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G. Cutmore:

Ladies and gentlemen, welcome to this session.

Just a word to my panellists, because we have not had much chance to talk
together before this: | would love to make this as interactive as possible, rather
than a series of speeches. So if you hear a panellist making a comment that you
would like to come in on the back of, please feel free to give me a little indication
by hand. As you can see, | have edged my seat forward here so that | can see
you all down the row. That would be greatly appreciated.

Let us get this conversation off to a start. Welcome, everybody. If you are in the
room, or outside the room, | am very pleased to have you join me, Geoff Cutmore
from CNBC, as we moderate this panel here in St. Petersburg on globalization,
or what has happened in recent years, perhaps the reversal of globalization, a
reduction in global trading activity. | just wanted to take a moment here to
acquaint many of you in the audience who may not be familiar with what is going
on in the global economy with a few of the issues that are concerning me at
CNBC. If you were at my previous panel, | apologize: you will have heard this
speech once already, but let me change the vehicle.

The dash lights on the Volga that you are driving are starting to flash yellow, and
| am worried that they are going to start flashing red at some point soon. And the
indicators that | see that worry me are things like these: we are now seeing
negative yields in government debt. You cannot believe what people are
prepared to pay at the moment on the promise that they will get back at least
some of their capital. We see Swiss ten-year government debt at negative
0.46%. Japan is probably the economy with the greatest government-sector debt
stock in the world relative to its size, and yet everybody wants to lend them
money. Ten-year JGB yields negative 21 basis points.

Gilts are at historic lows, even though the Brits do not seem to be able to stop
themselves from borrowing money and spending. Nothing seems to hold back

the shopping culture in the UK. And we know where US Treasuries and



European yields are. So something very strange is going on in the global
economy. People are prepared to accept a loss on their capital for the hope that
they will get most of it back.

Corporate profits have peaked in the United States. The manufacturing sector
has been in recession for four to five quarters, service sector PMIs are weak, and
the World Bank has reduced its global growth forecast to 2.4%. Maybe | am
overly pessimistic, but wherever | look at the moment, | see signs of distress.
And what worries me in particular, as a European, is that | see a reversal of
cross-border financial flows. | see a reversal of cross-border M&A activity. | see
an unwinding of a trading system that came into being at the end of the Second
World War and was apparently good enough for the last 70 years or so, but is
now beginning to falter.

When we got to the end of the Second World War, the Americans, as the
strongest man standing, created a global trading system that worked in their
interests. But it not only worked in their interests, it worked in most of the other
countries’ interests that they were trying to get back on their feet. This is an
Anglo-Saxon perspective, but | think they recognized that it is no good producing
things if you have no one in the world to sell them to. So they embraced the
economics of Ricardo, the idea of comparative advantage, and they said, “We
make cars, and we will sell them to you. But you produce melons, and we cannot
produce melons at the same price you can. So we will buy your melons, and you
will buy our cars, and we will all benefit from the trading system".

For a long time, that seemed to work quite well. And then, the debt in some
countries began to rise, and particularly in the United States, we saw that the
trading relationship became a little uneven. | know people are very critical about
the United States and what they see as its geostrategic trading policies, such as
the TPP, TTIP, and attempts to try to build strategic relationships through trading

dynamics. But let us not forget that the US is the last man standing at the



moment, if you look at the trade imbalances that are taking place globally. The
US is the buyer of last resort at this point.

So, we are going to have a conversation now with our panellists about whether
the global trading system is moving in the right direction, whether we need to
embrace other changes, and what is the best way of moving forward with
multilateral bodies that can perhaps steer a future for trade on the planet that
works in everyone’s interests. Right now, | do not think | am the only one that
thinks that something is broken, and maybe we could do with fixing it.

That is my very brief introduction. | am sorry if it sounds so pessimistic, but if you
talk to a blue-collar American man or woman today, they will tell you global trade
does not work in their interests. Globalization has not benefitted them. If
anything, if we look at the rise of people like Donald Trump in the United States,
right-wing parties in Europe, and extremists, certainly the UKIP party in the UK
represents a place you can go to if you think you are losing out and the economy
iIs not working in your interests. That is my brief and unfortunately rather
pessimistic analysis. But | do not think it is all like that. | think there are some
brighter spots, and hopefully our panellists are going to help us here.

What | would like to do to kick things off is introduce to you who we have.
Christian Friis Bach is Executive Secretary of the Economic Commission for
Europe at the United Nations. Christian, welcome, good to have you here.
Andrey Kostin you will all be very familiar with: President, Chairman of the
Management Board, Member of the Supervisory Council, Member of the Strategy
and Corporate Governance Committee at VTB Bank. Frédéric Oudéa is the
President of the European Banking Federation. He also happens to be, in his
spare time, the Chief Executive Officer of SocGen. Christopher Pissarides is a
Nobel Memorial Prize Winner in Economic Sciences. He is a Professor of
Economics at the London School of Economics and Political Science. Igor
Shuvalov, First Deputy Prime Minister of the Russian Federation, good to have

you with us, and thank you for giving us some government representation here.



And Murat Sénmez is Chief Business Officer and Member of the Managing
Board at the World Economic Forum, and | will let you into a little secret: he had
a very long career in Silicon Valley, so he is probably both very rich, but also very
articulate on things to do with technology. So we will be looking to you for some
answers on that.

And we have got an empty chair at the end, you will notice: Kundapur Kamath
will join us a little bit later on. But let us, for the moment, imagine that chair is the
empty promise of a better trading system going forward, and let us see if by the
time he arrives, we have managed to create a new model that is going to work
better than the one that seems to be being lost at the moment.

Mr. Shuvalov, can | start with you, please? Because | think our audience would
be very interested to get a Russian perspective right from the start here on this
whole issue of re-globalization or the failure of the old globalization model, and

how you see Russia’s own interests being served.

W. Wysanos.:

[obpbin OeHb, konnern. Ha Haw B3rnag, B Poccum  HET  HUKaKowm
pernobanusauun. HanpoTuB, Mbl OTMEYaeM HOBYH BOSHY rnodanusauum,
kKoTopas npuobpena OOBOMbHO OONE3HEHHbIn xapakTep. JOXWCKkUMA payHn B
pamkax BTO He 3aKOHUMNCHA NpakTUYEeCKUM pesynbTaToM, XOTA BCE CTpaHbl
XoTenu, 4Ytobbl Obln HaMgeH KakoW-TO KOMMPOMWUCC. OTOr0 He Cnyyusrocb, U B
nTore Mbl UMEEM YXe CO3[aHHOe, HO NoKa He paTuduuMpoBaHHOE cornaweHune
no TpaHCTMXOOKeaHCKOMY NapTHEPCTBRY.

Mbl noHumaem HamepeHus CLUA n EC kak MOXHO ObICTpee 3aKOHYUTb
neperoBopbl N0 TpaHCTUXOOKeaHCKOMY NapTHepCTBY. KOHEYHO, B 9TOW CUTyauum
Poccna n Kntam BOT-BOT BBICTYNAT C UMHMUMATUMBOM co3gaHus EBpasnnckoro
BCeOOBbEMIMIOLLLErNO 9KOHOMMUYECKOro napTtHepcTea. OHO ByaeT BkMovaTh B cebs
BCe CTpaHbl EBpasunckoro KOHTMHEHTa, [axe Te, KOTopble BOWN B

TpaHcTuxookeaHckoe napTtHepcTso. Ho, B oTnuyne oT TpaHCTUXOOKEaHCKOro u



TpaHcaTtnaHTnyeckoro naptHepcts, rae nuvaumpytot CLUA, Hawe napTHepcTBO
O6yneT 6asmpoBaTbCs rnaBHbIM 06pa3om Ha Hopmax BTO mn 6yaeT oTKpbITO Ans
npucoeguMHeHusi. TO ecTb Mpouecc KOHBEPreHUmn, CnNusHuS ¢ Opyrumu
napTHepcTBaMu Oyoetr  3apgaH WMEHHO dopmaTom EBpasunnckoro
9KOHOMMYECKOro NapTHepCTBa.

