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Russia-Ukraine Conflict: Political Entrenchment 

Lots of threats – no significant action. Predictably the three major summits (EU, G7 and NATO) were 
very focused on additional support for Ukraine and threats against Russia. But nothing significant 
was agreed other than to consider an improbable price-cap on Russian oil and gas exports.  

Is there a change in Putin’s position? President Putin has stated Russia’s goal as “the liberation of 
Donbass and guarantees of security for Russia”. That is a significant change from initial demands 
and raises the question of whether Russia may declare a ceasefire when it has control of the region 
in which the military is grinding out gains (map inside). But Putin refused to discuss any timeline.  

Political rhetoric is not encouraging. The Kremlin spokesperson stated that Russia would only 
engage in peace talks “under its terms” and that these are well known. He also accused the West of 
blocking Kyiv from engaging in any peace efforts.  

US moves closer to designating Russia a terrorist state. A US Senate Committee has approved a 
motion to ask the US Treasury Department to designate Russia as a terrorist state. Such a move, if 
finally adopted, would almost guarantee no improvement in Russia-U.S. relations “indefinitely”.  

The UK may seize Russian assets. Foreign Secretary, Liz Truss, said she supports the proposal which 
would allow the government to seize Russian assets in the country and hand them over to Ukraine. 

Surprising action to control Sakhalin II. President Putin signed a decree creating a new structure to 
take control of Sakhalin-II. Gazprom will still control the project but the action leaves the minority 
shareholders (Shell, Mitsui and Mitsubishi) in a precarious position. The assumption is that if Russia 
wanted the project, it could simply have nationalized it. Now it appears to be using this action as a 
negotiating point – for an issue yet to be clarified.  

Lithuania dispute resolution is close. It is reported that the EC has drafted a proposal to end the 
transshipment dispute between Lithuania and Russia, to Kaliningrad. Details are expected this week.  

Russia disputes the default. Russia’s Finance Ministry has rejected the declaration that it has 
defaulted on external debt. It says that all payments were made on time and that the fault lies with 
the paying agents. The ministry says it may consider legal action.  

The drop in the economy in May was not as bad. GDP contract by 4.3% YoY in May. That is less than 
many had predicted when sanctions started to be applied. It is consistent with our opinion that the 
economy may see a drop of less than 6% this year, although we also expected a further (smaller) 
contraction in 2023. China imports of Russian coal jumped 55% YoY in June.  

Demands for a weaker ruble grow – but CBR is reluctant to take a risk. The Russian Union of 
Industrialists (RSPP) has become the latest body to demand the CBR take action to reduce the value 
of the ruble because of the damage to competitiveness. However, the CBR is reluctant to take any 
major steps, such as a removal of currency controls, in case of a repeat of the March collapse.  

Surveys show a reluctance by most foreign companies to exit … Several surveys, including from 
Yale University, show that while many foreign companies announced the suspension of work or new 
investment in Russia in March and April, very few have actually left or wish to.  

… but the number of those doing so is starting to grow. There are concerns that the prospect of 
legislation that would allow the State to appoint local administrators to companies with significant 
foreign ownership (expected later this year) is forcing more companies to decide to leave. Several 
large multinationals made such announcements last week.  

Legislation to expand the definition of “foreign agent” passes the Duma. The Duma has passed the 
third reading of a bill that would (if signed into law – as is expected) broaden the definition of foreign 
NGOs to include any group “influenced” from abroad. The existing definition requires the NGO to 
be funded from abroad.  
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Key Issues 

A lot of rhetoric last week. As expected, the Russia-Ukraine conflict dominated the headlines over 

the past ten days. First the EU summit promised more support for Ukraine and threatened Russia 

with more sanctions. The G7 Leaders summit delivered much the same with officials committing to 

try and limit Russian gold exports and to consider the possibility of price capping Russian oil and gas 

exports. Some officials appear to believe that Moscow will continue to export even at US$1 more 

than production costs! Another case of political wishful thinking over economic reality. The final 

event was the NATO Summit in Madrid with statements and actions exactly as expected.  

Is there a change in Moscow’s position? There is a lot of commentary about President Putin’s 

comments in recent days, with suggestions that he has reduced the goals of the so-called “special-

operation” and may be moving closer to a ceasefire.  

What he said. President Putin said that the ultimate goal of the military operation in Ukraine is the 

liberation of Donbass and guarantees of security for Russia itself. It’s not worth talking about the 

timing of the completion of the operation, it’s wrong to push the military, he added. “The ultimate 

goal I have outlined is the liberation of Donbass, the protection of these people and the creation of 

conditions that would guarantee the security of Russia itself,” Putin said. “This [the timing of the 

special operation] is connected with the intensity of hostilities, and it is directly tied to possible 

losses, and we must first of all think about saving the lives of our guys,” he added. 

This is a clear change from previous goals of de-nazification and demilitarization. Considering that 

Russia now controls the LNR (Luhansk) and is grinding out gains in the DNR (Donetsk) territory the 

new goals are basically about security guarantees. One interpretation of this statement is that it is 

a message to the West that negotiations might be possible. On February 24th, when Putin announced 

the military operation, he called its goal the "demilitarization" and "denazification" of Ukraine, as 

well as the protection of the civilian population of Donbass from "genocide." 

The original goal of regime change in Kyiv has long since been abandoned. In May, Russian Foreign 

Minister Sergei Lavrov called the purpose of the special operation to ensure the security of eastern 

Ukraine and Russia. He drew attention to the fact that the Russian side does not demand that power 

be changed in Ukraine or that President Vladimir Zelensky surrender. 

Moscow still has clear demands for peace talks. According to Valentina Matviyenko, the speaker of 

the Russian Federation Council, if the West had wanted to, then “it would have long since seated 

Kyiv at the negotiating table” on a peaceful settlement of the conflict in Ukraine. “But the 

negotiations must be on realistic terms. These are the conditions that are declared for the purposes 

of Russia's special military operation. And under no other conditions will Russia negotiate,” 

Matviyenko said in an interview with the Belarusian STV channel. The speaker also noted that 

Ukraine "crossed the red line", and today "it is not Russia that is at war with Ukraine, but the 

collective West, NATO is at war with Russia through the hands of Ukrainians." 

Peskov confirms that Russia will only talk on “its terms”. Russian presidential spokesman Dmitry 
Peskov accused the United States and other Western countries of opposing initiatives to resolve the 
conflict in Ukraine, forbidding Kyiv to “think and talk” about a peace agreement. But the time will 
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come one day for negotiations, he said.  “Sooner or later common sense will prevail. And again, 
the turn of negotiations will come, before which the Ukrainians will have to understand once again 
all our conditions. They know them very well. agree to them. Sit at the table. And just fix the 
document that has already been agreed in many respects,” he said. Peskov believes that Western 
countries are betting on the continuation of hostilities, which is why there is no previous demand 
for the possibilities of “pacifying the situation”. 

