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PROBLEMSOF INTERACTION BETWEEN THE REAL AND
MONETARY ECONOMY SECTORSIN RUSSIA

The development of the real sector of the econ@rgy priority task of the
state, as it provides population with goods andises. At the same time, the
development oh competitive real sector is very important in thentext of the
international division of labor. Also, the growth imdicators of the real sector
proves the growth of entrepreneurial activity, Wwhis a sign of the competitive
environment.

Undoubtedly, the state must do everything posdimedynamic growth of
goods and services production, dynamic developwigndustries, since it directly
affects the supply and demand of goods, and coesd#guthe life of the
population as a whole. But, unfortunately, resosiraed capacity of the state are
limited. Hence, banks are forced to seek for ressirand support from other
sources.

O,Z[HI/IM M3 TaKUX HCTOYHHUKOB SABJIAIOTCA KOMMCPUCCKHUC 6aHKI/I, KOTOPEIC
NpCaoCTaB/OT IPCANIPUATHUAM PCAJIBHOI'O CCKTOpa pAd YCIYr, HIPU3BAHHBIX
YOPOCTUTh OINEPALMOHHYI0 pPabOTy MNpPEeANpUsITHH, a TakKe YJIOBICTBOPUTH
HEOOXOJMMbIE TMOTPEOHOCTH OpraHu3alii MpU HAJIMYUKM WIH OTCYTCTBUU
CBO6OI[HBIX ACHCIKHBIX CPCACTB.

One of these sources is commercial banks whichiggothe range of
services for the real sector designed to simphiy operation of enterprises, and
meet the needs of organizations whether free fanelsivailable or not.

Sooner or later, any enterprise faces the questfotine current banking
service, additional funding, as well as investinfy feee funds in the bank.
Therefore, the primary task of the banking sectoto meet the above-named
needs. And it should meet these needs both fromtipuand quality sides.

Thus, the interaction between the banking and seelors of the economy

primarily is an important development aspect oéa sector enterprise, and hence



for the region economy as well. At the same tirhes tooperation is important for
the banking sector, for which enterprises of tled @eonomy sector are customers,
and thus potential reserves of profit increasing.

The main feature of the innovative economy is &ffit functioning of the
financial-banking institutions in cooperation witke real sector of the economy in
order to ensure its resources. Therefore, the kel tinder the conditions of
innovative economy development is the organizatbrtonstructive interaction
between the real and banking sectors. This prdt&ss number of preconditions,
namely: the need for restructuring of national @rowy; the need to establish an
effective investment system, the presence in tlim@uoy of a significant volume
of temporarily free financial resources not usedhia investment process. Great
importance has substantiation of interaction betweredit and banking sector and
economic entities corresponding to the specifiafythe market relations and
opening opportunities for commercial banks as fomAnntermediaries in the real
sector of economy, and also aimed at achievin@susgile economic growth. Thus
there is an obvious need to study the questiomstefaction between the real and
banking sectors, as well as studies of the closenifeheir interaction.

Also, some economists refer the wholesale and tetdie to real sector.

Regardless of belonging to a structural branchhefreal economy sector,
they cannot exist apart from the banking sectora Aértain stage of existence of a
company, organization, enterprise or corporatior tfuestion of raising of
additional capital due to lack of own funds, invesnt of free funds, in order to
accumulate resources for further development goalabout settlement and cash
service, which allows to keep accounts with padneran easier way is inevitable.
Here financial institutions represented by the lragkector are indispensable.

The banking sector of the economy is a system latioas caused by the
functioning of the banking services market. Frorbusiness point of view, the
banking sector is represented by the totality aikiseand other credit organizations
that provide banking services and meet the soamstgds of the credit and

depository, clearing and payment services.



The main feature of the innovative economy is effit functioning of the
financial-banking institutions in cooperation witke real sector of the economy to
ensure its resources. Therefore, the key task uthgerconditions of innovative
economy development is organizing of constructeraction between the real
and banking sectors.

The main interaction between the banking and reah@emy sectors is to
provide bank services for enterprises. These anelirlg services, settlement
services and raising of enterprises monetary fundsvhich they subsequently
receive interest, and other related services.

The analysis of interaction between the banking thedreal sectors of the
Russian economy has shown both the growth of nateéee sphere of the real
sector, namely the increase of enterprises priofitsost sectors, also the growth of
the number of companies and in the banking seotmmely the increase of the
credit portfolio, profit, etc.

The analysis of interaction showed the discrepadnetween businesses’
needs and services offered by banks. Thus, wearaiuzle that cooperation of the
banking and the real economy sectors in Novgorgibreis inefficient. So, we
have identified a number of cooperation problemghase sectors. Most of them
are connected with the relations between bankseaterprises as a lender and a
borrower.

One of the major problems is that interest ratedoams still keep high,
being a daunting barrier for some enterprises, tawsing banks to loose some of
potential profit. The problem to this cannot bevedl without state intervention,
which should encourage banks to lend to the reabsef the economy.

The next problem is the policy of the Central Baok the Russian
Federation, which is based on the total growtheafling to the real sector of the
economy without considering its separate brancdegss not see the need to
stimulate the growth of lending, which is at oddighwhe growing needs of the
real sector in the banking financing. Following thelicy of the Central Bank,
commercial banks do not cut interest rates, as fitot economically feasible for

them. Considering also the weak competition inlibaking services market and



strong demand for them, crediting in any case balin demand, and thus, the
banks do not need to install low interest rates. 3&% a possible solution of this
problem in allowing the banking services of foreiganks to enter the home
market, which will dilute actually oligopolistic mket of loan capital, and
therefore, will help set interest rates correspogdo the market rates.

Also, there is a problem of long-term resourcesrtsige and all world
economies are still trying to solve it. A possimay of solving it could be the
introduction of irrevocable deposits, which willaal to increase the volume of
active banks operations without breaking the CéB@ak standards.

An important problem of interaction between thd esal the banking sectors
in the region is that the share of bank loans enftked capital investment is less
than 20%. Considering the depreciation rate ofdfisssets of enterprises in the
region, the need to substitute them is quite Higis.clear that the motive for such
behaviour of banks is a high degree of risk assegiwith the crediting of capital
investments. The expansion of state order whichaesl the risks of the bank may
possibly solve this problem. Also, tax incentives foanks loaning capital
investments can be offered.

Still, there is some distrust in banks and entsgsrirelationships, because
banks fear of their misreporting, which leads te tbhughening the assessment of
borrowers creditability. The transition to IFRS atve this problem.

In Novgorod region the negative results in soméoss®f the real economy
were noted in spite of growing lending to thesdaawsc Perhaps, the reason lies in
inefficient loan spending by the enterprises thdwese and therefore the real
economy sector needs qualified personnel that bal able to evaluate the
enterprises loan need and also possible lossdwea bperations.

Thus, it requires the joint efforts of banks, epteses and regulatory bodies
to solve all these problems and improve interactbrthe banking and the real
sectors of the economy in Novgorod region.

Considering all revealed interactions, we can amhelthat the banking and
the real economy sectors are not interacting dgtlwat are still fledgling. Both the

enterprises, which should clearly understand the@ds for additional funding and



act in accordance with them, and banks, which shautrease the number of
provided services and also improve their qualitye do develop mutual

relationships.