Korga oHo ByaeTt co3gaHo, Mbl He 3HaeM. OTO MOXHO caenaTb OYeHb BbICTPO, No
KpanHen Mepe B TOM, YTO BXOOMT B HaUMOHalNbHble KOMMETEHUUN rocyaapcTs;
YacTb MO TOBapam, 3TO KOMNeTeHums EBpasmMmnckoro 3KOHOMWYECKOro COH3a,
Kyaa Bxogat Poccuda, KasaxctaH, benapych, Kuprusama n ApmeHusi, Mbl CMOXeEM
0POPMUTL YyTb MO3Xe. TeM He MeHee Mbl NPULLSIMN K JOrOBOPEHHOCTU, YTO ATOT
Tpek 6yaeT 6bICTPO pa3smBaTbcd. UTO NnpomnsongeT aanbe?

MpeaoctaBbTe, 4YTO 3TM  TpU nNapTHepcTBa —  TpaHCTMXOOKEeaHCKoe,
TpaHcaTnaHTndyeckoe wn EBpasunckoe — yxe co3gaHbl. Ha HoBom aTane
pasBUTUSA Ham npuaeTcs obcCyxaaTb BCe TO Xe caMoe, O YeM Mbl HE CMOru
A0roBopuTbCA B pamMkax [oxunckoro payHga. 91o 6yaeT HoBas peasnibHOCTb, U
Mbl ©6ygeM MCnonb3oBaTb HOBblE WMHCTPYMEHTbI OMS pelleHns BOMnpocoB, HO

KOH(PJIMKT MHTEPECOB OCTaHeTCcst 6e3 N3MEHEHUN.

G. Cutmore:

We have a situation where neither of the candidates running to be the next
President of the United States actually agrees with the Trans-Pacific Partnership
that has been promulgated by the Obama administration. That creates certain
guestion marks as to whether it is going to be viable going forward, once we get
past the election. If it is not viable, and if it is repudiated by whoever wins, can

the Americans come and join yours?

. lWyBsanos:
A gymato, 4TO 3TO HEBO3MOXHO. AMepuKaHUbl HE CMOryT MpUCOEeANHUTBCHA K

Hawemy dopmaTy: 4YTo 6bl HM roBopunM Npo conepHudecTso Poccum n CLUA, aTtu



CTpaHbl Kak ABa NyylumMx CrOpTCMEHa U3 ogHoON KoMaHabl. 1o BonbLluomy cyeTy,
Mbl NPUHAANEXUM K OOHON BbICOKOM umBunmsauuun. Mbel pabotaem BmecTe, HO
BCE BpPEMSI KOHKYPUPYEM, W 3Ta KOHKYpeHuusi 6yaeT nposiBfsTbCA B CaMbIX
pasHbIX BeLlax.

KoHeuHo, CLUA camun 3axotat u, 6e3ycnoBHO, OyayT nuaupoBaTtb B CO34aHUM
ToproBblx dopmaTtoB. Mbl He npeTeHOyeM Ha nvaepctBo B EBpasminckom
TOProBO-3KOHOMMYECKOM  MapTHEpCTBe, AN  Hac BaXHO, YTOObI  OHO
YHKLUNOHMPOBANO Kak MHCTPYMEHT 3aLUMTbl HalLIMX 3KOHOMUYECKMX areHToB. X
HWUKTO HE [OSMKEH MOHYKaTb UNv 3agaBaTb UM paMKku noBeAdeHus. [nsa Tex, KTo
NPOXMBaeT Ha 3TOM OOSMbLIOM 3KOHOMMYECKOM MPOCTPAHCTBE, OOSMKHblI ObIThb
paBHble MpaBufia Urpbl, a Y4YacTHUKM OPYrMx NapTHepCTB 0643aHbl yBaxaTb
Yy)XXne 3KOHOMUYeCKNe nHTepechkl. Mbl BbICTynaem ¢ pasHbix no3umunn: Poccna He
npeTeHOyeT Ha nNMOepcTBO B 3TOM napTHepcTBe, B To Bpemsa kak CLUA

NpeTeHayT Ha NMAEePCTBO B 0O0OUX.

G. Cutmore:
Like natural competitors, clearly you think you are going to do it better than they
are doing it currently. As you look at the prospects for these trading agreements

with Asia, what makes yours better than the TPP?

W. WyBsanos:

B Hawem napTHepcTBe HM Yy KOro HET NpeTeH3nn Ha NnaepcTBo. Y Hac gaxe He
BO3HMKAET MbICNIM O TOM, 4YTOBbl OrpaHMyYMTb 3TO NAPTHEPCTBO KaKUMU-TO
pamkamu. OHO B6yaeT OTKpbITbIM U abCONTHO cnpaBennMBbIM. OTOr0 OYEHb
CNOXHO A0BUTBLCA, NOTOMY YTO BCE PaBHO MaBHbI 3KOHOMUYECKUI UTPOK — 3TO
Kutan, HO ecnu napTHepcTBo OyaeT odopmrieHo, TO oBpasyeTcsl OrpOMHbIN
PbIHOK C HaceneHnemMm B 3 Munnuapga venosek, Bknovatowmn MNakuctaH, Vpan,
NHauno n, KoHeYyHO, BeCb EBpasnmnckmin akoHoMuyeckun coto3. Mbl Hageemcs Ha

napTHepcTBO ¢ WMHOoHe3nen u gpyrumu ctpaHamu As3maTcKo-TMXOOKeaHCKOro



pernoHa. Mo cytu, aTto OygeT SKOHOMUYECKOoe MNapTHepPCTBO, MCK4awLlee
afieMeHTbl NoNUTUKN. B TO BpemMsa kak napTHepctBa nog armgown CLUA spsg nu
OyayT NpuaepXuBaTbCA UCKIMIOYUTESTbHO SKOHOMMUYeckoro popmata. OHn 6yayT
HaBA3bIBaTb Yepe3 9KOHOMUKY orpeferieHHble nonutuyeckme uenu. N ecnn kro-
TO He ByaeT uUx pa3gendartb, NOCNeayT CaHKUMK. Ham HU B KOeM crnyyae Hemnb3s
aonyctutb nogobHoro. CLUA moryT Hanaratb OrpaHuUyeHusi Ha NapTHEPOB, HO B
HalweM napTHepcTBe 3Toro He 6yaeT Hukorga. o KOHCTUTYLMU, KOTOPYHO Mbl

co3gagum, HanaraTb Ha KOro-To orpaHnYeHust 0yaeT HEBO3MOXHO.

G. Cutmore:

And just to round off, because | just want to be very clear that | understand
exactly what you are saying with regard to Washington’s policies here, is it your
view that Washington has solely used trade in recent years as a way of
improving its own geopolitical and geostrategic position within the world? That it

Is a tool through which the Americans come to dominate regions with soft power?

WU. llyBsanos:

AmMepuKaHckas nonutuyeckas cuctema paboTaeT Ha OnarocoCTosiHne CBOMUX
rpaxgaH, 4Tobbl amepukaHubl Xunu nydwe. Ecnm  ana  3Toro  HyXXHO
AOMUHUPOBATbL B reonosiuTuke, oHn byayTt ato genatb. [loka um aTo yaaetcsa, u
OHM BCe YCTpounu Tak, 4ToObl nNpoaBuraTb CBOM 3KOHOMMWYECKUE WHTEPECHI,
nnamposaTtb B reononimtuke. Mbl cUMTaem, 4YTO 3TO HenpaBuIibHbIA noaxoq. Y
nnoepcTBa Bcerga ectb 060poTHas CTOpoHa, U NoguM MOryT NoTepPsTb TaMm, rae
paHblle npuobpeTtanun. Mbl He npegnaraem M HUKOMY HE HaBA3bIBAEM CBOW
Noaxo4 — Mbl BbICTYNaeM 3a PpaBeHCTBO B MeXAyHapOAHbIX OTHOLIEHMUsSIX. XOTS
3TO HEe 3Ha4uT, YTO HaM He HY)XXHa TOProBfnA — Mbl TOYHO TakK € XOTUM, YTObbI

Hallu rpaxgaHe XUin AOCTOMHO.