Russia claims the withdrawal from Snake Island is a sign of goodwill. It is also worth noting that 

while the Ukraine view of Russia’s withdrawal from Zmeiny island (Snake Island) is of one a military 

victory, Russian officials are saying this is an action to show the West that Russia no longer wants 

(nor can) take over Odessa and establish control of the Black Sea.  

The partial exchange of prisoners was also a surprise. Separately Kremlin spokesperson Peskov said 

that Putin’s prime goal is to get people home safe, which is why they exchanged 144 Azov prisoners 

for 144 Russians last week. The 144 Azov soldiers all appeared to be badly injured and represent 

only a portion of the total number of Ukraine forces captured in the Azov steel plant. Russia has 

designated the remaining forces as Nazis and is threatening to put them on trial.  

Kyiv wants a ceasefire before the winter. During his speech at the G7 summit earlier last week, 

President Zelensky said he would like the hostilities to end by the end of the year, before the start 

of winter, two EU diplomats told Reuters. 

Ukraine no longer seeks NATO membership. Ukraine will not take steps to join NATO because the 

members of the alliance have rejected its aspirations, the deputy head of the Ukrainian presidential 

office, Ihor Zhovkva, said in an interview with the Financial Times. According to him, Kyiv's accession 

to the military bloc is impossible in the short term. At the same time, Zhovkva expressed hope that 

NATO would confirm a close partnership with the Ukrainian side. 

The graphic below is from the recently published BP Statistical Review of World Energy, 2022. It 
perfectly illustrates the difficulty facing government as they talk about reducing the use of 
hydrocarbons and increasing the use of renewable energy sources. It also illustrates the continued 
relevance of Russia, as a supplier of hydrocarbons, for a long time to come.  
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On the Ground – Russia Claims Territory 

The caveat to any assumption about what may happen next in the conflict is that there are few 

decision makers on the Russian side and, previously, they have given very little forewarning about 

what action they would take next. Against the backdrop of the continuing fighting in Ukraine, there 

is a lot of speculation and many polar-opposite scenarios being proposed. But we have at least 

learned that it is useful to follow the physical evidence. It can provide some guidance. 

Military action is in line with political statements. The change in the rhetoric from Moscow (see 

comments earlier) has added more optimism that Moscow is looking only to gain full control of the 

“greater Donbass” region and as far down to Kherson (i.e., The area where it has either full control 

or is engaged in intense fighting with Ukrainian forces currently – see map below). The hope is that 

once it has this control, it will offer a ceasefire and the start of negotiations. 

It is of course far too early to be optimistic that fighting may end in the summer, but at least the 

rhetoric in Moscow is a lot more focused on the security of the region and Russia’s western border 

security. 

Russia claims to have taken more of the Donbass. On Sunday, the Russia Defense Ministry said that 

Russian and separatist forces have taken full control of the eastern Ukrainian city of Lysychansk. In 

a statement, Russia's defense minister says he told Russian President Vladimir Putin that the entire 

region of Luhansk has been "liberated". 

Ukraine confirms occupation of Luhansk. Ukraine confirmed the loss of the city of Lyschansk to 

Russian forces and, with it, control of the Luhansk region. The fighting remains intense in the 

Donetsk region. 

 

 
  

Russian Forces in Ukraine - July 1 

Source: AlJazeera
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Sakhalin -2 Nationalization Threat 

Surprise presidential decree could lead to Sakhalin-II nationalization. President Putin signed a 

decree, effective from June 30th, which potentially will allow the state to nationalize Sakhalin-2, 

supplier of approximately 4% of the world’s supply of LNG. According to the decree, a new legal 

entity will take over all rights and obligations of Sakhalin Energy Investment. The existing 

shareholders in Sakhalin Energy Investment (Sakhalin-2) are: 

▪ Gazprom 50% + 1 share 

▪ Shell  27.5% - 1 share 

▪ Mitsui  12.5% 

▪ Mitsubishi  10.0% 

Gazprom’s position is protected. According to the decree, Gazprom will automatically have the 

same stake in the company, but other shareholders must ask the Russian government for a stake in 

the new firm within one month. The government will then decide whether to allow them to keep a 

stake. 

Firms must show proof of rights under the previous structure. If foreign firms want to take shares 

in the new Russian LLC, they must provide proof of their rights in the old Sakhalin-2 project 

company, with Moscow having the final right to give them permission. An audit will also be carried 

out to determine how much damage was caused by the actions of foreign companies, and the 

companies will be required to pay damages to the Russian government.  

Shell is close to a sale. Shell announced in February that it would sell its Russian investments due to 

the conflict in Ukraine, and that it would write off a £3.8 bln hit because of the sale. It is widely 

reported that Shell has been in talks with potential buyers for its stake in the project, including some 

from China and India. Last week, Shell’s CEO, Ben van Beurden, said that the company was "making 

good progress" in its plan to exit the joint venture. “I cannot tell you exactly where we are because 

it's a commercial process so I have to respect confidentiality, but I can tell you when I got an 

update last week, I was really pleased with where we are," he said. 

There is a lot of speculation as to why Russia has made this surprising move. Other legislation is 

being considered to allow the state to appoint Administrators to companies which it deems are at 

risk because a foreign strategic owner is selling or planning to exit. But this does not apply to 

Sakhalin-2. Shell is the operator, but Gazprom is the majority shareholder. Shell may (in theory) sell 

its stake to whoever it likes, but no new investor would buy without getting clearance to do so from 

the Russian state.  

Japanese investors are the most exposed. The action leaves the two Japanese companies in, 

potentially, the most difficult position. It is speculated that the reason for the action is directed at 

Tokyo and the accusations of aggressive sanctions and trade restricting actions taken by the 

government. Japan’s government has also made statements reinforcing its claim over the disputed 

Kuril Islands, statements which brought severe criticism from Russia’s Foreign Ministry. There has 

also been speculation that Shell is in talks with a Chinese buyer and that the two Japanese 

companies have been trying to block this. There is concern that a Chinese shareholder, who would 

have a greater stake than the two Japanese companies, could influence the shift in gas exports from 

Japan to China.  
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Duma has been critical of Japan. Earlier in June, the speaker of the Russian parliament, 

Vyacheslav Volodin made some accusations against the Japanese companies in Sakhalin -2. At the 

time these comments were dismissed as irrelevant given that Gazprom is the majority shareholder.  

Japan previously said it would not give up its interests in the Sakhalin-2 project, which is important 

for its energy security, even if asked to leave. A Mitsubishi spokesperson said the company was in 

discussions with its partners in Sakhalin Energy and the Japanese government about how to respond 

to Putin's decree. Mitsui told Nikkei Asia it was "in the process of confirming the facts".  

