

4.6

5.2

Equity, $ mln

0.9

1.7

3.8

7

11

17

Pension fund reserves

Non-State Pension Funds
under management

of increased risk and the selection of stocks that are less reliable, but through implementing investment strategies and
managing portfolios. Most of all, this involves active methods
of portfolio management: the prediction of changes in interest
rates; classic methods of portfolio immunization; etc. We make
our investment decisions on the basis of data generated by fundamental analyses and the comprehensive analysis of the
financial fundamentals of shares of the firms in question, within limits set by the credit committee and on the basis of assessments and recommendations by analysts within the Region
investment group. In the future the development of asset management services for our clients will be the priority for the
Region investment group. The high liquidity of shares managed by Region Asset Management creates the necessary prerequisites for the creation of regional networks and their
growth to cover all of Russia. The high technological level of
market trade in shares and the transparencyof price determination allows for the minimization of cost for shareholders,
which, in turn, leads to the achievement of higher yields. In
2004 we plan to establish and develop new technological prod-
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The dinamics of the RTS index
and composite share portfolio
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ucts and instruments, allowing for further increases in
yields for our clients. We understand the importance and
social value of managing the pension reserves of non-pension funds and our energies in the future will be concentrated in this direction, which is our highest priority.

The number of members in Russian mutual
funds from 1895 to 1915
(individuals)
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907,64
785,80
717,48
549,10
412,03

3 NIKOIL Group

4 Kapital AMC

5 Management Consulting

6 Troika Dialog AMC
156,65
114,48
105,25

Asset Management

8 Alfa-Capital AMC

9 Trinfico AMC

7 PIOGLOBAL

1410,38

Assets under
management,
$ mln

1 Leader

Name

2 Management Center AMC

N

-11,57

7,53

13,77

102,64

10,67

6,27

93,28

33,08

40,82

Change
from previous
quarter, %

1,82

1,73

3,66

3,45

1,43

60,91

17,01

2,87

9,47

Equity,
$ mln

6,15

0,00

-3,07

12,12

0,00

22,79

10,35

0,00

0,00

Change
from previous
quarter, %

7

13

20

24

10

13

32

15

8

Employees
with
FCSM
sertification 5.0

3

11

8

40

0

23

11

0

3

Number
of Non-State
Pension Funds

MAIN INDICATORS FOR THE LARGEST MANAGING COMPANIES
FOR THE 4th QUARTER OF 2003

Number
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Asset management

35,44
33,07

19 VIKA AMC

20 Pifagor AMC

Source: NAUFOR

39,49

41,24

44,02

51,56

55,37

61,93

Traditsii

18 Promyshlennie

Asset Management

17 Pallada

Technologies

16 Creative Investment

15 Interfin Capital AMC

Management Company

14 National Asset

13 RTK-Invest

63,74

69,19

11 Aton-Management AMC

12 REGION

70,40

10 UFG Invest

57,88

—

149,64

4,28

87,61

8,70

112,70

24,40

63,11

8,81

161,22

1,77

1,77

3,33

1,94

1,58

3,50

2,31

3,53

1,71

3,79

2,01

1,16

0,00

—

0,35

-5,03

95,00

1,49

107,01

0,00

117,29

3,61

6

5

8

9

5

12

6

5

8

10

10

6

2

17

4

19

4

1

4

1

17

27

5

0

0

5

7

3

0

0

2

1

2

REGION Investment Group annual report

41

42 R E G I O N B r o k e r a g e C o m p a n y : F i n a n c i a l m a r k e t o p e r a t i o n s

Cowperwood was always a great borrower.
His paper was out in large quantities.
He introduced himself frequently to powerful men
in this way, taking long or short loans at high
or low rates of interest, as the case might be,
and sometimes finding some one whom he could
work with or use.
Theodore Dreiser, The Titan

REGION BROKERAGE
COMPANY
Financial market operations
General Director

Alexei Kuznetsov

Alexei Kuznetsov was born on Dec. 1, 1964. He is a graduate of
the Moscow. Higher School of Technology. He holds a 1.0 level
(brokerage and dealer activities and management of securities)
qualification with the Russian Federal Securities Commission.
He came to Region Investment Company in 1997 as a specialist
in the development department. In 1999, he was appointed head
of the client services section, after which he rose through the positions of the head of the promissory note section, head of the securities operations department and then the director of trade and
client operations. He has headed Region Brokerage Company
since 2003.
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The last year has been significant in achieving one of the main
strategic aims that were set by the Region investment group:
broadening our client base and perfecting the services we have
introduced for our clients. Particularly for this reason, in 2003 the
brokerage activities within Region Investment Company were
spun off into a separate company, the limited liability company
(OOO) Region Brokerage Company. The new company is not
only a 100-percent subsidiary of Region Investment Company,
but also has as its mission defending and developing the principles
and technologies that have allowed the Region investment group
to gain recognition and respect in the market.
The distinctive features of Region Brokerage Company’s work are
its ability to work with different instruments in any segment of the
financial market and its individual approach to and defense of the
interests of every client. Our principles of operation are based on
a combination of reliability, honesty, stability and professionalism.
The results in 2003 show that the investment group chose the
right direction for development. The respect for the interests of
the client, aspiring to minimize his or her risks when operating in
any market, the development of joint technologies of client services — all of these are our priorities for the development of the
brokerage aspect of our business.

I
2002

II
2003

III

IV

5 958 031 883,3

3 075 975 268,2

1 927 098 273,0

1 038 294 459,0

1 310 005 133,5

794 467 497,0

1 702 575 820,0

694 868 877,5

548 344 434,7

1 018 352 656,8

Quartely changes in trading turnover
of REGION IG in 2002-2003

Year total
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billion rubles
($6,1 billion)
was the volume of trade in securities
by Region Brokerage Company in 2003.

The result of our carefully planned work to develop our cooperation with clients has been significant growth in trade turnover for
the group, which was generated by the operations of Region
Brokerage Company. Over the last year, this figure grew by 90 percent. By comparison, the total value of trade on the MMVB, RTS
and the St. Petersburg Stock Exchange was 80 percent higher in
2003 than it had been in 2002. The growth in trade volume for
Region Investment Company was carefully planned and steady, as
shown by a quarter-by-quarter analysis of its dynamics.
The 4th-quarter results for 2003 showed that the Region investment group is one of the leading members of Russia’s stock market, not just from the standpoint of the group’s traditional over the
counter operations (9th place in Russia), but also in exchange
operations (20th place).
The structure of trade turnover of Region Brokerage Company
does not differ significantly from figures from previous years,
when the center of activities with securities was Region
Investment Company. As before, our clients are interested in
promissory notes, and the figures for trade in these still occupies
a primary place over other financial instruments. The second priority for the company was the bond market. The turnover in this
type of financial instrument in 2003 almost doubled over that for
the previous year. Region Brokerage Company remained an
active participant in the stock market, offering its clients highquality services in this segment of the financial markets.
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Largest Russian investment companies by market turnover
(ex. OTC market) in quarter IV of 2003

Rank

Name

Turnover,
$1,000

1

BrokerCreditService

6 728 976

2

Aton Capital

5 094 031

3

VEO-Otkrytie

5 034 341

4

Web-invest.ru

4 012 196

5

Troika Dialog Group

3 268 645

6

Alor Invest

2 760 339

7

Finam IC

2 523 088

8

NIKoil Group

1 949 987

9

Renaissance Capital Group

1 913 176

10

UFG

1 583 998

11

Geleum IC

1 028 540

12

Metropol IFC

782 447

13

Vitus IC

772 486

14

East Capital IC

698 092

15

IFD Kapital

481 990

16

Garant-M

477 987

17

AVK Group

439 509

18

MEG INVEST

430 030

19

Zerich Capital Management

350 077

20

REGION IG

331 081

21

Trust-Invest IC

313 583

22

Solid IFC

295 365

23

Elemte IC

289 320

24

Financial Bridge IC

245 921

25

Olma Group

243 898

Source: NAUFOR
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Largest Russian investment companies by OTC market
turnover in quarter IV of 2003

Rank

Name

Turnover,
$1,000

1

Troika Dialog Group

5 408 968

2

BrokerCreditService

4 499 244

3

UFG

4 104 587

4

Renaissance Capital Group

3 998 179

5

Veles Capital IC

3 417 948

6

Clearing Stock Centre

2 983 785

7

Web-invest.ru

2 233 529

8

NIKoil Group

2 064 760

9

REGION IG

1 646 243

10

Metropol IFC

1 517 222

11

Eurobroker

1 136 441

12

East Capital IC

1 053 319

13

Financial Management Institute

862 489

14

Aton Capital

775 866

15

IFD Kapital

670 010

16

Russian Funds — Prospekt Group

660 251

17

Exiton IFC

594 073

18

Investment Capital

590 623

19

Union Investment Royalty

572 378

20

Brunswick UBS

551 272

21

Afina IFC

449 457

22

Financial Bridge IC

319 308

23

Stiff & Dana

306 831

24

Leading

287 228

25

Univer IC

275 584

Source: NAUFOR
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Largest Russian investment companies by volume
of brokerage operations in quarter IV of 2003