G. Cutmore:

Christian, | wanted to bring you in for a perspective on Europe’s relationship in
the new trading rounds, because we know that Doha has been a disaster, quite
frankly. We have had a breakdown of the consensus over what trade should
achieve for countries and for blocs. There are plenty of countries that are
resistant to the European version of the Trans-Pacific trade deal. Do you think it

will ever get off the ground, and if not, why not?

C. Friis Bach:

Thank you. First, before | answer, | have a small complaint to the organizers,
because | am from the UN, and in Geneva, we have signed something we called
the Gender Championship Pledge. | have actually promised to never, ever be on
a panel with only men. So, | hope Mr. Cutmore, you will give the floor to some of
the strong women in the audience. | can see Tatiana Valovaya here from the
Eurasian Economic Commission. So | hope, to make me feel comfortable, you
will include some women as well.

But on the issue, TTIP is under severe critique, and obviously it faces a lot of
challenges. | believe in regionalism, but | only believe in regionalism and regional
trade agreements if they become a building block to a global and stronger trade
agreement. That is what happened in the early 1990s. If you think back, the
establishment of the WTO the Uruguay Round, was in a big crisis. Then you had
NAFTA, Mercosur, and the European Common Market. Then suddenly, all the
countries said, “This is not going to work for us, regionalism is going to turn into
stumbling blocks, we need them to become building blocks,” and then you got
the Uruguay Round and the WTO.

| do not quite agree with you that the WTO is a failure, which you tend to indicate.
| think it is a tremendous success. If we had not had the WTO, with its really
strong binding rules and dispute settlement system, we would have seen a huge

wave of protectionism following the economic crisis, but we have not seen that.



The WTO is a bulwark, and countries cannot move backwards, or they will be
challenged and they will be punished. That is how the system is. It is a
fascinating, strong system, and it actually works. You can say we have not
moved forwards, but we have not moved backwards, either, and | think that is
encouraging.

| fully agree with your slightly pessimistic analysis. We have to be really aware
that we do not see severe backlashes, and we can fear they will come, because
nationalism is there. In Europe, we see sanctions, we see countries breaking
down bridges, we see them breaking ties, and we need the opposite. We need
new ties and new bridges, and we need to be able to integrate, as you also
indicate.

There is a huge challenge to build this new globalism, and the sense is that we
can only move forward if we work together internationally. That is what the UN is
all about. And you can become pessimistic. | work in the Palais des Nations in
Geneva, a building created between the First and Second World Wars. It was
actually established for the League of Nations, which was the predecessor of the
United Nations. What happened back then in the 1930s? Well, economic crisis
came, migration flows started, and countries started to pull away from
international cooperation. It all broke down, and we got the Second World War.
So every single day, | am reminded of the history and what it told us in terms of
international cooperation. Right now, we see economic crisis, migration flows,
nationalism, and protectionism. Luckily, we do still see countries coming together
in the UN. Last year, we got the climate deal in Paris, and we got sustainable
development goals in New York. Countries came together, saying they want to
cooperate and stand together. But it has to be pushed beyond that. And there, |
hope that whatever regional agreements are made, whether in the Eurasian
Economic Union, the European Union, TTIP, or the Asian Partnership, they have
to be building blocks, and every regionalism should have a long-term goal of

becoming a building block towards global trade agreements.



G. Cutmore:

| would contend, and | would be interested in your response, that multilateral
institutions have been weakened since the global financial crisis, and
governments and blocs have pursued a go-it-alone strategy. If we look at the
effectiveness of the G20 currency agreements or the effectiveness of the WTO to
police the international trading landscape, it is faltering. The Americans have
placed 400% unilateral tariffs on Chinese steel, where the UK has refused to do
that, and Europe has taken a slightly more nuanced view. It strikes me that, as
much as | hate to say it, those multilateral organizations that were carved out of

the embers of the Second World War are starting to look weak.

C. Friis Bach:

You are right. The WTO Doha Round has been blocked, as you rightly said. But
do not underestimate the machinery here. The WTO is extremely strong
machinery, and if those steel tariffs are against the WTO rules, the US will be
taken to the dispute settlement system, they will be punished, and they will have
to pay a fine. That is how strong the system is.

Remember what happened in the 1970s and 1980s, we had regular trade wars
with rounds of punishments and higher and higher tariffs in waves of trade wars.
We do not see that. We see those selected instances where you still try to
protect markets, and there are loopholes in the system. The countervailing duties
and the dumping system are not perfect. But still we have a very strong
international trading system.

But it has to move forward, and it also has to keep pace with companies.
Because what we see now is the Fourth Industrial Revolution. | hope we will hear
more from the World Economic Forum; | am very inspired by their work on the
Fourth Industrial Revolution. We are seeing now the Internet of Things. We see

how information technology and products and services are merging and moving



together, but if this is going to take us where we want it to take us, we need
significantly more international regulation.

We deal with the entire transport sector; we do all the vehicle standards and the
transport conventions. We are now seeing automated driving and intelligent cars
moving extremely fast, but they will only work if countries come together and
shape standards and regulations to facilitate this worldwide. Because if you have
a self-driving car, and if the systems are different from country to country,
whenever you cross a border, you will crash. So you have to get regulation right.
And we are not seeing it. | agree with you, we are not seeing countries taking this
seriously. Regulation and international trade agreements are moving way too
slowly. They cannot keep up with the speed of the technological revolution. We
really need to call upon member states.

It also worries me that right here, we see this enormous need for more
international regulation and cooperation and integration, and then we see the
opposite. We see governments pulling away; we see protectionist politicians and
nationalistic responses in politics throughout the world. | hope companies and
civil society will give the politicians a wake-up call and say that they have to
move the opposite way; they have to move internationally and globally. You
cannot shape national responses to crisis: the climate crisis, the migration crisis,

and the need for regulation will never be mobilized if we do not turn this tide.

G. Cutmore:

You are a relatively small sample, but you are my conscience here in the room.
So let me put a vote to you. Raise your hand if you think that we are going to see
an increase in trade protectionism and trade wars from here. OK, thank you. Now
please raise your hands if you think we are going to see less. Maybe one hand.
Well, that tells us an awful lot about how people currently feel about the direction

that we are travelling in.



Let me move on the conversation, because we have talked a lot about the
politics. Now let us talk about how businesses have to deal with this new
dynamic where the rules could be changing. Professor Pissarides, | wonder if |
could bring you in at this point. Clearly, as far as the audience is concerned,
there is a threat of a new protectionism coming. How do established businesses
negotiate that? What do they need to bear in mind as they think about bringing

product to market or dealing with the outlook that is shifting?

C. Pissarides:

Let me first say that | do not agree with the majority here. There would have been
a second vote if | had to vote, because protectionism will be bad for everyone,
and | do not think countries are going to do it when it actually comes to putting
pen on paper.

| agree entirely with what Mr. Bach said just before, that further trade
liberalization would benefit everyone. The question is how you bring that about.
Given the geopolitical realities that we have now, the way that you bring it about
is through regional agreements. Once they become established, then you
negotiate between them and move on to the global economy. That is the ideal
world. That is one of the reasons that | am so against Britain’s exit from the
European Union: that would be a movement in reverse, whereas what we need is
a strong Europe that will be able to negotiate both East and West in the
agreements we are making now.

You said you wanted it to be interactive, and | am going to be interactive. To
come back to your pessimistic outlook, | am afraid | do not agree with that either.
What we are seeing now is not a weakening of international institutions. What we
are seeing is that the international institutions that we constructed after the First
World War, and especially after the financial market liberalization of the 1980s,
had weaknesses and defects which many people and possibly countries have

exploited. It came to a head in the great recession that started before the



Lehmann collapse and then spread like a disease with the Lehmann collapse,
and what is important here is that we did not get into the extreme politics of the
1930s. Given my Greek origins, | have to say in parenthesis that we have been
seeing more extreme politics in the countries that have been squeezed most, like
Greece. This is what bad economics does to you.