 

Tokyo is considering its response. Japan is studying the impact of President Vladimir Putin's decree 

on the Sakhalin-2 project, Seiji Kihara, deputy secretary general of the government, said at a press 

conference in Tokyo. "We are aware of the decree of the President of Russia. Speaking from a 

general position, we cannot allow infringement of our country's rights in the field of minerals. We 

are currently studying the question of what will happen to the share of Japanese enterprises in 

the Sakhalin-2 project, as well as the question of the effect on Japan's LNG imports. So, I can't 

answer at the moment about our next steps. The decree was signed yesterday, so for now we are 

studying the goals of the Russian side and the background, so what steps we will take and what 

steps each will take. companies, I can't say right now," the Deputy Secretary General said. 

Japanese industry minister Koichi Hagiuda said the government did not consider the decree a 

requisition. "Generally speaking, our country's interests in resources should not be hurt," he told 

a regular news conference, declining to say whether Japan was in contact with Moscow over the 

matter. "The decree does not mean that Japan's LNG imports will become immediately 

impossible, but it is necessary to take all possible measures in preparation for unforeseen 

circumstances," he said. 

  

Sakhalin Gas Projects Sakhalin Island

Source: Oil & Gas Journal Source: Financial Times 
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Lithuania Transit Dispute Heads Towards Resolution 

EC is expected to present a compromise to end the dispute. It is reported that the European 

Commission will, this week, publish clarifications on the issue of transportation to the Kaliningrad 

region from the regions of the Russian Federation. According to Der Spiegel, Russia will be able to 

transport goods subject to sanctions to Kaliningrad only in the amount that was transported before 

the start of a special military operation in Ukraine. "In Vilnius, this is assessed as a defeat," according 

to unnamed “government sources” cited in the Der Spiegel article.  

Lithuania is not happy with it. The President of Lithuania also confirmed the expected new rules, 

saying that the ban on transit traffic to the Kaliningrad region from the regions of Russia should be 

decided "between the European Commission and Russia," Earlier, he called concessions on this 

issue impossible. He added "We are in close cooperation with the European Commission, which is 

expected to announce the rules for handling these goods in transit in a few days," Nauseda said. At 

the same time, he did not comment on the possible result of the work, noting that Lithuania is 

against the "green corridor for special cargo." 

Chancellor Scholz said that it was "a matter for the European Union to set the necessary framework 

and rules" for freight transport from Russia to its enclave. "And, of course, these [rules] must always 

be set in the light of the fact that we are dealing here with traffic between two parts of Russia," he 

added, suggesting that EU sanctions against Russian goods should not apply because these goods 

were not entering the bloc as imports but just passing in transit. 

Since June 18th, the Lithuanian authorities have banned the transportation of Russian goods 

subject to sanctions by rail leading to the Kaliningrad region. The head of the region, Anton 

Alikhanov, said that the restrictions could affect 40-50% of goods imported into and exported from 

the region. 

Lithuania may still veto any agreement. On June 25th, the European Parliamentarian from Lithuania, 

Petras Auštrevičius, announced that the European Commission had prepared a document allowing 

the transportation of goods under sanctions from mainland Russia to the Kaliningrad region through 

the EU countries. He urged the EU to "adhere to the previously agreed position and not succumb 

to Russian pressure." According to him, Lithuania can veto this decision. 

 

Moscow to Kaliningrad Train Line

Source: Wikipedia



Ukraine-Russia Briefing 

 

8 

Western Sanctions and Threats 

Note: Please refer to previous updates of the Russia-Ukraine Sitrep for all sanctions put in place by 

the US, the UK, and the EU. The list below is the updates announced since the last Sitrep was issued 

(June 23rd). 

The UK may seize Russian assets. The British Foreign Secretary, Liz Truss, said she supports the 
proposal which would allow the government to seize Russian assets in the country and hand them 
over to Ukraine. According to her, such an initiative may require a change in legislation. The 
publication explained that London can transfer the seized assets to private individuals as 
compensation for damages or to the government of Ukraine. Now the UK can freeze the assets of 
Russians for 56 days and then extend the freeze for another 56 days, during which the owner cannot 
dispose of his property. 

The U.S. Treasury Department said it imposed sanctions on 70 entities in Russia, many of which it 

said are critical to Russia's defense industrial base. The names include Rostec, United Aircraft 

Corporation, KAMAZ, Tupolev and Irkut Corporation. The list also includes 29 individuals.  

U.S. and other nations have frozen $330 bln of Russian assets. A report from the U.S. Treasury 

department said that the U.S, the EU and others in the multi-agency asset-seizure (sanctions) group 

have frozen and blocked US$330 bln in Russian-related assets in the past 100 days. This is reported 

by RIA Novosti with reference to the US Treasury. Of this amount, about US$300 bln are the assets 

of the Bank of Russia, more than US$30 bln are assets in financial accounts and economic resources.  

▪ This is consistent with the statement made in May by Russia’s Finance Minister. He said 

that, of the US$635 bln of CBR assets in mid-February, US$300 bln (of SU$500 bln held in 

currency) was blocked and US$200 bln, plus US$135 bl in gold, was available for use.  

Clearstream has blocked the correspondent account of Rosbank because, as of June 29th, Vladimir 

Potanin, the bank’s owner, came under British sanctions. On May 18th, Potanin's Interros bought 

Rosbank from Societe Generale. Based on this, the international depository Clearstream decided to 

block the account of Rosbank – now the bank will not be able to receive income from securities 

issued outside of Russia and denominated in rubles. All coupons that belong to the bank "will be 

accumulated and stored in special accounts" in the depository. 

US and several other countries have banned gold imports. The US Treasury Department announced 

that the U.S. and a handful of key economic allies will prohibit imports of Russian gold. The United 

Kingdom, Canada and Japan confirmed they are joining in the effort. The ban against gold mined in 

Russia does not apply to metal that was located outside of Russia prior to Tuesday’s declaration, the 

Treasury added. 

These are the 15 countries that exported the highest dollar value worth of gold during 2021. 

▪ Switzerland: $86.8 billion (22%), up 21.1% YoY 

▪ United Kingdom: $41.4 billion (10.5%), up 93.2% YoY 

▪ Hong Kong: $30.8 billion (7.8%), down 25.3% YoY 

▪ United Arab Emirates: $28.7 billion (7.3%) 

▪ United States: $27.7 billion (7%), up 35.1% YoY 
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▪ Australia: $17.5 billion (4.4%) 

▪ Russia: $17.4 billion (4.4%), down 6.3% YoY 

▪ Canada: $15.1 billion (3.8%) 

▪ Singapore: $15 billion (3.8%) 

▪ Peru: $7.7 billion (2%), up 19.9% YoY 

▪ Japan: $7.6 billion (1.9%) 

▪ South Africa: $7.4 billion (1.9%) 

▪ Germany: $6.1 billion (1.5%), down 30.2% YoY 

▪ Brazil: $5.3 billion (1.3%) 

▪ Italy: $4.2 billion (1.1%), down 36.7% YoY 

By value, the listed 15 countries shipped 80.9% of global gold exports in 2021. 

Turkey does not impose sanctions against Russia. The imposition of sanctions against Russia would 

hurt Turkey's economy more than Russia's, Turkish presidential spokesman Ibrahim Kalin said. 