Rank

Name

Brokerage operations,
$1,000

1

BrokerCreditService

8 261 111

2

Troika Dialog Group

7 540 062

3

Web-invest.ru

5 926 853

4

Aton Capital

5 868 048

5

Renaissance Capital Group

5 865 755

6

UFG

5 645 819

7

VEO-Otkrytie

5 113 236

8

NIKoil Group

3 786 098

9

Alor Invest

2 761 269

10

Finam IC

2 582 318

11

Veles Capital IC

2 060 340

12

REGION IG

1 931 765

13

Metropol IFC

1 858 799

14

East Capital IC

1 736 334

15

Financial Management Institute

16

Russian Funds — Prospekt Group

791 012

17

Vitus IC

779 028

18

Exiton IFC

594 073

19

Eurobroker

559 412

20

Garant-M

473 830

21

Zerich Capital Management

471 349

22

Brunswick UBS

453 413

23

AVK Group

440 712

24

Olma Group

376 405

25

IFD Kapital

355 009

Source: NAUFOR
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Structure of trading volume of
REGION IG in 2000—2003 (%)

Promissory Notes

Bonds

Shares

2000

97,58

1,25

1,17

2001

94,30

0,93

4,77

2002

83,50

5,70

10,80

2003

83,20

9,41

7,39

Over the last year, the main energies of Region Brokerage
Company were directed at the improvement of the quality of
client services. In line with this, we introduced the practice of
signing a single agreement for all brokerage services. Clients
signing this contract gain the ability to work with a broad spectrum of financial instruments. This allowed the company to
introduce comprehensive services and clients to diversify their
portfolios by buying different assets from all segments of the
market, react on the fly to market opportunities and to formulate their own individual trading strategies. In conjunction
with our flexible fees policy and transparent system providing
clear information, this allowed Region Brokerage Company to
take its praper place among the biggest professional participants in the securities market offering their clients brokerage
services.
Region Brokerage Company offers its clients the ability to carry
out operations with a broad spectrum of financial instruments:
stocks in Russian enterprises and banks; corporate, municipal
and regional bonds; promissory notes; futures and options; and
shares in unit funds. In 2003, Region Brokerage Company offered
its clients a broad spectrum of professional services.
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Most client-oriented investment companies
in Russia in 2003

Rank

Name

Number
of clients

Total of which,
are Individuals

Volume of brokerage
operations
per client, $ mln

1 Moscow stock center

5756

5750

0,06

2 AVK

4520

3859

0,26

3 BrokerCreditService

4441

3603

8,69

4 Finam IC

4342

4129

1,76

5 Aton Capital

3582

2400

4,37

6 VEO-Otkrytie

1789

1517

10,18

7 ENERGOCAPITAL

1688

1474

0,45

8 Neva-Invest IC

1531

1453

0,18

9 Elemte IC

1430

1383

0,11

10 Alor Invest

1422

1288

12,30

11 Perspectiva Plus IC

1364

1329

0,05

12 Web-invest.ru

1308

799

10,06

13 NIKoil BC

8,07

1280

778

14 Olma IF

902

692

na

15 IFD Kapital

852

726

1,48

16 VIKA

803

732

3,75

17 Perm Stock Company

702

655

0,51

18 Baltic Financial Agency

638

379

2,26

19 Ricom-Trust IC

558

516

0,25

20 Vitus

390

364

8,05

21 REGION IG

379

216

2,02

22 CentreInvest Securities

333

201

2,22

23 IT Invest IC

307

291

0,53

24 Solid

291

211

3,30

25 Lenstroimaterialy BF

258

192

0,60

Source: Kommersant DENGI
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clients
signed brokerage agreements with
Region Brokerage Company in 2003

Internet Trading
Clients of Region Brokerage Company can independently perform operations with securities with trading specialists on-line
with the help of a specially developed internet trading program.
The ability to trade via the internet trading system is available not
only individuals, but also to companies and banks. Our technology provides access to on-line trading (sub-broker terminal) to
the clients of our partners — professional participants in the
securities market — allowing them to broaden their business and
increase their client base.
DOW JONES INDUSRIAL INDEX. 1900 TO 1909.
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Margin Operations
In using Margin operations, the client is able to attract credit
resources (money and/or securities) to carry out operations on
the formal securities market.
Credit resources are available to investors on the security guarantee provided by their assets (money and/or securities) under the
control of Region Brokerage Company.
Margin credit allows for a substantial increase in the effectiveness
of buying long by attracting financing and in the effectiveness of
selling short by attracting the necessary securities.
Using diverse investment strategies, the investor builds the structure of his or her portfolio in such a way as to maximize the profitability of his or her operations on the securities market.

The Closing of Futures Contracts
Region Brokerage Company provides its clients with the ability to
close futures contracts on stocks, bonds, indexes and options
quoted on Russian markets. Operations are conducted on the
FORTS futures market on trade organized by the RTS Fund
Market.
Closing a contract on the futures market only requires the possession of 15 to 20 percent of the price of the base asset, the PLECHO
is free, making possible a simultaneous reduction of costs and an
increase in the prospective profits related to the operations.
Operations on the futures market are accessible and effective for
investors with limited funds (from 100,000 rubles, about $30,000)
as well as for bigger market players.

Over-the-Counter Operations
We provide over-the-counter brokerage services, including performing operations with securities not traded on formal markets.
This allows Region Brokerage Company clients to form a portfolio that better reflects their interests and allows them to buy
securities from new issuers.
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REPO Operations
Region Brokerage Company organizes mutual credit provision
in money and securities (stocks, bonds and promissory notes) in
the form of REPO agreements, which stipulate for the return of
the assets in question within a specified period of time. This
allows clients to gain access to necessary assets while maintaining their own.

Participation in Securities Offerings
Region Brokerage Company provides its clients with the opportunity to take part in issuing their securities on the trading and
over-the-counter markets, which allowing them to identify a
range of new issuers and invest in the most promising enterprises.

Market-Making on the Securities Market
Region Brokerage Company maintains support for the liquidity
of securities on the secondary market.
Region Brokerage Company bases its activities on the consideration of deep analyses of financial markets that are carried out
within the operations of the investment group. The main indicators of Region Brokerage Company’s operations with various
financial instruments in 2003 shows that the investment group
was able to maintain its leading position in the Russian securities
market.
In 2004, the Region investment group plans to develop its brokerage activities further. First of all, this means the further
improvement of the quality of client services and the broadening
of the spectrum of services offered. Region Brokerage Company
plans to switch its internal accounting system to a new platform,
provide a personal manager to every client and strengthen the system of risk management.
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The Promissory Note Market
in Russia in 2003
The promissory note market is second according to both size and
trade volume among Russia’s debt markets (and first in the market
for corporate debt). Based on the evaluation of analysts from the
Region investment group, the volume of promissory notes on the
market is in the range of 300 billion to 330 billion rubles ($10 billion
to $11 billion). The growth of the promissory note market since the
beginning of 2003 has been in the order of 30 to 35 percent. It has
remained one of the most liquid sectors of the debt market — the
daily turnover in promissory notes in 2003 was approximately 2.5
million to 3 million rubles ($83,000 t0 $100,000). By Comparison,
the same indicators for other sectors of the debt market were: 900
million rubles ($30 million) for the GKO-OFZ (State Short-Term
Bonds and Federal Debt Bonds) market and 1 billion rubles (about
$33 million) on the corporate bond market (in terms of stock market turnover), and about 700 million rubles ($23 million) of turnover
on the municipal bond market.
The main features of the Russian promissory note market are the
predominance of simple discount promissory notes, the absence
Quartely changes in volume of promissory notes
operations of REGION IG in 2002—2003

I
2002

II
2003

III

IV

2 508,8

1 509,0

796,8

1 145,4

689,4

1 437,5
590,6

432,0

862,1

4 954,0

($ mln)

Year total
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billion rubles
($4.9 billion)
was the volume of promissory note operations
completed by Region Brokerage Company
in 2003.