But through the World Trade Organization, the G20, various other high level
meetings, and the role of China, what we are seeing is a global economy coming
out of the recession and thinking very seriously about further integration and how
to correct the fault lines that we had before. Obviously the solutions are not
perfect yet and have not been reached, but we are moving in that direction.

Now, how should businesses react to that? Given the views | just expressed, |
think it would be a bad mistake for business now to plan on the basis of further
trade restrictions and barriers and turn to their domestic economy. | do not think
this is the way to do it. | think what both financial and non-financial businesses
should be doing is to emphasize the benefits of openness and persuade their
governments that this is the way to act for their benefit. Big business, of course,
can be extremely influential in national politics. What they should plan for is new
regional agreements like the Trans-Pacific, Trans-Atlantic, Eurasian, and the
other Chinese initiatives like One Belt, One Road, which is meant to encourage
Chinese investments throughout Asia, and gear themselves to that.

One thing that you said which | agree with is that it is very rare, if at all, that we
see blue-collar workers in rich countries like the United States benefitting from
complete trade openness. This is in the nature of things. Ricardo pointed it out
200 years ago. You mentioned before that that is the way we are going. It is one
of the very first and very correct economic theories that we have: the law of
comparative advantage. If politicians know how to handle it correctly, it can
benefit everyone. But there is a temporary loss of blue-collar jobs, and we need

to face that reality and deal with that in the best possible way.



G. Cutmore:

Let me interrupt you there, because once you brought the politicians back into it,
| need to come back to you. One of the problems has not necessarily only been
the perception that there is a loss of comparative advantage; it has been that
there have been trade wars carried out through other means, and | am talking
about currency devaluations and efforts by governments specifically to gain
competitive advantage through the use of currency manipulation. That is with us,
Is it not? That is a reality. That is what Taro Aso was talking about today, and the
Japanese Prime Minister says, if the yen keeps going up, we are going to do
something about that. That was a message to everybody out there that the

Japanese are serious about using the yen as a trade instrument.

C. Pissarides:

When you bring in currency and currency wars, you are trying to undermine
every economist on the planet, because | do not think that we can claim that we
can understand how currency markets work.

You have to bear in mind that human beings are basically selfish. They will act in
their own best interests before they act for anything else. And people,
businesses, and countries as a whole will act in their own interests. They
perceive that because we do not know how to control currencies through
agreements and unions, you get into currency wars. It has been tried in the
Eurozone, and | have to confess, it has not been working well so far at least. | am
not really that optimistic that we are going to fix it very soon. Personally, | do not
think it is that important beyond the very short run, if you give yourself a
temporary currency benefit through intervention by the central bank. Currencies
are ultimately driven by fundamentals, so unless you fix the fundamentals of your
economy, you are not going to do well, whatever you do to your currencies. It is
like small ripples, because that is the only thing we have not been able to control.

They try to use them, but it is not going to get them anywhere.



G. Cutmore:

In my country, we have an expression, “Let’'s shoot that fox”. That is going to be
a good one to test the translators, because we will see how many of them know
what it means. | will give them a break here. “Shoot that fox”: let us nail what is in
fact a lie. You can help me here, because you are the economist on our panel.
We have two bankers here. When | ask bankers today why cross-border capital
flows are decreasing, they tell me it is a lack of demand. When | ask them why
we see fewer businesses investing and borrowing to invest for export, they tell
me it is a lack of demand. As an economist, when you look at the system at the
moment, is it a lack of demand that is rolling back free trade, or is it a problem
with the pipeline of getting the funding to the people who need it for trade
finance, capital investment, and those activities that grow cross-border trade

flows?

C. Pissarides:

As you know, every economist is 200 economists. | am going to start with the big
hand, and the big hand is the latter. | think what has happened in the financial
crisis is that banks realized that they do not know enough about what is going on
in foreign countries when they invest. They do not know how governments are
going to react to their investments there, what is private debt, and what is
sovereign debt. They are withdrawing and coming back into their own countries,
because they know more about their own countries.

In the Eurozone, we have never had more home buyers in investment and in
bank lending than we have now. This is absurd, if you think that it has been
moving towards integration for so many years, and we have had the Euro for 15
or 16 years. The main reason that is driving it is fear of what is going to happen
to you if you buy another government’s bonds, or if you buy into business
abroad. And part of the reason is that the old business model of banking that we

knew before the crisis has been destroyed completely. It has been destroyed



because supervision was not right across borders, and the relation between the
yields of short-term and long-term interest rates has been destroyed by the zero
or lower bound, the QE that so many important central banks have pursued. Now
banks are basically confused, in the sense of being faced with a lot of uncertainty
and not knowing how to deal with that. When you are in that situation, you go for
what you know best, which is your own domestic investment, and that is what is
driving it.

Obviously, we have not come out of recession now or are growing very fast.
China is slowing down, and Europe is slow. The United States is doing well, but
people keep saying maybe it is more fragile than it looks. But | do not think that is
the important driving force that is behind the home buyers that we are seeing
now. | think the driving force is the uncertainty that bankers, and therefore

businesses, are facing about what is going on abroad.

G. Cutmore:

Thank you very much indeed for the analysis. Of course, | want to give our
bankers the opportunity to respond and give us their perspective. Mr. Oudéa, if |
could perhaps start with you. Is there something in the premise that you just do
not understand how to do business in other countries, so it is better to come

home?

F. Oudéa:

No, I am not 100% in agreement. | can perhaps elaborate a little bit on that and
first of all, remind you that Société Générale is in essence an international bank,
historically and in its DNA, with the ambition and strategy to contribute to
financing international trade and helping with the allocation of international
savings to finance credit. For example, as you know, we have a big operation
here in Russia, which we have stayed absolutely committed to in the crisis. One

of the ambitions behind our strong position here is not only to finance the



Russian economy alongside colleagues and friends like Andrey, but also to
contribute to helping Russian companies to develop abroad and help foreign
companies to invest in Russia. So, the starting point is to say we are not a
domestic bank; we want to be international and contribute to that.

When | think about this world as you have described it — very complex, very
uncertain, very volatile, but with a challenge which is growth, particularly in
Europe — | cannot help thinking that being able to finance international trade and
infrastructure in developing countries, so that their own economies can grow and
we can benefit from that, is one of the solutions to having more growth.

So | stick to a strategy, and we have not retrenched fundamentally into our home
market. But now, this uncertain world makes our life very complex. The kinds of
risk we take, when we think about strategic risk, are not just for the next two
months. They are for the long term. In order to establish expertise, good
franchises, and businesses, we have to think ahead five or ten years and try to
imagine the world in which we will be. You have started to design a world with
the regional clusters and the idea of global coordination. May | say the problem,
from my perspective, is that the design is not yet that precise, and | have a
feeling now, as a CEO, that international coordination between countries has
weakened compared with the heart of the crisis. So it is very difficult to make big
bets, big investments.

This capacity to make big bets is reinforced by changes in regulation. All banks,
at least in Europe, are under pressure to further invest capital. And in that
process, we refocus, not because we do not think we are confident with one
country, but because we have to focus on where we have the scale. We cannot
afford today to misallocate capital because of the constraints we have on the
regulatory side.

There are other things unrelated to that geopolitical issue you mentioned, the
negative yields, which are also putting on pressure. It is also fair to say that we

are in a world where the impact of monetary policies is particularly significant,



which in itself creates uncertainty and difficulty in thinking about exit strategies,
and the rates in five years’ time. So for banks which have to take long-term risk, it
is a complex world.

Can | just add a few things which go beyond this uncertainty? If | think about
international trade, it is also fair to say that regulation is putting pressure on
banks to finance. | am saying this as a bank which is pursuing this business. |
also see my friend Jurgen Fitschen from Deutsche Bank in the room; we discuss
this. For example, the idea of asking banks to be able to check you customers’
customers, things like this, is so complex operationally that the capacity to take
that risk is probably not worth the kind of revenues we can take. This kind of
regulation, plus the issue of managing international rules on embargoes, makes
our lives more complex than in the past.