Ankara is not joining countries imposing sanctions in response to a military operation to protect its 

interests. According to Mr. Kalin, the West has understood this position. 

US Senate moves motion to designate Russia a terrorist state. The US Senate Committee on 

Foreign Relations approved a resolution (Resolution 623 was proposed by Republican Senator 

Lindsey Graham) to include Russia on the list of countries that support terrorism. If the decision is 

approved by the Secretary of State, Russia will be the 5th country on the State Department's list, 

which includes Cuba, North Korea, Iran, and Syria. 

The State Department lists states as sponsors of terrorism that the Secretary of State believes have 

repeatedly supported acts of terrorism around the world. Sanctions that are imposed on such states 

include restrictions on receiving aid from the United States, a ban on the export and sale of defense 

products, controls on the export of dual-use goods, and various financial and other restrictions. 

▪ On March 17t, 2022, President Zelensky called on the world to recognize the Russian 

Federation as a terrorist state 

▪ The Rada of Ukraine appealed to Congress calling on the State Department to recognize the 

Russian Federation as a state sponsor of terrorism, noting that “the Russian Federation has 

supported and financed terrorist regimes and terrorist organizations for many years, 

including being the main supplier of weapons to the Assad regime in Syria, and supporting 

terrorists in the Middle East and Latin America, organizing acts of international terrorism, 

including the poisoning of the Skripal family in the United Kingdom of Great Britain and 

Northern Ireland, the downing of a Malaysian civilian airliner, and other acts of terrorism”; 

▪ On April 27th, 2022, US Secretary of State Anthony Blinken told Congress that "I have no 

doubt that the Russians are terrorizing the Ukrainian people" 

Russian post membership suspended. Russian Post membership in the Association of European 
Postal Operators (PostEurop) has been temporarily suspended. Russian Post's membership in 
PostEurop was suspended amid the military activities in Ukraine and "as a result of a request from 
a large number of PostEurop members". 
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Russian Response and Consequences 

See also our weekly Russia Policies to Alleviate the Effects of Sanctions report. This report 

chronicles actions taken by the government to help the economy and to counter the impact of 

Western sanctions. 

Foreign Agent definition expansion. The Duma adopted in the 3rd reading the law "On controlling 

the activities of persons under foreign influence". The legislation is planned to come into force on 

December 1st, 2022. The law introduces a single register of foreign agents instead of the existing 

four. This is necessary "to raise awareness among citizens and officials", the document says. The list 

can now include not only citizens and companies that receive foreign funding and engage in political 

activities. Anyone who "receives foreign support or is under foreign influence" and does not 

receive foreign funding can be recognized as a "foreign agent". 

Russia bans entry to another 25 Americans. As a response to the ever-expanding US sanctions 

against Russian political and public figures, 25 American citizens are included in the "stop list" from 

entering the Russian Federation. The statement said that these people are responsible for the 

formation of the Russophobic course, participants in the so-called. the McFaul-Yermak group, which 

develops recommendations on anti-Russian restrictions, as well as members of the family of 

President John Biden. 

▪ The list includes Jill Biden, the President’s wife, and their daughter Ashley. It also includes 

Senator Mitch McConnell, Republican Senate member from Kentucky, who has faced 

criticism in the past for being too close to Moscow. Also included is Francis Fukuyama, 

professor at Stanford University 

Russia can ban media from countries that ban Russian media. The Duma has passed a law (3rd 

reading) on mirror measures in response to countries discriminating against or banning Russian 

media outlets. Under the law, the Prosecutor General is empowered to ban foreign media in Russia 

in the event of hostile decisions against Russian media abroad, namely, to restrict or ban their 

activities. 
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Energy Sector Update 

Surge in China purchases. Russia’s coal shipments to China have been rising, new data from S&P 

Global Market Intelligence showed. Russian seaborne coal deliveries to China surged 55% to 6.2 mln 

tons in the first 28 days of June compared to the same period last year. In May, Russian seaborne 

supply to China also rose by 20% year-on-year to 5.5 mln tons. “Despite lower demand and higher 

domestic coal production, China has been buying significantly higher Russian coal since May 2022,” 

S&P Global Market Intelligence associate director Pranay Shukla told CNBC. “This is because Russia 

has been offering very steep discounts on prevailing international coal prices.” He added that the 

market will be keeping a very watchful eye on third quarter demand from China as a rise in demand 

here could see international coal prices rise to “unimaginable levels”. 

EU to ban Russian coal imports. Alongside Japan, the European Union also announced a ban on 

Russian coal in its fifth package of sanctions in April, but the ban has been pushed back to August. 

The European Union, for example, plans to cut its Russian oil imports by 90% before year end. 

Gazprom replaces Kulibayev with Patrushev. At the annual general meeting on Thursday, Gazprom 

shareholders elected a new board of directors, in which Dmitry Patrushev, Minister of Agriculture 

and son of the Secretary of the Security Council of the Russian Federation, took the place of 

Kazenergy association chairman Timur Kulibayev, according to the company's materials. Kulibayev 

is the son-in-law of Kazakhstan’s former President Nazarbayev. The remaining ten members of the 

board of directors retained their seats. Among them the Chairman of the Board of Gazprom Alexey 

Miller, the Chairman of the Board of Gazprombank Andrey Akimov and the Special Representative 

of the President of Russia for Cooperation with the Forum of Gas Exporting Countries (GECF) Viktor 

Zubkov, as well as Deputy Prime Minister Alexander Novak, Minister of Industry and Trade Denis 

Manturov and Energy Minister Nikolai Shulginov. 

Berlin mulls nationalization of part of Nord Stream-2. Germany’s Finance Ministry is considering 

nationalization of its part of Russia’s Nord Stream-2 gas pipeline, Spiegel magazine reported citing 

sources. “The federal government is considering the necessity to expropriate a part of the pipeline 

system on the territory of Germany and to cut it from the rest of the pipeline,” the magazine 

reported. “Then the pipes running from the land to the sea could be connected to the movable 

liquefied natural gas terminal. 

▪ Russian presidential spokesman Dmitry Peskov told reporters that nationalization of the 

Nord Stream-2 facility is only a hypothetical discussion. “Let us avoid any hypothetical 

discussions. I believe that if there are real step, it is a job for lawyers to give a legislative 

assessment of the actions if they are really discussed,” he said. 

▪ Such an action by Germany would also, almost certainly, kill off any hope for certification of 

the pipeline and its eventual design use.  

G7 leaders have agreed to study possible price caps on Russian oil and gas, officials said at last 

week’s summit. The officials, who include U.S. Treasury Secretary Janet Yellen, say the measure will 

limit the price that Russia receives for energy while allowing Western consumers to continue getting 

supply.  Officials say they want to encourage sales of Russian oil at levels slightly above production 

costs to ensure Russia's earnings are reduced while it maintains production. Today, Russia receives 
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more revenue than before the invasion began on Feb. 24 as global price rises have offset the impact 

of sanctions. 