of a trade system and unified rules, and the lack of informational transparency on the part of issuers and development of practices for issuing promissory notes aimed at attracting short-term
resources.
The structure of the promissory note market is basically as follows: About 70 percent of the market is occupied by commercial
banks, 20 percent belongs to major industrial companies, and the
remaining 10 percent is occupied by various additional industrial, commercial and other companies.
One of the largest promissory note issuers among industrial companies is Gazprom, although the volume of its promissory notes
has fallen significantly over the last two years. As a result, if the
value of Gazprom promissory notes at the beginning of 2002 was
90 billion rubles ($3 billion), representing half of the total market,
by Oct 1, 2002, this figure had fallen to less than half this total, to
about 35 billion rubles ($1.2 billion). By Oct. 1, 2003, this figure
had fallen to about 13 billion rubles ($430 million). Among the
largest issuers of promissory notes are TNK, Alrosa, and AvtoVaz.
The reduction in the volumes and the loss of the monopolistic
position of Gazprom has allowed commercial banks and smaller
companies to play a larger role in promissory note borrowing.
Virtually every month in 2003 a few new companies came to the
market with their own promissory note debt programs. Among
these were such large and middle-sized industrial companies as
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Salavatnefteorgsynthez, Alians, MiG, Aviacompania YuTair,
VINAP, Russkiye Krasky, Akvarius Finance, NT Computer,
RITEK, Ilyushin Aviatsionny Complex, Tyazhmash, Natur
Product, INPROM and Ak Tekh.
However, the main part of promissory note market volume is generated by banks, attracting funds by the issuance of promissory
notes. This operation is profitable both for the banks and
investors, who are the purchasers of promissory notes. For the
banks, it significantly broadens their resource base thanks to debt
market operators (investment companies and other banks), while
the buyers get more opportunities to place free capital in rubledenominated debt instruments. According to data from the
Russian Central Bank, over the last year the value of promissory
notes issued by banks grew by 30 percent and by Jan. 1, 2004, had
reached 336 billion rubles ($11.2 billion).
Thus, the volume of market promissory notes (with the exception
of call loans and paper with a period of longer than three years) is
about 250 billion rubles (about $8.3 billion), or about 75 percent
of the total issued volume. The biggest promissory note issuers
include Vneshtorgbank, Sberbank, Alfa-Bank, Gazprombank,
MezhPromBank, Rosbank, Ural Sib and Bank Moskvy.
For the further development and increase in the attractiveness of
the promissory note market in general, the following measures are
necessary:
● The development of the clearing practices
● The creation of an organized trading platform
● The increase in the financial transparency of promissory not
issuers and the creation of a package of actions for cooperation
with investors.
The implementation of these measures represents a significant
leap forward in the development of the corporate debt market, as
it will allow industrial, commercial and other companies to simplify the mechanisms for attracting funds from capital markets
significantly, and will provide more secure and liquid instruments for short-term investment for stock market participants.
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Largest Russian investment companies by volume
of promissory note operations in 2003

Rank

Name

Volume of promissory notes
operations, $ mln

1

Veles Capital IC

9747,7

2

Clearing Stock Centre

5251,2

3

REGION IG

4755,7

4

Land TIC

1846,7

5

Univer IC

1264,2

6

Eurobroker

1234,3

7

Leading

1072,8

8

Financial Bridge IC

719,7

9

Universal-Invest

520,7

10

IFD Kapital

445,5

11

Atlantika. Finance & consulting

246,3

12

Alemar

234,0

13

Trinfico

209,6

14

Olma IF

188,5

15

Megatrustoil FC

177,3

16

Interfin Trade FG

160,2

17

VIKA

129,7

18

Web-invest.ru

125,5

19

SteepleChase IC

119,6

20

Russian Funds

106,0
87,8

21

University IFC

22

Yarfinvest

64,1

23

Vitus

60,9

24

NIKoil BC

50,1

25

Elemte IC

31,8

Source: Kommersant DENGI
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The Russian Corporate Bond Market
in 2003
In 2003 the corporate bond market continued to be one of the
most rapidly growing sectors of the debt market: The volume of
bonds in circulation increased by 46 percent, passing the 160 billion ruble ($5 billion) mark in nominal terms, meaning that the
volume of bonds in circulation doubled in 2002 and 2003.
Moreover, in 2003 bonds worth 36 billion rubles ($1.2 billion) in
nominal terms were repaid. The total value of emissions since
June 1999 — essentially the birth date of this segment of the debt
market — has grown to more than 211.2 billion rubles ($7 billion). The situation on the corporate bond market has been
almost a repeat of the development seen on the market for federal bonds. Increased demand over the first half of the year led to a
sharp decrease in rates on both the secondary and primary markets, where issuers have greatly increased their activities.
However, in May the percentage rates on the market stabilized
and, against the background of the reduction of superfluous ruble
liquidity and the maintenance of a high level of supply on the primary market, began to rise (in contrast to state securities, where

Annual changes in the volume of corporate
bonds operations of REGION IG
($ mln)

594,5

167,5

0,00

21,1

2000

2001

2002

2003

REGION Investment Gruop annual report

More than

billion rubles
($667 million)
was the value of all of the deals in corporate
and municipal bonds for Region Brokerage
Company in 2003.

liquidity fell). At the same time, particular pressure was created by
the weight of planned new investment, the value of which has
been estimated at between 60 billion and 80 bullion rubles ($2 billion and $2.7 billion).
On the primary market in 2003 bonds were put on offer with a
total nominal value of 82.825 billion rubles ($2.75 billion), which
was 50-percent more than in 2002. The peak of primary offerings
came from May to July and in September of 2003, when the
monthly nominal values were about 11 billion or 12 billion rubles
($367 million to $400 million). Ninety three issuers released new
bonds on the markets in 2003, 69 of which were doing so for the
first time. The largest issuers over the last year were Rusal Finansy
(5 billion rubles), Vimpelcom Finans, Uralsvyazinform, Severstal
and Mechel TD (each with 3 billion rubles). The practice of floating long-term debt without announcing offers for pre-term retirement of bonds, which had a 70-percent share of the market
according to value and 67 percent for amount of debt (against 91
percent and 76 percent, respectively, in 2002) continued. Three
year debt without offers was issued by VTB, Vimm-Bill-Dann,
Transnefteprodukt, Megafon Finans, Tatneft, Sibirtelekom,
Uralsvazinform, Dalsvyaz, Tsentralny Telegraf and Rospechat.
Five-year debt was issued by AIZhK.
The turnover on secondary securities markets in 2003 was 84.3
billion rubles ($2.81 billion), almost 2 1/2 times, higher than
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Value of bonds issued
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in 2002. The Shares session of the MMVB accounts for more
than 168 billion rubles ($5.6 billion).
The bonds traded most actively on the market are Gazprom-2
(over 7.67 billion rubles, about $256 million, or more than 153
percent of the volume of the value of its bonds currently in circulation), TNK-5 (about 4,486 billion rubles, $150 million, about
163 percent) and VTB-3-3 (4.542 billion rubles, $151 million,
227 percent of its bonds in circulation).
The next impetus for the further fall in percentage rates on the
market for corporate bonds was the conferral by the international ratings agency Moody’s of an investment grade rating on
Russia and the resultant inflow of capital to the country. This
brought excess liquidity and an increase in the demand for rubledenominated instruments. Against the background of a strengthening ruble relative to the dollar, and its weakening against the
euro on international markets, long-term emissions of corporate
bonds from quality issuers were much in demand due to the
speculative attractiveness that was highest under these conditions.
The average yield on long-term issues of corporate bonds
decreased over the last two months of 2003 by 1.5 to 2.0 basis
points, and fell below 11 percent annually. Taking into account
the prognosis for a decrease in inflation in 2004 and expectations
for further strengthening of the ruble, the potential for a further
increase in prices and decrease in bond yields definitely remains.
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Largest Russian investment companies by volume
of bonds operations in 2003

Rank

Name

Volume of
of which (%)
operations,
$ mln
Government Municipal
Corporate

1 Web-invest.ru

6 614.1

0,20

44,80

55,00

2 Troika Dialog

3 422,2

46,70

6,10

47,20

3 NIKoil BC

51,40

1 571,2

46,10

2,50

4 AVK

738,0

97,40

0,00

2,60

5 REGION IG

662,4

—

33,60

66,40
13,00

6 Land TIC

545,8

—

87,00

7 Megatrustoil FC

457,3

na

na

na

8 Solid IFC

419,2

35,00

16,20

48,80

9 VIKA

383,8

—

0,10

99,90

10 IFD Kapital

313,7

2,80

9,70

87,50

11 Financial Bridge IC

313,5

—

60,30

39,70

12 Prospekt IC

186,5

41,90

1,70

56,40
86,60

13 Russian Funds

180,4

—

13,40

14 Aton Capital

178,4

na

na

na

15 BrokerCreditService

145,0

3,30

13,50

83,20

16 Metropol IFC

95,1

2,20

4,70

93,10

17 Trinfico

92,0

34,90

1,50

63,70

18 Alfa-Capital

88,9

3,00

5,00

92,00

19 Interfin Trade FG

73,9

—

0,60

99,40

20 Clearing Stock Centre IC

70,8

7,40

—

92,60

21 UFG

67,5

—

18,30

81,70

22 CentreInvest Securities

63,2

40,50

8,50

51,00

23 Univer IC

55,7

0,70

—

99,30

24 Interfinance FIC

52,5

—

68,10

31,90

25 Alemar

48,1

82,30

2,10

15,60

Source: Kommersant DENGI
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Ranking of bond underwriters by the end of 2003

Rank

Name

Value of bonds
issued, $ mln

Number
of issuers

Number
of issues

1

TRUST IB

274,1

11

11

2

MDM Bank

235,0

16

16

3

Vneshtorgbank

163,0

18

18

4

Raiffeisenbank

140,8

13

13

5

Zenit Bank

137,5

17

17

6

NIKoil IBG

128,7

14

14

7

Troika Dialog

115,6

7

7

8

Alfa Bank

110,3

10

10

9

Renaissance Capital

107,4

6

6

10

Ingosstrakh Soyuz Bank

105,1

19

19

11

Industry & Construction
Bank (St.Petersburg)