When 1 think about regulation and international frameworks, you know there is
currently a big debate around Basel. As European banks, we challenged the
initial proposals which were made in one category of assets, for example, which
is called specialized financing. Specialized financing is infrastructure finance and
asset finance. It is plain financing: ship financing, everything which is | would say
related to transport, international trade, and international growth. There is the
idea to significantly increase the capital requirements of such financing for
reasons which, in our view, are not legitimate. The consequences will be that you
will have less capital allocated to that, and that the capital that will be allocated
will be more expensive.

What | am saying is that beyond this fragile, uncertain political environment,
which is complex to forecast, we are adding additional burdens which effectively
can be impediments. | am saying this less than a week before the Brexit
referendum, which could create further fragmentation in Europe. And | think we
need to be particularly careful in the calibration of these rules, as we are in a

transitional world with a lack of visibility and certainty.



G. Cutmore:

| just want to be very clear on what you are saying here: the regulators are now
overstepping the mark. They are creating a regulatory framework within which
the banks are being punished and ultimately no longer allowed to do the job they

should be doing at the price they should be doing it at.

F. Oudéa:

What we are saying is, regarding European banks, there was a need for reform
and reviewing certain regulations. There is no doubt about this. The capital in the
banking system in Europe has more than doubled. We tend to think that with that
kind of reinforcement of capital, and with the liquidity requirements which are and
will still be implemented, there is a risk of over-calibration with the current
proposals.

What is at stake is the capacity of international banks to effectively allocate
savings and finance. | am not sure that there is such an issue of demand. Yes, to
a certain extent, the lack of visibility in the world does not help to create
confidence and stimulate investment. But | have spent more than a day talking
about infrastructure financing. The question is what kind of capital we will have to
allocate to finance this, what that means for potential investors to finance it, and
what kind of price will also meet the requirements of the sponsors. At the end of
the day, these technical questions also rely on the regulations which will be

applicable going forward.

G. Cutmore:

Mr. Kostin, can | bring you in as our other banker on the set here? And can | ask
you that question around the new agreements, the re-globalization that we are
seeing through regional blocs, and the comments that Mr. Oudéa has made
about the regulatory framework moving on to perhaps limit banks taking risks

with shareholders’ capital? How do you think all of this now affects investment



flow, global capital movement, and the ability of those flows to finance trading

activity, which | think everybody in the room agrees is a universal good?

A. KocTuH:

Cnacnbo. Ha npaBax opraHudatopa A xoTen 6bl nobnarogapuTb BCEX, KTO
NPUHUMAET CerofHsa yvyactve B Hallenl naHesnun: 3TO OYeHb M3BECTHbIE N OYeHb
npodeccrmoHanbHble nogu. Mory Bam oTKpbITb HEGOSNbLLIOW CEKpeT: TEMY Hallen
ceccun npeasiokun s, NOTOMy YTO OHa MeHs oMeHb BOSHyeT. [ocneagHune 20 net
s1 aKTUBHO nocewan [laBoccknn oopym n popymbel MexgyHapogHOro BasnoTHOrO
doHOa u Bcerga Obln HaAcTpPoOeH Ha TO, YTO B MUpe UOET YyHuBepcarnbHas
rmobanusauma n korga-Hmbyab Mbl NPUOAEM K €AWHOMY MNpPaBUTENbCTBY U YXK
TOYHO K KAKOMY-TO €QUHOMY pPerynupoBaHuio 1 nHTerpauuun. EBpona ctaHoBUTCS
Bce 0Oonee WHTErpMpoBaHHOW, MOSBAATCA BCE HOBble WHTErpaumoHHbIe
CTPYKTYpbl. A gaBHO npuHMMao ydactme B pabote ATIC, HO Ha HbIHELIHEM
aTane rpouCXoguUT OYEeHb BaXKHblA MPOLECC, KOTOPbIN O3Ha4yaeT, 4To
rmobanusauma M3 YyHMBEPCaANbHOrO MexaHusMa nepexoauT B COBEPLUEHHO
Apyron paspsia.

Bnpoyem, ecnn nocMoTpeTb Ha BCe Hawu Npobrembl C TOYKU 3pEeHUs Teopumn
bonbworo B3pbiBa, OHM ByayT BbIMSAETb UMHaye. A TyT npoynTan B OAHOM
Hay4yHOM KHUXKe, 4TO, OKasblBaeTcs, 4epe3 15 munnuapgoB net Hawa
BceneHHas MoxeT nepectaTtb pacwmpaTbecs, a euwe 4depe3d 15 munnuapgos

npeBpaTUTCA B MMUKpouacTuuy pasmepom 172

caHTumeTpa. 1 a9 nogyman: a
3a4eM Mbl Torga cTonbko pabotaem, ecnu Bcero yepe3 30 munnunapgoB net
npeBpaTUMcs B MuKpodactuuy? Ho ecTb gpyras rpynna y4veHblX, KOTopble
roBopsAT, 4to M 4depe3d 15, n yepes 40 munnuapgoB net BcenenHHas OGypgert
pacwupsatbcd. MHe aTa Touyka 3peHus Gnvke, NOTOMY YTO OHa AaeT Bepy B
Byayuiee.

B Bonpoce rnobanusaumm s 6bl nogaepxan rocnoguHa LlyBanosa. MHe

KaXkeTcd, 4TO 9TO HeraTUBHbIN npouecc, Korga rnobanbHas, YHUBEpCcalibHas



Tema yxoauT Ha BTOpown nnaH. MmeHHo noatomy BTO cerogHsa He pa3sBuBaeTcs.
OOHOBPEMEHHO MNOSABAATCA HOBble MWHTErpauuMoHHble ObbeanHeHua —
TpaHcTuxookeaHckoe M TpaHcaTnaHTU4ecKkoe napTHepCTBa, KOTopble, Ha MOW
B3rns4, npeacraBnsaAoT cobon nonbITKM OQHOro, CaMoro BANATENBHOIO CEroaHs
rocygapcrtsa noslydnTb €CIiv He KOHTPOSb, TO MO KpavHen mepe NUAMPYHOLLYIO
posib B 3TUX npoueccax. Kak ckasan rocnognH Obama — MOXET, OH CrlydanHo
OroBOPUSICH, a MOXET, HA0BOPOT, YMbILWNEHHO, — UMMeHHO CLUA fomKHbI NncaTb
HOBble MpaBuna MUPoOBOW Toproenn. Ecnu gobGaBuTb K 3TOMY aKTUBHYHO
CaHKLUWOHHYIO MOSIUTUKY, TO OHa TOXe MoApblBaeT OCHOBbI YHMBEpPCalrbHOW
PMHaAHCOBOW CUCTEMbI, apXuUTEeKTypa KOTOPOM BbICTpauBanacb nocnegHve
AecaTuneTus, HaunMHaa ¢ nepuoaa nocne BTopon MMpPOBOM BOWHbI.

lMocne Toro kak Mbl 6GbINNM HakasaHbl NOCPEACTBOM CaHKLMWA, Mbl CTanu gymaTb
00 anbTepHaTMBHbIX cnocobax peleHns Tex Unn MHbIX PUHAHCOBLIX NPOGeMm.
Mol dpakTndeckn cosganu ceoto cuctemy SWIFT, cBOKO KpeanTHYHO KapTy, CBOKO
pacyeTHyto cuctemy «Mup», Mbl aKTMBHO NpPOABUraeM pacyeTbl B OpYyrux
HauMoHarnbHbIX BanwTax, 4TobObl yNTM OT gonnapa. M Bce aTO MOTOMY, YTO
cyllecTBylOllaa  «yHMBepcanbHaa  cucTtema»  noAaBepXeHa  OrpoOMHbIM
reonosIMTM4ECKUM pUCKaM U MOXEeT rnepecTtaTb QPYHKUMOHMPOBATbL MO BOne
OAHOro rocygapcTBa.