The big unknown is Russia’s reaction. If Russia decides to reduce oil or gas exports the plan will 

backfire and lead to a very significant rise in prices. That would amount to a nightmare scenario of 

higher prices and shortages. The Kremlin said that Gazprom could seek to revise its delivery 

contracts if Western countries implemented a price cap on Russian gas. 

May the Kremlin consider a deal? Kremlin spokesperson Peskov said about the proposed gas price 

cap, “this is a subject of negotiations” About the proposed oil price cap he said “we cannot discuss 

it now” To some observers these comments sounded as if the Kremlin was open to some negotiation 

to maintain an acceptable balance between revenue and production.  

It is reported that the CPC pipeline has suffered another de-mining issue. A WW II mine was 

discovered around a suspended mooring unit but neutralized on June 29th. On June 30th, Transneft 

and KazMunaiGaz made a statement that they expect all demining scheduled to be finished as 

planned. On July 1st, one of the two suspended mooring units was put into operations after a halt 

for demining.  The second one will return to operations on July 5 as per the reviewed schedule. 

Comment: So long as the Kashagan oil field is on a maintenance shutdown until July 15th, the 

suspension of two mooring units from June 15th to July 5th has little impact on export volumes. 

Partners involved with the CPC route deny there is any politics involved and that the scale of the 

work required was well understood in advance.  

Siemens blames Russia. Siemens says that the missing turbine cannot cause a 40% decrease in the 

supply of gas via NS1.  

Comment: Many observers agree that the reduction in the volume of gas is not directly linked to 

the equipment delay but is both a strategy to delay gas buyers from filling gas reserves ahead of 

winter and placing pressure on the German authorities to allow the use of Nord Stream 2. 

Meanwhile, Ukraine is pushing for the greater use of the Druzhba pipeline. The Ukrainian pipeline 

can provide as much capacity as the Yamal-Europe, Nord Stream 1 and Nord Stream 2 pipelines 

together (144bcmpa). 

Foreign companies must re-register subsoil licenses in Russia for legal entities of the Russian 

Federation – law Russian President Vladimir Putin signed a law that obliges foreign companies that 

own licenses for the use of subsoil in the Russian Federation to re-register them as Russian legal 

entities.  For the foreign companies/investors to get an appropriate share in the new Russian entity, 

several requirements must be met. 

The change in the law happened earlier in June. It could impact only PSA agreements as all other 

licenses were granted to Russian entities only. If Russia wanted to confiscate any asset, they could 

do it in any other way.  
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Grain Transit Update 

Putin says that grain export is up to Ukraine. According to President Putin, Moscow is not 

preventing the export of grain from the territory of Ukraine, He stated this during a video conference 

with participants in the BRICS Plus summit. “[Russia] is ready to ensure the free passage of ships 

with grain into international waters, if, of course, the Ukrainian military clears the ports of shipment 

and the nearby water area,” he stressed. According to estimates by Russian specialists, 5–6 mln tons 

of wheat and 7 mln tons of corn now remain in Ukraine, but the export of these volumes will not 

solve the problem on the world food market, the head of state believes. 

Putin blames artificially created problems. According to him, Western countries artificially "inflate" 

the scale of problems with the transportation of crops. However, Putin noted, certain difficulties are 

still present. Thus, the insurance of transport transporting grain, dry cargo, bank payments under 

trade contracts and other factors are becoming more complicated, he explained. Putin offered to 

increase the export of fertilizers and agricultural products in exchange for the lifting of sanctions. 

According to the Russian president, the current situation in the food market was provoked by the 

"erroneous economic and financial policies" of Western countries and their sanctions against Russia. 

Russia may raise grain exports to 50 million tons. According to President Putin, Russia will be able 

to supply 50 mln tons of grain to world markets, as a good harvest is expected this year. In 2020, 

Russia exported 49 mln tons of grain worth US$10 bln, and in 2021 - 12% more in monetary terms. 

Kyiv is said to be in talks with Turkey. A government official in Kyiv told POLITICO a plan is under 

discussion that would open up blocked Ukrainian ports for ships loaded with grain, without the need 

to de-mine the waters in the area. A security guarantee provided by Turkey or another state — likely 

one within NATO — is now the crucial missing piece of a deal, and if all sides can agree, a plan could 

be finalized within days, the official said. The official cautioned that it is "premature to be too 

optimistic" about the prospects of an agreement, given how sensitive and difficult the talks are. But 

the outline of a potential deal, as seen by Kyiv, comes amid positive noises from the leaders of 

Turkey and Italy in recent days. 

Moscow wants something in return. The key question is whether Moscow would allow the NATO 

ships to play such a role so close to Russian territory without “something in return” This “tit-for-tat” 

arrangement is what Moscow wants in order to agree to the transit deal. Demining the waters 

around Ukraine might be enough or, as others have suggested, Russia wants some relief in measures 

now hurting the economy.  

Russian grain ship is detained. Turkish customs authorities have detained a Russian cargo ship 
carrying grain which Ukraine says is stolen. Reuters reporters say that the ship, the Zhibek Zholy, is 
anchored about 1 km from shore and outside of the Karasu port on Sunday, with no obvious signs 
of movement aboard or by other vessels nearby. Ukraine’s ambassador in Turkey said that the ship's 
fate would be decided by a meeting of investigators and that Ukraine was hoping for the 
confiscation of the grain. 
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Sanctions Impact on Business Environment 

Investigation in the health sector about medicine procurement. Rosfinmonitoring announced, 

together with the FSB, investigations into the cooperation of Russian doctors and medical 

institutions with foreign pharmaceutical companies, and funding them to the amount of US$500 

mln. Note: we will follow this very closely and report in our Pharma Monthly update.  

Surveys Show a Reluctance to Leave 

Less than 5% of German companies decided to leave the Russian market. Of the number of German 

companies that make up two-thirds of the Russian-German Chamber of Commerce, only 4% 

announced their intention to leave the Russian market completely. The rest plan to continue, RBC 

was told in the Russian-German Foreign Trade Chamber (VTP). 

▪ “At the end of April, the Russian-German Chamber of Commerce conducted a survey among 

its 1,050 member companies to find out how they see the future of their business in Russia. 

Of the number of German companies, which make up two-thirds of the total number of 

members of the WTP, only 4% announced their intention to leave the Russian market 

completely. The rest plan to continue their activities in the market without any changes, 

either partially abandoning new projects or changing their structure,” VTP said. German 

companies are those whose owners are citizens or companies of Germany. 

▪ The Chamber of Foreign Trade noted that since the beginning of the year 54 companies 

have joined it. At the same time, 20 have canceled their membership since February 24th. 

“However, in the medium and long term, we expect a decrease in the number of member 

companies in 2023. Nevertheless, we will remain the largest foreign business association in 

Russia,” VTP added. 