87,2

7

7

12

Web-Invest Bank

85,0

14

14

13

Rosbank

75,5

6

6

14

Promsvyazbank

75,0

9

9

15

Bank of Moscow

74,2

8

8

16

International Moscow Bank

69,5

11

11

17

Petrocommerce Bank

55,7

7

7

18

Guta Bank

52,1

11

11

19

Russian Regional Development Bank

48,8

9

9

20

MENATEP Saint-Petersburg

44,7

6

6

21

Sberbank

33,5

3

3

22

REGION IG

28,4

4

4

23

Novaya Moskva Bank

27,2

5

5

24

UFG

26,0

1

1

25

Moscow Bank for
23,6

4

4

Reconstruction and Development
Source: Cbonds Agency
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The Russian Shares Market in 2003
At the beginning of 2003, Russian stock markets continued to
ignore international trends and set one record after another. The
undervaluing of Russian shares in relation to those on other
developing markets was obvious and the entry of new players on
the market did nothing to slow the growth in the value of Russian
«blue chips.» It should be noted that this time, as opposed to the
situation in 1997, the growth was generally fuelled by Russian
investors and the influence exerted by foreign investment portfolios was negligible, which partly explains why Russian markets
acted differently from world tendencies.
The break in the dynamic growth came in the summer, with the
first signs of governmental pressure on the leading company on
the Russian stock market — the Yukos oil company. Then, on
the suspicion of having committed a number of financial
crimes, one of the company’s main shareholders, Platon
Lebedev, who owns a little less than 10 percent of its shares, was
arrested. Prior to this, the markets had perceived Yukos to
have been one of the country’s most transparent companies,
with a stainless reputation, and the arrest of one of its chiefs
came as a cold shower for investors. The initital accusations on
the part of the law enforcement agencies concerned the alleged
violations associated with the privatization of Apatit, to which
Yukos officially had no direct connection. But the arrest of one
of the oil company’s shareholders put Yukos at the head of a fall
in the markets.
RTS index in 2003
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Securities operations of russian stock
commercial banks in 1865—1915
(mln rubles*)
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Promissory notes

By August, the situation had stabilized, as the market had grown
accustomed to the prevailing situation, and the lower prices made
Russian shares even more attractive for the majority of investors.
The increase in the sovereign rating of the Russian Federation to
investment grade by the Moody’s ratings agency at the beginning
of October stimulated another wave of growth in quotation values,
which came to an end with new arrests in relation to the ”Yukos
affair,” as it was labeled by the press. This time, the arrest of
Mikhail Khodorkovsky cooled the enthusiasm of investors, squandering the gains that had been made since the beginning of the year.
Nonetheless, the inflow of hot money that was seen at the end of
the year again generated an upward tendency in share prices.
In 2003 a dynamic in monetary balances uncharacteristic for the
end of the year was seen for the first time — usually the volume of
free money during this period decreases, in connection with the
settlement of yearly accounts and the payment of fees and compensation. In this case, however, the amount of money available
remained high as a result of large incomes from natural resource
revenues and an inflow of hot money due to the speculative
mood of market players hoping to capitalize on the growth of the
price of ruble-denominated assets. Most importantly, this helped
the market again find an engine for growth, and the annual
increase in the RTS index was more than 50 percent, putting the
Russian market among the leaders for dynamic growth in developing countries.
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He worked on plans with Sippens looking
to the actual introduction of gas-plants. There
were bond issues now to float, stock to be marketed, contracts for supplies to be awarded, actual
reservoirs and tanks to be built, and pipes
to be laid. A pumped-up public opposition had
to be smoothed over.
Theodore Dreiser, The Titan

REGION FINANCIAL
CONSULTING
The organization of external financing
for enterprises and banks
General Director

Vladimir Galkin

Vladimir Galkin was born on July 5, 1967. He is a graduate of the
Riga Higher Military Aviation Engineering School and the
Financial Academy of the Government of the Russian
Federation. He holds a 1.0 level (brokerage and dealer activities
on the securities market) qualification with the Russian Federal
Securities Commission (FKTsB), as well as 5.0 level (management of investment funds, unit investment funds and non-state
investment funds) and 7.0 level (corporate finance) qualifications.
He joined Region Investment Company in 1998 as head of the
section for corporate client relations. In 2000 he was named
head of the structural financial products section and, in 2001, the
head of the investment banking services department.
In 2002, he was put in charge of the corporate financial area,
holding the position of director of the department for the organization of corporate finances. Since 2003, he has headed Region
Financial Consulting.
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The past year was marked by serious changes in legislation regulating the activities of members of the securities market. In 2003
changes in the law ”On the Securities Market” came into effect.
In the process of the flotation of securities by means of public
subscription, these envisage the mandatory participation of a
financial consultant. The consultant’s responsibilities include
the preparation of a number of documents required by the law in
connection with the new emission (the flotation resolution, issuing resolution and the securities prospectus), control over the
flotation of securities and the publication of information in the
process of preparing for the issue and flotation.

Financial Consulting
Regional Investment Company is one of the few companies in the
Russian market that began to offer its clients financial consultant
services in 2003. Then, in order to reduce risks to clients and to
avoid conflicts of interest between different departments of the
investment group, these activities were separated and set up in an
independent structure. Region Financial Consulting was created
for this purpose. A special section was created within its structure
with the exclusive function of providing financial consultation
services on the securities market.
The specialists at Region Financial Consulting were among the
first in Russia to receive the qualification of specialists in corporate finance, which attests to their high level of professionalism.
Region Financial Consulting is a professional participant in the
securities market (Federal Securities Commission license No.
077-06848-100000 for brokerage activities, issued on July 15,
2003), and also meets all requirements for providing financial
consulting services in the securities market. The corresponding
regulation from the FKTsB is No. 03-CK 02/17047 ”Concerning
conformity with the legal and normative requirements of the regulatory acts of the Russian FKTsB for the provision of financial
consulting services in the securities market,” which was dated
Nov. 14, 2003.
Over the course of 2003, specialists at the company prepared the
documentation for stated registration for bond emissions totaling
3.4 billion rubles ($113 million).
The volume of bonds placed with prospectus’ bearing the signatures of specialists with the Region investment group is 2 billion
rubles ($67 million). This represents about 3.5 percent of all
bonds issued in 2003 bearing the signatures of financial consult-

REGION Investment Group annual report

ants. Region today accounts for about 6 percent of the market for
financial consulting services, and the group took fifth place in the
ratings for financial consultants issued by the CBonds information agency for 2003.
Region Financial Consulting provides the following services:
● the conceptual development and structuring of emissions to optimize their value for the issuer and their attractiveness to investors.
● the preparation of issuing documents (securities prospectus,
issuing resolution and memorandum) and other documents necessary for state registration of the issue, including the agreement
with trading organizers and depositary and the examination and
confirmation of full and accurate information contained within
the documents.
● control over and monitoring of the process of securities flotation
● the preparation and signing of the report on the results of the
emission once the flotation process had bean completed.
● consultation on questions of the disclosure of information and
the monitoring of such information up to the moment of the
flotation and after state registration of the emission.
In accordance with entirely new regulations concerning the disclosure of information by issuers that were adopted in 2003 and
questions related to this, Region Financial Consulting makes recommendations to its clients regarding the disclosure of information and regularly informs its clients of changes to legislation in
Leading russian financial consultants

Federal Stock
Corporation
Troika Dialog
Mordovskaya
kompanya Depozit
19%

8%

Baltic Financial
Agency
REGION IG

Renaissance Capital

Russian Investors

TatInC

AVK

3%
0%

6%

1%
1%

42%
Source: Cbonds Agency

20%
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this field. Part of the work of a financial consultant is providing
timely notification to clients of the necessity to disclose any kind
of information. For their convenience the company has created
a system of active consultations and verification of essential facts,
as well as providing the opportunity for placing company information on the website of the Region investment group.
In 2003, Region took part as financial consultant in eight securities issues, among which were five stock emissions. Each of these
emissions successfully navigated the procedures for state registration within the legally mandated time period. Region
Financial Consulting is one of the few multi-purpose financial
consultancies in Russia, working with regular borrowers as well as
with banks (each category accounting for half of the total issues)
and preparing emissions for both stocks and bonds.
Besides direct work in the preparation of issues, Region Financial
Consulting performs all necessary preliminary work at the firm to
prepare it for entering the stock market. This includes corporate