Hawwn dpaHuysckue konnerm — K cvacTbio, He Société Générale, HO gpyron
oyeHb xopowwunn 6aHk, BNP Paribas, — 3annatunm noytn 9 munnuapaos €Bpo 3a
TO, YTO NPOBOAUNM KaKkMe-TO onepauuu, kotopble, No MHeHuto CLUA, Obinn
HecnpaseanvMebiMy B oTHoweHun Kybbl 1 Mpana, n k Poccun, kctatn, He umenmu
HMKAKOro OTHOLIEHUS. 3TO MNyTb, KOTOPbIA CEpPbe3HO NoApbiBaeT OCHOBbI
rnodanbHOM (UHAHCOBOM CUCTEMbI, W, K COXaneHulo, Mbl YXe He MOXeM
paccMmatpuBaTb Hawe 6yayuiee Kak HeKyl YyHuBepcarnbHyt (OUHAHCOBYHO
rnobanbHyo cuctemy. oTOMy 4YTO Mbl YK€ HanyraHbl, Mbl HE OOBEPSAEM TOW
cucteme, Kotopas crnoxunacb, W Mbl  6yaem CcTpemMuTbCa  co3daBaTtb

arnbTepHaTnBHblE CUCTEMDbI.



B pamkax OBGbeKTMBHbIX NPOLIECCOB MOSABMASKOTCA HOBblE CTPYKTYpbl, KOTOPblE
OyayT KOHKypupoBaTb C MupoBbiM GaHKOM M C APYIMMU YK€ CNOXMBLUMMUCSA
MUPOBbIMU (PUHAHCOBBIMU UHCTUTYTamu: baHk passutna BPUKC, Asmatckun
NHBECTMLUMNOHHLIN 6aHK. Mbl Bugum, 4to rnobanbHas cuctema pacnagaetcs. Mol
NOCTENEHHO NEPEXOOUM K CrieaytoLemMy YPOBHIO UHTErpaunu.

BepHemcs kK Bonpocy oTHOCUTENBHO (PMHAHCOBLIX MOTOKOB — KakK roBOPUTCS B
Poccun, kto 0 4yem, a BwWKUBbIN — O BGaHe. A nMmel B BMAY CaHKUUK, KOTOpble
HanNpsMylo 3aTparnsaroT Mon 6aHK U MO MexayHapoaHyl aeaTternibHoCcTb B 20
cTpaHax W, 6e3ycrnoBHO, 3aTpygHsalT ee. Mbl yXe npuBbIKIN K HUM W
crnpaBnsieMcsl C HUMKU, HO BCe paBHO ATO abCOSIOTHO HEHOPMarbHasa CUTyauus.
OHa co3pgaeT onpefeneHHble npobriembl MOMUMO Kpu3uca, O YEM TFOBOPWUIT
®penepuk. Kpnsnc toxe cosgan onpeneneHHyo 03aboyeHHOCTb, B TOM 4ucne
oTcyTCTBMEM rnobanbHOro perynuposaHud, U MNO3TOMYy Bce 6aHku cTanm
domestic-oriented. Ho B Hawem cny4yae 9TO NPOMCXOOUT e€ewe u nog

BO34ENCTBNEM reonoSIMTUKN U reononutmnieckmnx gakropos. Cnacmbo.

G. Cutmore:

Let me pick up on that, because there was a lot of richness in your response. |
primarily want to come back to your remark about the sanctions here. We have
seen a number of domestic initiatives led by President Putin over the last two
years, including import substitution, the drive for self-sufficiency in food by 2020,
and the development of a whole host of new venture capital funds to try to kick-
start or stimulate different parts of the Russian economy, and all of these things
are beginning to bear fruit. There is a pivot to refresh old trading relationships in
the East and the Middle East, in a way to nullify the impact of sanctions. These
things have happened over the last two years. Can | ask you, if the sanctions
were to be revoked at the end of June, and were to wash out of the system,
would Russia go back to the old trading approach and the old relationships, or

has something structurally shifted for good?



A. KocTuH:

MHe kaxeTcsi, Poccmnst abcontoTHO agekBaTHO OLIEHMBAET HbIHELHWUIA MUP, Tak
Kak Mbl 4acTb rnobanbHOM CUCTEMbl U HE MOXEM pa3BuBaTbCs 6e3 TeCHOro
9KOHOMUYECKOro coTpyaHuvecTBa. YUTobbl 3TO MOHATb, AOCTATOYHO MOCETUTL
noboe nepeaoBoe pPOCCUMUACKOE nNpeanpusatTMe W yBUOETb, YTO OCHOBHOE
MalunHHOe obopyaoBaHue, ckaxeMm, OypoBble YCTaHOBKM, MMMOPTUPYETCS u3
lepmanun, Utanuum, Anrmmm n CLUA. Poccuna Hukorga He xoTena BbIKMAYUTb
cebs n3 mexayHapogHOro ToproBo-aKOHOMUYECKOro npoLecca. besycnosHo, Mbl
HacTpoeHbl Ha TeCHOe COTPYAHMYEeCTBO W B3aMMOOEWUCTBME C  APYrMMun
cTpaHamn. VIMeHHO [nd 3Toro Mbl co3BanuM (OpyMm, 4YTOObI MPOAOITKUTL
obcyXaeHna ¢ HawumMmmn naptTHepamu. pyM 3TOM B OTHOLLEHMM HAC NPUMEHSIHOTCA
Mepbl, KOTOPble BbIHYXOalT HAac MMeTb 3anacHOW BapuaHT OENCTBUN Ha cry4van
TOProBoM BOWHbI UM caHKuun. OOWH aHIIMACKUIWA XKYPHANUCT MHe cKasan:
«Kakne caHkumn? 1O e 3KOHOMMYeckas BonHa npoTmB Poccum». A Tenepb Tak
N TOBOPHO, K&K OHN MEHS Hay4unu.

Mbl, KOHEYHO, cuyMTaem, YTO ITO HeHopmasnbHas cuTyauusa. Hapgetocb, 4TO,
HauyMHaa co cnegywowero roga, nocre BbibopoB B CoeanHeHHbIx LTaTax,
eBponenubl NepecMoTpAT CBOK MO3ULMIO, U CUTyauna U3MEHUTCH, U HaLUM
OTHOWEHMAM He ©OyayT MewaTtb reonosiMTnyeckne akTopbl M CaHKUMMW.

Cnacubo.

G. Cutmore:
And which of the two candidates to become the new American President do you

think would do the best job of removing those sanctions?

A. KocTuH:
Haw [Mpe3anaeHT roBopuT: KOro amMepukaHCKMi Hapoa BblbepeT, ¢ TeM Mbl U
Oyoem pabotaTtb. MHe KaxeTcs, 39TO NpaBWUilbHbIN noaxod. Y MeHst HeT

amMepuKaHCKOro nacrnopTa, 8 He MOry ronocoBaTb, MO3TOMY MHe TPYAHO 3aHATb



onpegeneHHyo nosuvuumto. [lymato, mon konnera [xedpd obnagaet Gonbluen

MNONHOTOM MHpOPMaLMMN.

G. Cutmore:

| do not have an American passport either, so | am not eligible to vote in that one.
Minister Shuvalov, can | bring you in on that? | think the question that a lot of
people in the West are asking is, have we lost Russia? If the sanctions are
removed, do Russians get Parmesan cheese back on their pasta, made in Italy?
How will things change? Do we go back to how it was, or has something

permanently moved?