Warning that those exiting will take years to return. Executive Director of the Eastern Committee 

of the German Economy (OAOEV) Michael Harms, in an interview with the German RND, said that 

the departed German companies will not return to the Russian market in the foreseeable future, 

noting that many are just starting to leave the market due to legal difficulties. The process could 

take "months, if not years," he said. “A quick return to Russia is not expected at all,” he stressed. 

At the same time, Harms believes that some German companies still left open the possibility of 

returning, because "if you completely leave the Russian market, then it will be very difficult to 

return." Harms described German business losses from leaving Russia as "acceptable" as companies 

were hit harder by disruption to global supply chains and rising prices caused by the outbreak of 

hostilities in Ukraine. 
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Less than 3% of Japanese companies operating in Russia are ready to stop their business in Russia, 

according to the results of an analysis by Teikoku Databank Ltd, which was based on a survey 

conducted by the Yale School of Management in the US, the Kyodo news agency reported. The 

analysis shows that a significant number of Japanese companies are cautious about leaving Russia, 

and many of them have only suspended their activities in the hope of resuming business in the 

future. 

The Yale School survey, which covered about 1.3 thousand large companies around the world, 

showed that only four out of 168 Japanese companies operating in Russia, that is, 2.4%, decided to 

stop their activities in the Russian Federation, writes Kyodo ". 

More Companies are Starting to Make the Decision 

Fear of nationalization legislation is persuading some to leave. Russia is working in legislation that 

would, if approved with the terms previously disclosed, allow the government to appoint local 

administrators to any business, in which a foreign investor has at least a 25% stake, if the state 

considers that the business is at risk from the actions of the foreign investor, i.e., in the case they 

are considering leaving Russia. The prospect of that legislation, which would carry onerous penalties 

appears to be encouraging some businesses to accelerate their departure. 

Some recent announcements:  

Citigroup Inc is in talks with Russian private lender Expobank over a possible sale of some of its 

operations in the country, a source familiar with the matter told Reuters. Discussions between 

Expobank and Citi are at an advanced stage and are focused on finding a price that would work for 

both parties, the source said on condition of anonymity. Expobank and Citi declined to comment. 

▪ If the deal goes ahead, Citi will become the second Western lender to sell its Russian 

business after French bank Societe Generale sold Rosbank to Interros Capital, a firm linked 

to Russian oligarch Vladimir Potanin. Clearstream has now blocked Rosbank accounts 

because Potanin was added to the list of sanctioned individuals by the UK. Hence, account 

holders in Citibank will be very concerned about who will be the new owner.  

American appliance manufacturer Whirlpool EMEA S.p.A. has signed a contract to sell its assets in 

Russia to Turkish company Arcelik, the company said in a statement. The Turkish company plans to 

acquire Indesit International JSC and Whirlpool Rus LLC. The deal will be worth around EUR220 mln, 

but the final terms of the agreement will depend on a number of factors. It is specified that the 

payments will be spread over ten years. Thus, Arcelik will acquire from the US corporation the 

production facility in Lipetsk, which will enable it to produce 2.8 million refrigerators and washing 

machines per year. 
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IHG. In March, the InterContinental Hotel Group (which owns Holiday Inn, Intercontinental and 

other hotels) announced a suspension of investments, development activities and the opening of 

new hotels in Russia. Media reports in the UK report that the British hotel operator is ready to 

terminate all its activities in Russia due to political risks. It plans to negotiate with property owners 

to terminate contracts by mutual consent to avoid fines. 

Finnish company Kone, which specializes in the production of elevators and escalators, is 

transferring its Russian division to local management. Following the completion of the business 

transfer deal, Kone will leave the Russian market, but will continue to maintain its facilities and finish 

open projects. Kone has been operating in the USSR and Russia since 1935. According to the 

company's representatives, Kone was "forced" to leave the Russian market by the current situation. 

Tire maker Michelin leaves Russia. The company's assets in Russia will be transferred to the 

"current local management." “Following the suspension of production activities in Russia since 

March 15th, 2022, the Michelin Group makes a statement that it is not technically possible to resume 

them, in particular due to logistical difficulties in the current volatile and uncertain context,” the 

release says. Russia accounted for 2% of Michelin's total sales and 1% of the company's total 

passenger tire production. 

Nike to completely withdraw. American clothing and footwear manufacturer Nike has decided to 

withdraw completely from the Russian market. This is stated in a statement on the official website 

of the company. Nike.com website and Nike mobile app will no longer operate in Russia and 

temporarily closed shops will not open. The company stopped supplying products to Russia in 

March. 

Diageo, the world's largest spirits maker, will wind down its business operations in Russia over the 

next six months. "Our focus will remain on supporting our employees in the region and providing 

them with enhanced redundancy terms, while ensuring we comply with local regulations," a Diageo 

spokesperson said in a statement 

But, IKEA stated its desire to return to Russia in the future. Ingka Group, the parent company of 

IKEA and Mega, hopes to return to Russia in the future, but at the moment sees no conditions for 

it. The company announced on June 15th that it would be closing its plants in Russia and firing some 

of its employees. 
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Economic Impact 

Note: For greater detail about trends in, and prospects for, the economy, refer to our Russia Macro 

Monthly. This publication also has detailed data point forecasts.  

GDP fell 4.3% YoY in May. According to the Ministry of Economy " the decline in Russia's GDP in 

May 2022 worsened to 4.3% in annual terms (compared to 2.8% in April). From January to March, 

the ministry recorded GDP growth. “The main factors in the decline in GDP are still transport and 

logistics restrictions and a reduction in domestic demand,” the Ministry said in a report published 

on its website. In particular, the Ministry noted such trends as a decrease in output in the 

manufacturing and extractive industries, a slowdown in construction and agriculture, a reduction in 

real wages and a low level of consumer activity. 

Better result than expected. This decline is much better, i.e. smaller, than many had expected when 

the scale of sanctions became known.  

As previously reported by the agency, in April GDP growth was 1.3%, although the Leading 

Indicator shows a decline of 3.0%. In a report published in May by Rosstat, the estimate of the 

dynamics of Russia's GDP in the first quarter of 2022 is 3.5%. Last week, the head of the Ministry of 

Economy announced the emergence of challenges for the Russian economy against the backdrop of 

an excessive strengthening of the ruble. He also clarified that import figures in Russia remain low. 

 

Concerns about rising unemployment risk. On June 21st, the head of the Ministry of Labor, Anton 

Kotyakov , announced an increase “in tension” in the labor market. According to him, the number 

of registered unemployed in Russia increased in June, but Kotyakov did not name the exact figures. 

On the same day, Presidential Press Secretary Dmitry Peskov said that, despite the departure of 

dozens of foreign companies from Russia, “everything has been normal with employment so far.” 
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However, private sector agencies are less optimistic. According to the Center for Strategic Research 

(CSR), foreign business in Russia accounts for about two million jobs. The CSR believes that the 

withdrawal of foreign companies will endanger at least 350,000 jobs. 