Ranking of russian financial consultants in 2003

Rank

Name

Value of issues,
$ mln

Number of issues

1

Federal Stock Corporation

709,0

2

Baltic Financial Agency

322,3

23
5

3

AVK

308,3

11

4

Troika Dialog

130,2

2

5

REGION IG

65,1

3

6

Renaissance Capital

48,8

1

7

Mordovskaya kompanya Depozit

26,0

2

8

Russian Investors

16,3

1

9

TatInC

9,8

1

Source: Cbonds Agency
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audits; making recommendations for the restructuring of a company; the amendment of its founding documents and, when necessary, internal documents; the preparation of conclusions and
recommendations about improving its financial conditions; and
the analysis of the company’s books and making of recommendations for their improvement.
Region Financial Consulting also offers services in preparing
companies to be listed on securities markets. These include consultation on all possible methods for listing securities with the aim
of choosing the optimal variant; the examination of all necessary
documents for complete and accurate information; and the signing of the application for listing the securities.
In 2004 the Region investment group will continue work in this
direction. The main aim is the formation of a package of services (including legal services), connected to corporate consulting
and not limited to the area of financial consulting. Region
Financial Consulting will become a company offering a comprehensive package of services in the field of corporate finance.
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The Organization of Bond Issues
In 2003, the Region financial group continued the development
of work in the field of bond programs for enterprises and banks,
offering its clients a full package of services for successful entry
into the stock market.
We consider the main goals in this sphere of activities to be providing issuers with the ability to enter the fund market successfully, create fair market appraisals and make the emission available to the widest possible group of investors. As a result, potential borrowers will gain a high profile among a wide circle of creditors, including banks, maximizing the conditions of loans with
respect to market and liquidity characteristics. In the future, this
will simplify the procedure for attracting financing significantly,
and also help to lower borrowing costs.
Today the appraisals of a company by analysts and ratings
agencies have become more and more important to investors.
To issuers, the organization of work with agencies in order to
obtain objective ratings is of the utmost importance. The
Region investment group offers services representing the interests of issuers in connection with Russian and international ratings agencies and also the organization of all necessary information in the appropriate format. The coordination of cooperation between the issuer and these agencies is carried out at
all stages of work on the awarding of ratings, from the moment
of filing the first application to the end of the monitoring
process.
The Region investment group has a history of success in working
with the international ratings agency S&P, which, as a result of an
investigation conducted awarded the Warton holding, the parent
company of NIKOSKHIM-INVEST, the rating or Ru BB+ on
the Russian scale, with a forecast of ”stable.” A bond issue by
NIKOSKHIM-INVEST was successfully place on the MMVB in
December 2003.
Following the determination of the chief parameters of the emission, the group’s of analytical research department prepares an
information memorandum, which is one of the main marketing
instruments and promotes the firm with investors in a format
convenient for them.
The creation of an information memorandum, staging of an
interesting presentation and a number of other activities providing information about the issuer assist in the formation of a positive image for the client as a borrower.
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Ranking of lead-managers of corporate issues
in 2003

Rank

Name

Value of issues,
$ mln

Number
of issuers

Number
of issues

1

TRUST IB

10

10

2

Raiffeisenbank

4

4

3

Alfa Bank

6

6

4

MDM Bank

5

5

5

Troika Dialog

5

5

6

Renaissance Capital

4

4

7

Vneshtorgbank

5

5

8

Industry & Construction Bank
(St.Petersburg)

4

4

9

NIKoil IBG

8

8

10

Zenit Bank

9

9

11

Bank of Moscow

3

3

12

Promsvyazbank

5

5

13

Rosbank

3

3

14

Web-Invest Bank

4

4

15

Telecombank

1

1

16

REGION IG

3

3

17

MENATEP Saint-Petersburg

2

2

18

Vnesheconombank

1

1

19

UFG

1

1

20

Citibank

1

1

21-22 Ingosstrakh Soyuz Bank

2

2

21-22 Novaya Moskva Bank

2

2

1

1

24-25 Solid IFC

23

Clearing Stock Centre

2

2

24-25 MBRD

2

2

Source: Cbonds Agency
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In 2003, the Region investment group
organized three bond issues worth a total sum of

billion rubles
($42.8 million)

Following registration of the issue with the state, the Region
investment group works at generating demand for the bond by
way of informing investors about the advantages associated with
the issuer and the risks connected with purchasing securities. The
group also makes recommendations to the issuer with regard to
the optimal timing for placing the bond on the basis of existing
market conditions and the issuer’s needs.
During an initial offering it is very important not only to inform
investors, but also to form an emission syndicate for the successful placement of the issue and to ensure liquidity on secondary
markets. During every flotation the Region investment group
attracts the cooperation of banks and investment companies,
according not only to their experience on primary markets, but
also to their work on secondary markets.
In 2003 Region was the organizer of three bond issues
(Tatfondbank, Tatmetall and NIKOSKhIM-INVEST) with a
sum of 1,350 million rubles ($45 million), and was also underwriter for bonds issued by the company Salmon International. By
year-end results, the group occupied 16th place among organizers of corporate bond debt, according to date from the CBinds
information agency.
Last year the Region investment group began active work with
subject governments of the Russian Federation, acting as underwriter for issues by the Irkutsk region and also as representative
underwriter for bond issues for the city of Moscow.
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In 2004 the company plans to continue its work as organizer and
underwriter in the issue of corporate, regional and municipal
bonds.
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Organization of Promissory
Note Programs
The organization of promissory note programs for Russian banks
and enterprises has been a major priority for Region for a number of years. From the very beginning of its activities, the companies in the group have maintained a stable position among the
leaders in this sphere. Services for the organization of promissory
note programs have grown in popularity among borrowers, the
number of which grows with each passing year. The value of
promissory note debt, which is used by banks and companies to
attract short-term resources to bolster their circulation assets, is
also growing. This demonstrates that this type of debt financing
satisfies the present requirements of the market.
The Region investment group carries out the organization of
promissory note programs using technologies for issuing commercial notes. In particular, this anticipates the issue of promis-

Promissory notes issues lead-managed
by REGION IG in 2003

Name of issuer

Value of issue,

Tradable volume,

$ mln

$ mln

Tatfondbank

81,2

26,4

UTair

29,3

13,0

PIK

16,4

9,3

INPROM

11,8

6,0

Alliance Oil Co.

9,8

4,9

VINAP

5,5

0,0

Natur Produkt

3,5

1,4

AkTex

1,5

1,0

159,0

62,0

TOTAL
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The Region investment group in 2003 operated
promissory note programs worth

billion rubles
($163 million)

sory notes for the replenishment of operating funds, predominantly with terms of less than a year. Promissory notes are issued
as required and depending on the requirements of the issuer and
the interest on the part of investors. The Region investment
group offers a wide spectrum of services in the promissory note
market. We offer the immobilization of promissory note certificates in the group’s depository for the entire period of circulation.
The delivery of the promissory notes is carried out by means of
their transfer to the accounts of the depository.
The opening stage of organizing a promissory note campaign for
clients is developed in a report from experts. This is created on the
basis of accounting records and other information about its activities from the potential borrower. The report contains a proposal
for the steps involved in the organization of the promissory note
program, the structure of the debt, including the planned total
value of the promissory note emission, the phases involved with
regard to the term of repayment and the nominal and optimal
interest on the debt.
A declaration of the aims of financial consulting is then developed. Within this are contained the main targets and economic
parameters of the future issue. This declaration acts as a guideline
for the further realization of the promissory note program. It contains the conditions and timetable for the attraction of funds for
the client as a result of the promissory note issue and also the
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measures necessary for the successful realization of the promissory note program.
In the course of organizing a promissory note program, the
Region investment group provides its clients with services for the
organization of the transfer of its information, including the creation of an informational memorandum prepared with the
expertise of the group’s analysts and the organization and staging
of a presentation of the promissory note program to the financial
community.
To regulate the procedure of issuing, circulating and paying off of
the client’s promissory notes, a project establishing the conditions
under which the promissory notes will be issued and circulated
that meets the standards of the members of the Promissory Note
Market (AUVeR) is formulated.
The Region investment group organizes the floatation of its
clients’ promissory notes on the market. This is carried out
through the collection and fulfillment of requests based on agreed
conditions, which are displayed on leading information and quotations systems (The Russian over the counter sales network, the
national quotation system, AK&M, RosBusinessConsulting and
Finmarket). The early discounting of promissory notes is also
done according to the agreed conditions.
We also foresee the provision for our clients of domiciliary services on promissory note programs. In this case, Region investment group will pay off promissory notes presented for payment
from the client’s own account.
Cooperation with the Region investment group allows potential
borrowers to use a combination of different debt market instruments as a source of external financing. Thanks to this it is possible to formulate an optimal program in relation to terms, rates
and volumes of the debt structure, as well as the efficient management of the debt.
The fact that the Region investment group includes companies
specializing in consultation as well as trade activities, as well as an
analytical department that is oriented toward the client’s needs
allows us to offer the most effective package of client services
available on debt markets today.
The continuing improvement in the effectiveness of our work
on debt markets remains a priority for the Region investment
group in 2004.
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Region — 2003:

BONDS

Jun-03

Tatmetall
underwriter

Jun-03

Irkutskaya Oblast
underwriter

May-03

Tatfondbank
lead-manager,
underwriter

$3,280,000

$3,280,000

$16,160,000

Nov-03

Dec-02

Dec-02

Salmon International
co-underwriter

$3,350,000

Aug-03

City of Moscow — 33
underwriter,
maket maker

$131,795,000

City of Moscow — 26
underwriter,
maket maker

$125,630,000

Aug-03

City of Moscow — 31
underwriter,
maket maker

$164,745,000

City of Moscow — 28
underwriter,
maket maker

$94,220,000

Dec-03

NIKOSKHIM-INVEST
lead-manager,
underwriter

$25,475,000

Realization
PROMISSORY

of Debt
NOTES

Programs

2003

Alliance Oil Co.
lead-manager,
underwriter

2003

VINAP
lead-manager,
underwriter

2003

PIK
lead-manager,
underwriter

$4,880,000

$16,440,000

2003

2003

UTair
lead-manager,
underwriter

INPROM
lead-manager,
underwriter

$5,530,000

$16,275,000

$9,765,000

2003

2003

2003

Natur Produkt
lead-manager,
underwriter

$3,255,000

AkTex
lead-manager,
nderwriter

$488,280

Tatfondbank
lead-manager,
underwriter

$81,217,000
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The feeling between the new and old gas companies was
becoming strained; the stockholders of the older
organization were getting uneasy. They were eager
to find out who was back of these new gas companies
which were threatening to poach on their exclusive
preserves.
Theodore Dreiser, The Titan

REGION DEPOSITORY
COMPANY
Registration and storage of securities
General Director

Vladimir Nikolkin

Vladimir Nikolkin was born on Sept., 25, 1964. He is a graduate
of the Bauman Higher Technical School and the All-Russian
Correspondence Financial-Economics Institute. He holds a 1.0
level (brokerage and dealer activities on the securities market and
securities management activities) qualification with the Russian
Federal Securities Commission (FKTsB), as well as a 4.0 level
qualification (depository activities).
He has worked with the Region investment group since 1996 as a
leading specialist, head of the information-analytical section and
then as the head of the analytical research department of Region
Investment Company. Since 2001 he has been responsible for
depository activities within the company, serving as the head of
Region Depository Company since 2003. He is a member of the
board of NKO Association of Promissory Note Market Members
(AUVER).
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he last year was remarkable in many ways
for the depository at the Region investment group. The depository activities were
spun off into a separate business area and
Region Depository Company was founded. This allowed not only for the elimination of conflicts of interest between different areas of investment activity within the
group and facilitated the maintenance of a
high level of confidentiality with regard to
client information, but most importantly,
allowed for the development of our depository business in the interests of the entire
market, and not just the companies within the group.
In such a situation, the maintenance of reliability is the main priority of our activities.
This is why significant attention was paid in 2003 to the strengthening of the legal and organizational guarantees to our depositors.
The independence of the depository was one of the aspects that
allowed it to become more steady, reliable and dynamic.
With this goal in mind, Region Depository Company was formed
with an authorized capital stock of 100 million rubles ($3.3 million), which demonstrates the seriousness of our intentions for

billion rubles
($223 million)
was the market value of securities under
the custody of Region Depository
Company
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depository and
9 inter-depository agreements
had been signed by ZAO Region Depository
Company by the end of 2003.

the future and our desire to become one of the largest depositories in Russia. Within the framework of a joint project with NAUFOR an organization for insuring the professional responsibility
of participants in the securities market, the activities of the depository are insured by the Coglasiye Insurance Company under the
BBB (Bankers Blanket Bond) program. This also protects against
computer crimes and fraudulent activities by third parties.
Taking into account the fact that one of the main areas of depository activities is the registration and storage of non-trading securities documents (promissory notes, certificates of deposit, mortgages, etc.), significant attention is paid to the reliability of
cashier activities and the examination of securities on their
acceptance. Toward this goal, the Region investment group has
set up its own criminal investigation section within its depository, boasting the most modern facilities and equipment and staffed
by high-level criminal experts who formerly worked for the interior ministry. To lower the risks associated with the acceptance of
securities bearing false signatures, the depository maintains a
database of authorized signatures for those people with the power
to sign promissory notes (certificates of deposit) in the name of
the issuer whose securities are stored in the depository.
All promissory notes accepted for storage are subjected to a
mandatory check by the criminal investigation department and by
the issuer. The storage of blank securities documents is done in a
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depository
accounts
had been opened with the depository
of the Region investment group
by Dec. 31, 2003.

certified depot, under strict regulations established by the Central
Bank of Russia for installations of this type. Around the clock
security is provided for the stored documents.
In order to increase legal protection, decrease operational risks,
and also for the optimization of document flow between the
depository and its clients, the PTC verif. system of electronic doc-

transfer and receiving operations involving securities
were carried out directly with contracting parties by
the depository of the Region investment group in 2003,
with a total value of 37.8 billion rubles ($1.26 billion).
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securities
with a total value of 3.4 billion rubles ($113 million)
were submitted for payment by Region Depository
Company on the orders of its clients in 2003.

ument circulation (EDO) has been put into operation, providing
for the use of electronic-digital signatures (ETsP).
The use of this system by depositors with EDO client terminals
allows them to deliver instructions, signed by way of ETsP, and
receive statements without leaving their office. In other words,
they are able to organize the absolutely paper-free circulation of
securities and documentation. This allows many regional operators on debt markets to play a more active role in the Moscow
market, eliminating the necessity for a physical presence in order
to carry out transactions. As a result, the speed of processing
clients’ instructions and the receipt by them of depository reports
has risen significantly.
As a result of the use of new technologies, the Regional investment group’s depository has been able to offer its clients a number of services that have never before been available on Russia’s
financial markets. One of these is the receipt (or transmission) of
securities via a third party, a contracting party without a deposit
account at our depository. In closing an agreement, our clients are
able to issue instructions for the entering of securities in their
deposit account once they have been received from the contracting party by employees of the depository. This eliminates the need
for any travel connected with the transferring and accounting for
promissory notes while, at the same time, allowing clients to be
active players on the Moscow promissory note market.
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The specialists at the depository, on the basis of the instructions,
power of attorney and the depository agreement from the client,
receive promissory notes from contracting parties, verify them
with both the criminal investigation section and the issuer, and
then make a deposit to the account of the depot client. In the
same fashion, securities can be transferred to a contracting party
that does not have an account with the depository.
The advantages inherent in the EDO system are particularly
noticeable when organizing credit with collateral in the form of
securities located in the Region investment group depository.
Clients opening an account at the depot, with their notes serving
as security, can either attract or distribute credit resources. The
operation does not require any cashing of the securities, and the
issue of an instruction signed with the aid of ETsP significantly
increases the legal security and reliability of these transactions. As
a result of the significant increase in the speed of depository operations, it has even become possible to use promissory notes as collateral on overnight resources, an advantage for the Regional
investment group’s depository over others.
Yet another service offered by the depository that is connected
with the servicing of securities is the presentation of securities for
payment on the instructions of the client.
With the goal of broadening the geographical base of circulation
of promissory notes and branching out from the Moscow prom-

Value of promissory notes domiciled
by REGION IG

Year

Number
of agreements

Value of
promissory
notes payments,
$ mln

2002

6

21.5

2003

17

152.1
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issory note market, the Region investment group’s depository has
signed a number of domiciliation agreements with promissory
note issuers.
According to these agreements, the depository acts as a payment
agent, making payment on promissory notes, certifying their
payment, the fact that they have been paid off, and maintaining
the continuity of endorsement, the absence of charges, etc., in the
name and on the account of the issuer. Then, upon receipt of
funds from the promissory note issuer, the depository makes payment to the holder of the note, and then forwards a report and the
redeemed promissory note to the issuer.
Domiciliation services provided to major regional banks and
companies looking to place their promissory notes on the
Moscow market are the most interesting. Thanks to these services, organizations of this type do not need to establish representative offices for the acceptance of and payment on promissory
notes. All that is needed is the signing of a domiciliation agreement. Included in the firms with which Region Depository
Company has signed these agreements are Pervaya Ipotechnaya
Companiya (First Mortgage Company), Tatfondbank, YuTair
airlines, Plastcard and a number of others. There were 17 such
Value of securities in depository
of REGION IG by the end of 2003
($ mln)

229.0
180.8

34.0
12.5
Shares

1.7
Bonds

Pays
Promissory
and certificates
notes
of deposit

Total value
of securities
registered
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agreements signed in 2003. The volume of redeemed promissory
notes grew significantly, by almost 600 percent.
One of the most important questions in recent years has been
stimulating the construction of housing and the development of
mortgage programs as a means of addressing Russia’s serious
housing shortage. The development of a mortgage sector is being
dampened by the limited scope of refinancing, and questions of
this type have come to the forefront. One of the possible ways to
solve the problem of refinancing is the attraction of long-term
debt resources from international financial organizations on the
security of a mortgage pool. This type of program is now being
created in Russia by the International Financial Corporation (or
IFC, which is a member of the World Bank) and the Region
investment group’s depository is operating as a custodian within
this program, storing mortgage files and also ensuring the comprehensiveness and accuracy of mortgage documentation.
Following the adoption of the law ”On Mortgage Securities” at
the end of 2003, the public refinancing of mortgage debt by means
of mortgage defrayal and the issuance of mortgage bonds as security became possible. This is why the Region Depository Company
plans to receive a special depository license. Over the last year, the
development of a program for mortgage defrayal bookkeeping and
the issuing of mortgage securities as collateral was initiated.