W. Wysanos:

A HanomHIo, YTO caHkuum 6o BBeAeHbl B 2014 roay, n ¢ Tex Nop CaHKUMOHHas
NONUTMKa TONbKO Yy)XecTodanacb. [JomkeH BaMm ckasaTb, 4To rocnoguvH KocTuH
pabotaeT B genosom coete ATOC, U Mbl BMeCTe C HUM NPOBOAMNU CaMMUT
AT3C Bo Brnagusoctoke B 2012 rogy. Cammuty npeglwecTtsoBana 6onbLias
aKkcnepTHaa paboTta, HaMm nomoranu aKcnepTbl MexayHapoaHbix 6aHkos, BTO.
Mbl pabotanu co Bcemn, KTo Obin 3amHTepecoBaH. OcHoBHad npobrnema BO
BHeluHeToproBoM 6anaHce Poccun, Ha KOTOpPYK YyKasblBanu 9SKCNEepTbl: Mbl
CNULLKOM MHOro Topryem ¢ 3anagom, To ecTb Ha 3anag. EBponenckmin cotos 6bin
HaLWM KPYMNHENLWUM TOProBbIM MapTHEPOM M MO-MpeXHeMy UM ocTtaetcs. [Npwu
3TOM Mbl COBEpLLUEHHO 3abbini O pbiHKax Ha BocTtoke. Bca akcnepTHas pabota
Oblna HanpaBneHa B MepBYyl o4vepenb Ha TO, YTOObI M3Yy4YUTb BO3MOXHOCTU
BOCTOYHOro pervoHa. OceHbto 2012 roga [Mpe3anaeHT obbsABWUM, YTO Hawa
cTpaTtermss — He CBOpayuBaTb TOProBnw € 3anagomM, He MeHATb 3anagHoe
HanpaBfieHne, a Tak NepecTpouTb CBOW TOProBbi HanaHc, YTobbl C TeYeHNEM
BpeMeHN Mbl Toprosanu c 3anajoM Tak >Xe aKTMBHO, kak ¢ Boctokom. [log
BocTtokom umeeTcs B Buagy B ToM umcne 3anagHoe nobepexbe CLUA. Torpa

3KoHoMuka Poccumn byaet, 6e3ycnoBHO, YyBCTBOBaTbL CEOSA 3HAUMTENBHO NyuLLE.



Uto Ham nomornu cgenatb caHkumn? oHMMaeTe, K MOMEHTY, Korga CaHKuuu
ObINIM BBEAEHbI, TOProBbl€ OTHOLLEHUS YXXe Oblfi XOPOLUO OTMaXEeHHbIMM, Y BCEX
Obln CcBOM nMapTHEPbI, PO3HW4YHbIE TOProBble CETU WUMENM MNOCTaBLUMKOB,
rmaBHbIM obpa3om n3 EBponenckoro coto3a. OTe4eCcTBEHHbLIM NMPOU3BOAUTENAM
ObISTI0 OYEHb CIIOXHO MOMacTb Ha TOProsyto Nosiky. CaHKumMmM BCE M3MeHunu. Mol
3HauuTenbHO ObicTpee Hayuunucb paboTaTb C KMTanuamu. Y Hac OblyT OYEeHb
XOpOLINX Ananor u OTIINYHbIE OTHOLLUEHUHA Ha MONMMTUYECKOM YPOBHe, Torga Kak
Ou3Hec-OTHOWEHMS BbiM O4YeHb CKpOMHbIMKU. Cenyac, gBa roga CnycTs, Mbl
BMOWUM COBEPLUEHHO ApYryto KapTuHy. Mbl obwaemcs n npuHumaem B Mockse
OonbLUIOEe KOMUYECTBO KUTAMCKMX OU3HECMEHOB, KOTOPble HE MMEKT HUKAKOro
OTHOLLEHMS K rocygapCTBEHHOMY Bu3Hecy. VX MHTepec K HaM U Halw MHTEpPEC K
HWUM COBEPLUEHHO MHOW.

Korga-Hmbyab caHkumm OyayT OTMEHEHbl, HO 9TO He 3HayuT, YTO BCe OnsTb
BEPHETCS Ha Kpyrnm CBOA, WU Te MPOAYKTbl, KOTOpble npojaBasniMCb paHblue, a
cenyac HaxodaTcs nop 3anpeTtoM, BEpPHYTCA Ha Monku. byaeTr ovyeHb CROXHO
BEPHYTbLCA K OTOW MOSIKE B cyrnepmMapkeTe, HO 3TO BO3MOXHO. KOHKypeHuus
N3MEHUTCH, U O POCCUNCKON OKOHOMUKM CUTyaLMA CTaHET B KOHEYHOM uTore
bonee 6naronpnaTHON.

[ns Hac 310 OblN 04YeHb TSKENbIN Nepuog. S HU B KOEM Crlydae He XO4y cKasaTb:
«Kak 6bIno xopowlo, korga Beenu caHkummly Camoe Tsxenoe BpeMsi NpuLioch
Ha KoHel 2014 — Havano 2015 roga, kKorga HaMeTUNoOCb NMOHMXKEHUE LieHbl Ha
9HEpPropecypcbl, Kak crieactsme nosiBUNCS CBOOOAOHLIN KypC, M Mbl BBENM
csobogHO nnasawowun pybnb. Ham roBopunn, 4To Hac XxgeT Kpax. 3a asa-Tpu
roga go Kpuamca 3anagHole CMW nucanu, 4To Mbl Haxogumcst B TOW Xe
«MepTBOM 30He», 4To K Cosetckun Cow3 nepen pacnagom. W ecnn
MpaBnTENLCTBO COBEPLUNT OOWH-ABaA HEBEpHbIX Wwara, TO Mbl HEMWHYEMO
MOBTOPUM TOT K€ CaMblil CLIEHapUH.

B aHBape, peBpane n mapte 2015 roga mbl nepexunu Bpemsi, KoTopoe 6bino

Jake >Xectye [OJid 3KOHOMUKK, 4YEM BpPEMA HaKaHyHE pa3Balia CoBeTcKkoro



Coto3a. Ho cenvac mbl BbiWAM U3 TynNuKa M HaxogaMMcsi Ha nopore pocTa.
MUWHMCTP 3KOHOMWYECKOTO pasBUTMA OOKNadblBaeT, YTO TPeTuin KeBapTan
NPOOAEMOHCTPUPOBAN 3HAYNTENBbHO GONbLUNA POCT MO OTHOLLUEHUIO KO BTOPOMY,
KaK U YeTBEpTbI KBapTarsn Nno OTHOLLUEHUIO K TPETLEMY.

Mo3TOMy, Kak TOMbKO CaHKUWM WCYE3HYT, Mbl BEPHEMCH K HOPMarbHbIM
TOProBbIM  OTHOLUEHUSIM: OHWM OyayT OYeHb aKkTUBHbIMW, HO APYrUMW.

KoHkypeHums 3anaga ¢ BOCTOKOM 3a pOCCUNCKUIA PbIHOK ByaeT xecTye.

A. KocTuH:

Ibxedbd, ecnn MOXHO, HebonbLUOEe [OMOMHEeHMEe K OTBEeTYy Ha npeablgyLinn
BOMpPOC O ABYX kaHAngaTtax. S kak-To nowyTun B [laBoce, U WWyTKa NOHpaBuiach.
locnoanH Tpamn 3asiBWn, YTO KOrda OH CTaHeT NPe3vaeHTOM, OH MOAPYXKUTCS C
MyTuHbIM. N TOraa oH nonageTt nof amMepuKaHCKue CaHKuMW, NOTOMYy 4YTO BCe

Apy3bs [NyTUHaA Haxog4aTCcs Nog aMepUKaHCKMMM CaHKLNSMN.

G. Cutmore:
| do not think anybody wants to pick up that particular reference, do they. You

wanted to come in.

C. Friis Bach:

Thank you. | am in the UN, so we do not do sanctions. It is not our business. But
| can say that in the UNECE, my organization, for 70 years, even during the Cold
War, negotiations took place and countries continued to talk about trans-border
agreements and trade facilitation. One encouraging sign | can see now is that our
members, which are 56 countries from the US and Canada to Russia and
Tajikistan, have now supported a conference that we will host in Minsk in
October together with the Government of Belarus, on economic integration
towards 2030.



| see this agreement by our member states as a small sign that all our countries
know that we have to move on. Sanctions, breaking ties, and building new
barriers is not the right direction for Europe. We know this from history, as | said
before. We need to move away from this and towards more economic integration
and cooperation. And there are small signs that this is happening. As | said, our
member states have said, “Let us now sit down, talk visionary, and talk towards
2030. How can we shape economic integration in this region?” | think we have
hopefully seen the lowest level of this development, and we can hopefully move
on, based on international agreements, and hopefully, we at the UN can help to

facilitate this.