Demographics may save the day. Alexei Mironov, Vice President for Operational Management at 

ANCOR Human Resources Company the number of jobs in the Russian economy may be reduced by 

two million, due to which the unemployment rate will rise from 4.4% to 7.8% by the year-end. He 

presented several future scenarios under which employment will begin to grow by the summer of 

2023 or, according to another scenario, unemployment will remain at the level of 6.4–6.5% for 

several years. 

“We will see some increase in unemployment towards the end of the year as many companies 

leave and staff will enter the market, but next year, given the poor demographics, demand will start 

to recover. The second scenario is that unemployment will remain at a sufficiently high level for 

Russia for several years, and this is due to structural changes in the labor market,” said Mr. Mironov. 

In his opinion, a reduction in the number of jobs is expected in such areas as the auto business, the 

production of household appliances, metallurgy, the production of fertilizers, and construction. At 

the same time, new jobs will appear in textile production, IT, and telecommunications. 

 

 
  

Russian Unemployment Rate, %

Source: Federal State Statistics Service 

Russian Unemployed, millions

Source: Federal State Statistics Service 
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Ruble Trade and Currency Controls 

Refer to our note Ruble at 5-Year High, How Strong Can It Get? Issued May 20th. 

Ruble stays strong. The ruble closed the MICEX session at 54.50 versus the US dollar, having earlier 

traded as high as 51.50 versus the US currency (graph below). That was the highest level since May 

18th, 2015. There continues to be a chorus of calls for the Central Bank to “do something” to weaken 

the ruble but, so far, the CBR is unable or unwilling to take any dramatic action. 

CBR is not willing to take any risks. The problem for the Central Bank is that the only measure which 

will bring the ruble lower, and quickly, would be the removal of all currency controls. But, to do so, 

would risk a steep rate collapse and, with it, the prospect of higher inflation and financial instability.  

The latest voice to demand action is from the RSPP. Currency control in the Russian Federation 

should be abolished, and the solution of this issue should be delegated to business, according to 

Alexander Abramov, member of board of the Russian Union of Industrialists and Entrepreneurs 

(RUIE/RSPP). "Today we have an overabundance of currency. We have elements of currency control, 

there are restrictions for individuals. Remove the control, we will figure it out ourselves. Today, 

currency is a punishment. Let us solve the currency problem ourselves," he said during the RUIE 

congress. 

 

Some further easing for individuals. Starting from July 1st 2022, individual’s resident in Russia may 

transfer no more than US$1 mln or the equivalent amount in another foreign currency from their 

account in a Russian bank to an account abroad (in a friendly state) or to another person during a 

calendar month. A similar threshold has been set for transfers by resident individuals from friendly 

states. Previously, the limit for these operations was US$150,000. The increase in transfer limits is 

due to the stable situation on the domestic currency market. 

  

Ruble-US Dollar Exchange Rate

Source: TradingEconomics
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Note: the definition of “friendly state” is key. The U.S., EU, Japan, Canada, Australia, and other states 

that have applied sanctions against Russia are in the list of so-called unfriendly states. Such financial 

transfers are not allowed.  

CBR claims that an alternative money transfer system is in place. According to the Governor of the 

Central Bank, Elvira Nabiullina, now 70 foreign organizations from 12 countries have joined the 

Financial Message Transfer System (SPFS), however, many partners are afraid of secondary 

sanctions due to connection to the Russian analogue of SWIFT, so the Central Bank of the Russian 

Federation does not disclose their list. "At the moment, 70 foreign organizations from 12 countries 

have joined it, this work is underway, but it depends on the partners," she said, speaking at the 

RSPP congress. Nabiullina stressed that the regulator is ready to connect everyone to the system - 

it has technical solutions, this can be done quickly enough, but it all depends on the desire of the 

partners. 

CBR clarifies some currency rules. On 27th June, the Central Bank published an extended response 

to FAQs foreign currency transfer. It clarified under what conditions foreign currency transfers by 

resident individuals between their accounts opened with banks and other financial market 

institutions located abroad are possible: 

▪ From accounts opened with foreign banks before March 1st2022 to one's own accounts with 

foreign banks 

▪ From accounts opened with foreign banks, regardless of the date of their opening, to one's 

own accounts in foreign banks in 'friendly' countries 

▪ In the case of foreign currency transfers for the maintenance of property (including repairs, 

security, and other expenses) that is located on the territory of foreign countries and 

belongs to individuals who are residents by right of ownership. The amount of such transfers 

cannot exceed the amount of respective funding for such purposes for the preceding 

calendar year 

▪ In case of enrolment of foreign currency to pay for their education and medical expenses 

and the same expenses of their spouses or close relatives who are such in accordance with 

the Family Code of the Russian Federation 

▪ As a result of conversion into foreign currency of the Russian currency previously received 

on the bank account (deposit) in rubles opened by the resident in a foreign bank 

▪ In all cases, account information must be disclosed to the Russian tax authorities. 

Some major Russian banks have already refused to open accounts and deposits in dollars and euros. 

This was reported by the Izvestia newspaper, citing information obtained from the call centres of 

credit institutions. Promsvyazbank (PSB), Sovcombank, Rosbank and Otkrytie have refused to open 

such currency accounts. This situation in the financial services market is due to the fact that credit 

institutions cannot invest American or European currency anywhere because of the increased risk 

of asset freezing.  
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Capital Markets 

Russia says it has not defaulted. The Ministry of Finance rejects the use of the word "default" in 

relation to the economic situation of the Russian Federation. It said that because the international 

settlement and clearing systems had received the required funds in full. The fact that these agencies 

did not transfer the money to the recipients is not Russia’s fault as the country had fully fulfilled its 

obligations to service government securities maturing in 2026 and 2036. 

Blames the intermediaries for the non-payment. The Ministry of Finance stressed that international 

clearing systems, having the legal and financial capacity to bring the funds transferred by Russia to 

the recipients, did not perform the necessary operations. The actions of foreign financial 

intermediaries are beyond the Ministry’s control, and therefore the non-receipt of payments on 

Eurobonds from them cannot be considered the sphere of responsibility of the Russian side. “In this 

case, the non-receipt of money by investors did not occur as a result of a lack of payment, but due 

to the actions of third parties, which is not expressly provided for in the issuance documentation 

as a default event and should be considered within the framework of general rules of law,” the 

Ministry of Finance said in a press release.  

Moody’s declared a default. On June 27th Moody's credit rating agency confirmed that Russia 

defaulted on its foreign debt. This refers to payments under 2026 and 2036 Eurobonds issues that 

became due on May 27th.  

Litigation is inevitable. It seems that this may already give rise to a series of litigations between 

Russia and the bondholders. However, even more importantly, that failure to pay may trigger a 

cross-default under other Russian obligations, leading to a situation when all payments would 

become due immediately. Even if Russia avoids a cross-default now after failing to pay its coupon 

payments under the 2026 and 2036 Eurobonds issues, there is a high chance that it might happen 

anyway after the 30-day grace period expires for the 2027 and 2047 Eurobonds issues. 