Number of transactions in the depository
of REGION IG

2002

Number of transactions
of which transfers between accounts of deposit
Number of transactions with promissory notes
of which transfers between accounts of deposit

2003

24,176 58,513
3,623

9,528

10,720 25,560
3,353

9,340
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Securites trading by russian land banks
in 1895—1917
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Despite the fact that most of the attention in 2003 was paid to the
introduction of new services, the volume of traditional depository services provided also saw a significant increase. The Region
investment group depository provides accounting and storage
for both traded (stocks and corporate and municipal bonds) and
over-the-counter (promissory notes, depository certificates,
shares, mortgages, etc.) securities and supports operations with
these. Region Depository Company is responsible for 122 stock
issues, 58 bond issues, and two share issues, and also provides
storage for promissory notes (and depository certificates). The
total value of securities under the care of the depository is 6.74 billion rubles ($225 million).
Our depositors are able to carry out operations on the trading
(MMVB, RTS and the St. Petersburg Stock Exchange) and overthe-counter markets, deposit and deliver securities, transfer via
depository account, provide security, and much more. Payments
are made both inside the depository and via the accounts of
nominal holders in correspondent depositories, including NDTs
and DKK. The last year has been characterized by growth in both
quantitative and qualitative terms in all indicators of our depository activities, the introduction of new operations and the
increase in their reliability. All prerequisites are in place for continuing the advances that were made in 2003 in this area as the
Region investment group depository staked out its place among
Russia’s largest and most reliable depositories.
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As Cowperwood suspected, what old Laughlin
did not know about Chicago financial conditions,
deals, opportunities, and individuals
was scarcely worth knowing.
Theodore Dreiser, The Titan

Director of the Region investment
company analytical research
department

Alexander Ermak

Alexander Ermak was born on May 31, 1964. He is a graduate of
the Moscow Institute of Management and also holds a diploma
from Cambridge University in the field of international capital
markets.
From 1994 to 2001, he was the group manager for money markets
and analytical activities for Skeit-Press. In 2001, he joined the
analytical team at the Region investment group. In 2002, he
became, first, the head of the information-analytical department, and then the head of the analytical research department.
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he Region investment group provides continual complex information-analytical
support to its clients, allowing them to
make more balanced and informed investment decisions. The main aim of the analytical research department is to share our
views with regard to market conditions
with our clients. Assessments of different
segments of the financial market and the
relative attractiveness of different economic sectors, financial instruments and
particular issuers are made on the basis of
deep and comprehensive analytical
research. The results of this research are
provided to clients, along with specific
recommendations for the optimal formation of their investment portfolios.
The development of new financial market indicators, and the
improvement of those that already exist to provide quality and
sound analytical research, has always been the priority of the
department. Region has been a pioneer in field of formulating
debt indexes. We have broad experience in the creation and daily
calculation of indexes on the promissory note market stretching
back to 1999, and of corporate bond income indexes that dates to
2002. In 2003, with the formation and growth in the liquidity of
the corporate bond market, our team of analysts embarked on the
calculation of price and income indexes for investment in corporate bonds, both in general and in relation to a market’s separate
affiliation with a particular sector.
Today the Region investment group is generating a comprehensive series of indices for the Russian debt market:
● for the promissory note market (yield indices in relation to the
term of circulation — the Rux-Region promissory note indices);
● for the corporate bonds market (yield indices in relation to the
term of circulation, yield indices in relation to the sector of activity of the issuer, indices of returns on investment and price indices for
the general market and for different market sectors and tiers.);
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Promissory notes indices RUX-REGION
in 2002-2003
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●

for the regional and municipal bonds market (yield indices,
indexes of returns on investment and price indexes for the general market, as well as for the Moscow city bonds and those for
other regions of the Russian Federation);
● for the state bond market, GKO-OFZ (yield indices, indices for
returns on investment and price indices for the market in general);
● for Russian Federation Eurobonds (yield indices, indices for
returns on investment and price indices for the market in general);
● for Russian Finance Ministry bonds (OBGVZ) (yield indices,
indices for returns on investment and price indices for the market in general).
The Region investment group’s debt indices are invaluable in
helping investors meet a number of challenges, in particular:
● to determine the average yield indicators for individual segments of the Russian bond debt market (including in relation to
different terms of circulation and the sector of activity of the
issuer) on a daily basis;
● to carry out an analysis and comparison of yields from different
segments of debt and shares markets and to set investment priorities;
to evaluate the effectiveness of financial asset portfolio management in relation to yields in various debt-market segments.
Debt market indices have become the most invaluable synthetic
indicators characterizing the current situation on the markets and
reflecting its changes. The appearance of this family of indices
facilitates increased transparency of operations and the validity of
investment decisions.
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Total return indices for ruble-denominated
bonds in 2003
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The indices generated by Region have not only proven themselves
in their extensive usage by our clients in the formation of their
investment portfolios, but have also earned a place for themselves
in the financial information sector in Russia.
Besides the development of Russian debt market indices, the specialists from the Region investment group’s analytical research
department also carry out studies of the financial stability of
industrial enterprises and banks. These studies have been invaluable for evaluating the reliability of the financial instrument
activities of industrial enterprises and banks, as well as for understanding the potential of our clients and partners.
Besides this, on the basis of these analyses, recommendations are
made to our clients on the securities operations of different issuers.
The analytical research department develops and circulates daily
and weekly reviews in electronic form in order to keep clients up
to date with all of the latest market news. In 2003 the following
information products were provided on a regular basis:
● Daily bulletins:
● the Debt Instrument Market bulletin provides the latest data
about conditions on world and Russian financial markets and
the current indicators for state and corporate securities and
promissory notes and indices for the Russian debt market. It
also provides commentary on current conditions in financial
markets.
● the Stock Market bulletin provides the latest data about business conditions on world and Russian stock markets, the
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results of stock market trade and of the trade in the ADRs of
Russian issuers. These provide commentary on the current
situation in the stock market. The daily reports also provide
the main political and economic news, the latest information
available about different issuers and a calendar of upcoming
events.
● Weekly reviews:
Weekly analytical reviews are published for each of the three
strategic priority segments of the financial market — the promissory note, share and corporate bond markets. These reviews contain a complex analysis of the current business conditions on each
of the three financial market segments and research of changes in
the situation. The weekly reviews include sound evaluations from
highly professional specialists of the causal characteristics for
processes currently taking place on the market, conclusions about
general market conditions and the prospects of future development. The reviews also provide recommendations for rationalstrategic behavior on each market.
The aim of the daily operations of the analytic section of the
Region investment group has been, and is today, to provide informational and analytical support for our clients
Our analysis helps our clients understand events taking place in
different segments of the Russian financial market, identify
cause-and-effect dynamics, evaluate prospective developments in
the current situation and develop a sound and effective strategy
for investment behavior on Russian financial markets. Next year,
we will continue to fine tune our analytical products and will
introduce new analytical services for our clients and partners.

The Macroeconomic Situation
in Russia in 2003
In 2003 positive tendencies continued to predominate in the
Russian economy. The fall in the speed of GDP growth that had
been witnessed in the previous two years was halted, inflation
decreased in accordance with government forecasts and the level
of gold and foreign currency reserves rose by two thirds. Due to
positive external economic conditions, the federal government
was able to accumulate significant financial reserves, which have
become the basis for the formation of a stabilization fund. The
particular economic challenge in recent years has been the continuing appreciation in the nominal value of the ruble in relation
to the U.S. dollar.
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The acceleration of GDP growth to 7.3 percent for the year was
accompanied by a corresponding acceleration in the output in
basic economic sectors (industrial, agricultural, construction,
transport and retail). Industrial production rose by 7 percent.
Together with this, according to an evaluation by the RAN
Economic Institute, more than three quarters of industrial
growth was due to export activities, just as the year before. The
role of internal factors remained small: The dynamics of real disposable income for the population accounted for 15.3 percent of
growth, while fixed capital investment accounted for only 7 percent. The significant weakening of the dollar in relation to the
euro on the world market in 2003 led to a critical moment for
long-standing tendencies of nominal depreciation of the ruble
relative to the U.S. currency. This process took place on the
background of a record low in capital flight in the private sector.
According to figures from the Economic Development and
Trade Ministry, the real ruble exchange rate in relation to the
dollar strengthened by 18.9 percent as a result. The real effective
Russian currency exchange rate rose by 4.1 percent. It has
become necessary for the Central Bank to find a compromise
between combating excessive strengthening in the ruble and
keeping inflation under control. But the arsenal of instruments
for the stabilization of excess monetary liquidity has not witnessed any significant development. The growth in the consumer
price index in 2003 was 12 percent, at the high end of federal
budget projections. Charges for public services and utilities led
the growth, rising by 22.3 percent, largely as a result of higher
price charged by natural monopolies. The industrial products
price index grew by 13.1 percent. The prices charged by the electric power industry rose by 13.9 percent, while those charged by
the oil production industry rose by just 1.6 percent. The charges
for freight carrying grew by 23.5 percent thanks to a 26.5 percent
hike in railway transport fees and growth of 24.1 percent in
pipeline charges.
The situation in the world market for goods was incredibly
favorable for Russian exporters. Prices were not only high for
oil, which saw an average price for Brent crude of $28.9 for the
year, but the price of nickel on the London Metals Exchange
jumped by 97 percent and those for copper and aluminum grew
by 38 percent and 13 percent, respectively. Prices for platinum
rose above $800 per troy ounce, a 35 percent jump for the year.
The value of Russian exports, according to figures from the
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Main economic indicators for countries with
«BB» rating by Standard&Poor’s