Russia sets up “I” accounts. President Putin signed Decree No. 394 on June 22nd, establishing the 

new mechanism for settlements under the sovereign bonds of the Russian Federation denominated 

in foreign currency (Eurobonds). The new procedure authorizes the issuer of Eurobonds to make 

payments to a special type “I” account opened in the name of foreign depository institutions, such 

as Euroclear, at the Russian National Settlement Depository (under EU sanctions since June 2022). 

No consent from the foreign depository institution is required to open such an account, and the 

presence of a representative of the foreign depository institution is not necessary. 

According to the Decree, the obligation of the Russian Federation “is deemed to be fulfilled”  

of the date when the payment is made in Russian rubles to the type “I” account opened at 

the National Settlement Depository. The amount in rubles will be indexed until the payment 

is actually made to the bondholder’s personal account. However, the indexation procedure 

has not yet been established. For now, it is still unclear whether the foreign bondholders 

would be entitled to convert rubles into US dollars or euros and transfer the resulting 

amount freely out of the Russian Federation. 
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MOEX starts a class action. The Chairman of the Supervisory Board confirmed The Moscow 

Exchange has started a class action lawsuit due to EU sanctions against the National Settlement 

Depository (NSD). The European Union has blocked other people's assets, he said. The NSD came 

under sanctions on 3 June. As a result, foreign securities of Russian residents hung there for RUB6 

tln, the Central Bank estimated. The EU document stated that NSD is the largest securities 

depository in Russia by market value and plays a significant role in the functioning of the Russian 

financial system and its connection with the international financial system. In addition, in March of 

this year, operations with NSD were suspended by the European depository Euroclear, and later by 

Clearstream. However, European depositories have been blocked since the end of February, and 

payments were made, in fact, in manual mode. 

 

Law to allow faster track conversion of DRs. The Duma, adopted draft law No. 116264-8 on June 

29th, 2022, containing rules allowing the conversion of depository receipts into the underlying 

Russian shares without a need to go through non-Russian depositary banks, custodians, brokers, 

and other similar institutions. This is in response to international sanctions that have made it 

impossible to proceed with the conversion as contemplated by the DR programs in many instances.  

Previous law to end DR programs. Russia adopted Federal Law No. 114-FZ of April 16th, 2022 (the 

Delisting Law), which in effect required Russian issuers to terminate the DR programs on their shares 

(the underlying Russian shares), unless exempt by the Russian government commission on control 

over foreign investments. Many Russian issuers decided to have their DR programs terminated, and 

in several instances those Russian issuers that intended to keep their DR programs were not granted 

the requisite exemption. As a result, many DR programs are now being terminated and the DRs need 

to be converted into the underlying Russian shares. 

  

Russian Government 10-Year Bond Yield, % 

Source: MICEX
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But the process has been slow. DR holders have been experiencing several practical difficulties in 

converting the DRs under the procedure set out by the Delisting Law. 

▪ the European clearing systems blocked the accounts of Russia’s National Settlement 

Depository (NSD). Further, in June 2022, the European Union imposed blocking sanctions 

on NSD, making it impossible to do the conversion by those investors whose DRs are held 

through Euroclear, Clearstream, and other EU institutions. This also resulted in DR holders 

with DRs accounted in the Russian custody system to not be able to proceed with the DR 

cancellation. 

▪ some of the Russian issuers were sanctioned by several countries, which made it impossible 

for many brokers, depositary banks, and other institutions to deal with DRs related to such 

Russian issuers’ shares without a license from a sanctions authority, if at all. 

▪ some international brokers and clearing systems suspended the transactions with DRs 

related to the Russian issuers and decided to abstain from the conversion process. 
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Social  

Estonia tightens entry procedures for Russians. The Russian Ministry of Foreign Affairs 

recommended that Russian citizens refrain from traveling to Estonia due to restrictive measures 

introduced in the country, "The Tax and Customs Department of Estonia, under the guise of all-Sov 

sanctions, announced the introduction of a ban on the import of a number of goods from Russia, 

including for individuals, from July 10," the Foreign Ministry explained. It will be clarified that we 

are talking about some categories of food, furniture, and other things. In addition, local authorities 

banned the export to Russia not only of "strategic goods" (drones, thermal imagers), but also shoes, 

bags, electrical equipment, if their value exceeds 750 euros. Cash currency will also be subject to 

the restriction. The St. Petersburg to Tallinn bus route (2.5 hours transit time approx.) is one of the 

main routes Russians (with a foreign passport or Schengen visa) have been using to travel west. Now 

this may be problematic from July 10th if the Estonian authorities strictly enforce the rules.  

Finland eases. Finland has lifted restrictions on visa applications in Russia. Finland cancelled 

restrictions on the issuance of Schengen visas to Russians starting July 1st, 2022. On the eve of the 

Consulate General of Finland in Russia announced that in connection with the removal of 

restrictions on entry into the country the requirement to present a certificate of vaccination against 

Covid-19 or a negative PCR test and mandatory testing at border crossings are cancelled. 

McDonald’s to fully reopen by September. Vkusno i Tochka fast-food chain, the successor to 

McDonald's, plans to open all of its restaurants in Russia by September, company CEO Oleg Paroev 

told reporters. "Unfortunately, we have certain difficulties with packaging and some ingredients, 

which we are now successfully solving, but all this requires some time. Most likely, somewhere in 

September we will see that the doors of all our businesses (around 850 outlets) will already be 

open," he said during the signing ceremony for the opening of a recruitment center. 

Coca-Cola is off the menu but is still on the shelves.   After Coca-Cola announced it was fully closing 

its Russian operations and leaving the country, the company’s products quickly disappeared from 

restaurants in Moscow. But there is no shortage of Coca-Cola products in supermarkets or other 

grocery stores, albeit some packaging sizes are no longer available.  

There are fewer cinema halls in Russia. Against the backdrop of the absence of foreign premieres, 

the number of operating cinemas in Russia has decreased by more than a third. In most cases, 

cinemas close part of the premises on weekdays and open on weekends, but some halls have not 

been used for three months. Industry managers say that, soon, the situation will only worsen, as 

Hollywood blockbusters traditionally made the box office in the summer and are no longer coming.  

According to a report carried in Kommersant, on June 6th, the drop in the number of operating 

cinemas was 36%, to 3,600 halls against 5,700 cinemas on January 5th of this year. According to AVK, 

for the week from May 30th to June 5th, compared to the average weekly figure for 2021, cinema 

revenue fell by 63%, to RUB681.4 mln, attendance fell by 57%, to 1.2 mln people. 

  



Ukraine-Russia Briefing 

 

25 

Ozon starts selling electronics imported as part of parallel imports. Smartphones, computers, and 

other electronics imported as part of parallel imports are already available for ordering on Ozon, 

the trading platform's press service told RIA Novosti. 

AOL access now needs a VPN.  Users in Russia can no longer access the AOL platform without a 

VPN.  Some of the free VPN services have stopped working in Russia. 
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