Sovereign rating (S&P)

GDP per
capita,
$ PPP

Real GDP
growth
in 2003

Inflation
in 2003,
%

Fiscal
surplus (-)/
in 2003,
% GDP

Stock market
growth in 2003,
deficit (+)
%**

Russia

BB+/Stable/B

9000,6

7,3

12,0

1,6

Columbia

BB / Stable/B

6776,7

3,6

6,7

-5,0

59,0

BB/Stable/B

2704,4

7,4

3,7

-6,2

73,9

Morocco

BB/Positive/B

3888,5

5,5

1,2

0,7

43,0

Peru

BB-/Stable/B

4990,3

4,0

2,5

0,2

88,4

BB/Stable/B

4345,3

4,5

3,1

-4,6

39,0

5284,3

5,4

4,9

-2,2

62,3

India

Philippines
Average

70,3

Other emerging markets
Brazil

B+/Positive/B

8015,2

-0,2

10,4

0,2

102,9

Turkey

B+/Positive/B

6882,4

5,8

18,4

-11,1

122,4

Poland

BBB+/Negative/A-2

10 853,9

3,7

3,7

-4,5

33,1

** according to MSCI indices
Sources: national statistic offices, IMF, Morgan Stanley Capital International

Central Bank, grew by 26.7 percent in 2003, reaching a record
level of $135.9 billion. Despite the increase in the value of the
ruble, imports did not increase as significantly. Thanks to this,
Russia’s trade balance surplus its previous record of $60.5 billion, set in 2000.
Against a background of favorable external trade conditions and
a sharp fall in capital outflow, the investment in fixed capital of
Russian enterprises in 2003 rose by 12.5 percent, in comparison
to a rate of 2.6 percent for 2002. The bulk of the investment was
in the fuel industry (21.9 percent of the total value of fixed capital investment), transport (17.7 percent) and housing and utilities
(14.6 percent).
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MSCI Russia Index vs MSCI Emerging Markets
and Dow Jones Industrial Average in 2003
(01.01.2003=100)
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The volume of direct foreign investment grew to $6.8 billion, rising by 69.4 percent for the year. For the first time since 1999,
direct foreign investment grew faster than GDP. A significant role
in the formation of a positive image for Russia was played by the
upgrading of the country’s sovereign rating to investment grade by
Moody’s Investor Service in 2003. The key obstacles hindering
further increases in investment remain the economy’s high
dependency on external markets, weak legal practice, high taxes
and the weakness of the financial sector.
Russian foreing currency reserves
($ bln)
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The growth in real per capital income (13.7 percent) contributed
to a further increase in the volume of total bank deposits. The
total ruble value of bank accounts in 2003 rose in nominal terms
by 51.6 percent, to 984.3 billion rubles ($33.7 billion). On the
background of the significant increase in the value of the ruble,
interest in foreign-currency deposits was noticeably lower: The
increase in their total value was 17.6 percent, to 467.3 billion
rubles ($16 billion). The rise in the volume of credit activities in
the banking sector (41.1 percent) was significantly greater than
that in bank deposits and account volumes for individuals and
businesses (33.1 percent). In general, the rise in individual savings
grew by 33.7 percent in real figures and demand for foreign currency grew by 70 percent.
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I know you will make more money through me
than you have alone. I could go in with a lot
of these silk-stocking fellows around here,
but I don't want to.
Theodore Dreiser, The Titan

Human Resources Director
for the Region investment group

Ekaterina Skvortsova

Ekaterina Skvortsova was born on Nov. 11, 1969. She is a graduate of the Moscow State Open Pedagogical Institute (specializing
in mathematics and information technologies) and holds a
Masters degree from Kostroma State Pedagogical Institute. She
also holds a candidate PhD in the theory and methodology of
professional education.
From 1997 to 2001 Skvortsova worked as a consultant at major
Russian companies, specializing in human resources consulting —
the SOECON Staffing Center, the Contact agency and the company GRP. Since March 2001, she has been the human resources
director for the Region investment group.
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It is impossible to realize the strategic objectives and the further
development of the investment group without a team of professionals that constantly strives to perfect and maintain our basic
corporate principles. This is why policy for personnel management has been and remains one of the most important priorities
for Region. In 2003, the policy was directed at the strengthening
and further creation of a reliable team of professionals that can
effectively achieve increasingly complex aims. The professional
reputation of the investment group, upon which the confidence
of our clients is based, is inextricably linked with the knowledge,
skills and experience of each of our employees and their initiative,
innovative thinking and ability to work as part of a team. This is
the basis for business development.
The constant development of new business directions, which is
one part of the development strategy of the Region investment
group, requires the continual increase in the size of our staff and
the attraction of new employees able to meet a high level of
established professional qualifications. At the same time, it is
necessary to maintain the base of the team that was responsible
for developing Region’s corporate values and traditions in the
past. Over recent years, we have been successful in meeting this
difficult challenge. The total number of employees working at

1-3 years

Senior management

27,8%
3-5 years

5-7 years

Middle management

2,5%

2,5%

16,7%
3,6%

8,9%

16,7%
7,1%

11,1%
less than 1 year

3,6%

57,1%
27,8%

38,0%

28,6%

48,1%

REGION IG employees’ record
of service

more than 7 years
Specialists
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REGION IG employees’ experience
in financial markets

less than 1 year
3-5 years
more than 7 years

3,7%

29,6%

1-3 years
5-7 years

17,3%

17,3%
32,1%

the Region investment group increased by 32 percent over the
last year, climbing above 150. At the same time, staff turnover
for 2003 was only 8 percent, while 44.5 percent of the top managers have worked for companies within the group for more than
five years.
In this case, we are talking about professional managers, as over
half of our employees have over five years experience working on
financial markets. Professional experience and youth (the average
age of the group’s employees is 30.6) allow us to create a reliable
base for the dynamic development.
The question of the professional development is an important part
of the group’s corporate management policy. The financial sector, by definition, is characterized by an element of conservatism
- a company’s name and experience play no less a role in its success than its money and securities. This is why it is important that,
along with the addition of new names, those whom our clients
and partners already trust and are accustomed to working with
continue to improve and grow professionally.
Ensuring that the professional advancement of our staff is uninterrupted is part of Region’s corporate policy. In 2003 one out of
six employees at the group moved up at least one rung on their
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career ladder. Significant attention is paid to a continuous system
of professional retraining within the group. The participation in
training seminars and obtaining higher levels of financial-economic education are encouraged in every way. Almost 89 percent
of the group’s employees hold degrees from universities or institutes of higher learning, with 17 percent holding two. Over 6 percent of our employees hold postgraduate degrees.
We consider work with young and promising specialists and the
further education of our existing staff to be a very important
aspect of personnel management. Our graduate internship program helps significantly in this direction. In 2003, all of the participants in the graduate internship program remained with companies in the group following the end of their program, and continue to work successfully.
The numbers show that the group has been able successfully to
meet this main challenge - maintaining continuity as its business
broadens. This has been made possible by a balanced policy for
working with staff, the creation of a system of material incentives
oriented toward producing results, the provision of a competitive
work environment and also the creation of the conditions necessary for realizing and utilizing the potential of each and every
employee.
REGION IG employees’ level
of education

1 university degree
incomplete higher education
MBA
16,8%

2 university degrees
academic degree
specialized secondary education
6,4%

8,0%
0,8%

88,8%

3,2%
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Chairman of the Board of Directors
of Region Investment Company
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Anatoliy Goncharov
tel. +7 (095) 7300333

General Director of Region
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Pavel Zyubin
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tel. +7 (095) 7772964, add. 489
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tel. +7 (095) 7772964, add. 538

General Director of Region
Brokerage Company
Alexey Kuznetsov
kuznetsov@regnm.ru
tel. +7 (095) 7772964, add. 302, 307
General Director of Region
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Andrey Zhuykov
andrey@regnm.ru
tel. +7 (095) 7772964,
add. 300, 110, 119
General Director of Region
Depository Company
Vladimir Nikolkin
nikol@regnm.ru
tel. +7 (095) 7772964, add. 404
General Director of Region
Financial Consulting
Vladimir Galkin
galkin@regnm.ru
tel. +7 (095) 7772964, add. 402

Director of the Analytical Research
Department of the Region
investment group
Alexander Yermak
aermak@regnm.ru
tel. +7 (095) 7772964, add. 405
The Head of the Public Relations
Section of the Region
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Svetlana Podgornaya
podgornaya@regnm.ru
tel. +7 (095) 7772964, add. 141

Region investment group
tel. +7 (095) 7772964
fax. +7 (095) 9752448
www.regiongroup.ru

and I will have money enough,
he added, after a moment's pondering.
Never fear.
I'll make millions here,
whether they want me to or not,
and after that — well, after that,
we'll see what we'll see.
T h e o d o r e

D r e i s e r ,

T h e

T i t a n