G. Cutmore:

OK, thank you for that. Mr. Shuvalov, | just wanted to come back to you very
quickly, and | wondered if you could just give me a short answer to this. | have
been coming here for a number of years now, and this is slightly better attended
as far as foreign businesspeople and politicians are concerned. Last year was a
bit like tumbleweed. You could not find them. They were hiding; some of them
were in town, in hotels, but we could not get access to them, even though we
knew they were here. This year, | feel it is slightly different, and some delegations
have really turned up. The Italians have come in numbers, and we see a former
French President, so there are spots of interest. The Greeks are here as well,
and they are talking. Will these friends in difficult times get preferential treatment

when the times improve?

U. Wysanos:
Mbl 6ygem KO BCEM OTHOCUTBCA OOWHAKOBO ApYXentobHO, HO A0BpOTY Mbl He

3abbiBaeM HuKorga.



G. Cutmore:

Good, thank you for that. Mr. Kamath, thank you very much for joining us and
filling our empty chair. That should give us hope that we have a brighter future for
trade, because as | said at the beginning, maybe the empty chair represents the
disappointment and the hollowness of the current outlook.

| have a question specifically for you, and it is related to finance. One area where
we have seen positive development is the new banks, if | can call them banks at
this point, or international institutions that have sponsor support, commitment,
and pledges of capital. You represent one of these organizations. Do you think
that this is perhaps a silver lining in the cloud, that things like the Asian
Infrastructure Bank, the BRICS Development Bank, and the bank that you
represent will be able to step in and turn the tide, or perhaps turn off the tap,

when it comes to trade financing and cross-border activity?

K.V. Kamath:

Thank you. | will put it this way. | see these new institutions as coming-of-age in
the context of re-globalization of the countries of the South, because the initiative
has come from there. And it is for us to see how we can push this initiative
forward. Indeed, in the context of a lot of things that have been said, the change
Is already in progress. There is a rebalancing happening, and | think that will
contribute to this whole development process.

Let me just give one area to emphasize this point. Let us look at the funding
opportunities. | have been here for a day, and most Russian businesses and
Russian bankers encourage us to raise roubles. | have been in China for 11
months, and we believe that our first funding issue will be in renminbi, a green
bond in China later this month. During this quarter, we expect to do an issue in
India, and one later on in the year in South Africa. Just to put things in context,

typically you would look at Western hard currencies for funding. But | think that



the rebalancing that is happening is driving you to look at opportunities in newer
emerging economies where surpluses are being thrown up.

Of course, add to that the realization that relying on hard currencies has meant
effective interest rates of around 15%, because the interest rate may look near
zero, but if you then take in the exchange depreciation or fluctuation, your
effective cost is significantly higher. | am just putting this in context to say that all
that has been talked about in the context of re-globalization and rebalancing is
really happening in the case of the developing world, because there is no other
option than to look at these solutions.

Indeed, there will be supplemental funding from harder areas. If you look at trade
and the other things that have already been talked about, clearly the drive is
coming from this newly emerging set of countries. Our aim at the New
Development Bank is to start by doing a small bit in this process, taking it
forward, and helping the process grow and gain momentum. | think that would be
our role. | would probably put it as a small catalytic role; it starts small and there

are larger players out there.

G. Cutmore:

Can you share some examples with us? We see the acronyms, we hear the
organizations are starting, and | think Russia is on board with the New
Development Bank. But could you crystallize it for us, perhaps with an example
you may know of where it has been or will be able to step in and provide the kind

of trade finance that perhaps is unavailable at competitive market rates?

K.V. Kamath:

Our focus is going to be on harder infrastructure finance to start with. So we will
work on that. But | can say this: trade finance and the currency of finance is
critical. When 1 talk to central bank owners for the five BRICS countries, they are

clearly talking in terms of providing funding in local currencies so that trade can



grow without facing risk in terms of exchange. That facilitative role will happen as
an outcome of what we will try to do in the context of the New Development Bank
or the erstwhile BRICS Bank, as we were called. There are a whole lot of exciting
opportunities which | think will move on to a slightly more rebalanced global

business scenario.

G. Cutmore:

And just to follow up very quickly, we have had things there like the Asian
Development Bank and the World Bank to provide this kind of lending. Have they
just done a really bad job and underrepresented the interests of the BRICS

economies and the emerging economies?

K.V. Kamath:

No, | do not think that at all. | think they have done a good job in the context of
the times that they were operating in. | think in today’s world, the borrower is
asking, “Let me be a partner with you. You be a partner with me”. We need to
respond to that call for partnership, and that is what we seek to do. We seek to
do that by understanding their needs. For example, their need is not hard
currency, but something else. Their need is speed, not longer processing times.
Their need today is saying, “You understand what our specific requirements are,
rather than telling us what we should be doing”. All of this gives opportunity to the

newer players coming on the scene.

G. Cutmore:

Thank you very much indeed. So, things are changing. | am becoming more
optimistic as | sit here and listen to the direction in which we are moving: new
institutions with a new focus and competitive market rates. But something else
makes me optimistic and undermines some of my negativity around the cross-

border activity that we have seen reduced. | am sure a lot of it is to do with the



financial crisis, but some of it also is to do with technology. | do not think we can
talk about trade and the transaction of goods and services without understanding
where technology is taking us.

Murat, | know you are here representing the World Economic Forum, but | would
also like to tap into your technical expertise. Mr. Kostin talked about cosmology
earlier. | recently had my mind blown by a guest | had who | spoke to on
technology who said, “What if we live in a world where Al and robotics make
manufacturing so cheap, you just do it in the market where the consumers want
the product?” And | thought, “Hang on a second. You have just destroyed the
need to manufacture low-cost in China and ship it half way round the world to the
United States so that they can buy it". All of that would just become irrelevant.
Now, whether that is a good thing or a bad thing, we will have to work out in the
fullness of time. But Murat, maybe you can open our eyes here, because as our
technical-savvy panellist, you probably have some ideas about how technology is

going to change our world.

M. S6nmez:

| am sure. Thank you, Geoff. | am an optimist in that respect. | do not know if you
are familiar with it, but there is a Chinese Checkers board game called Go. Going
back to cosmology, the number of possible moves in that game is more than the
number of atoms in the known universe. It is some number times 10 to the power
of 170. For a long time, we thought that computers could not master that
complexity, but two months ago, Google’'s AlphaGo Engine beat the world’s Go
Master four times out of five, just to make sure there was no ambiguity.

We are now in a situation where with Big Data, computers have the capacity to
look at patterns and come up with new ideas and new models. If you couple that
with the connectivity of the Internet, of people and things, and also developments
in not just software and connectivity but in things like 3D printing or additive

manufacturing, where you can 3D print the product of your interest at the



moment and place of consumption, it has tremendous impact on trade. Some of
the issues that we are putting a 20™-century lens on may not be relevant. Look at
block chain technology in financial services.

If we can take a step back, what we are seeing is that the trade architecture and
governance architecture have been built on what we call the *“too-late”
architecture. By the time you have figured things out, it is too late. That is
multilateral. We are now moving into a place where, going back to your pasta
analogy, we have what we call spaghetti architecture, where everybody is talking
to each other and making these bilateral agreements. And that is also too late.
Because what we need is a horizontal, systemic, forward-looking, multi-
stakeholder architecture, which takes these technological developments into
consideration. That is what we as the World Economic Forum are doing by
launching 14 system initiatives. Trade is one of them, and technology has to be
right at the centre of everything.

If you take 3D printing: if my car breaks down, | take it to a mechanic, and the car
part will be printed on the spot. There is no need for them to be manufactured or
imported, and this is not too far out. One of the large aircraft manufacturers last
week 3D printed a functional aeroplane, complete with electronics. So, what do
you import? You can print on the spot, and you consume less, because all you
consume, from a materials perspective, is what you need.

We are also moving towards a consumer industry perspective with the shared
economy, pioneered by Airbnb and Uber, where you can take a car and share it.
| bought a self-driven car in California a month ago, and | drove from San
Francisco to LA without touching anything. Unbelievable! (I was nervous!) And
you can enjoy your time! Now, what if that car drops me off, services other
people, connects to the network, and comes back when it is time for me to go to
my next place? Here, Yandex can empower that and share with a broader group

of people. So the consumption models will change.



| think we need to put a 21%-century lens on this important issue called trade and
come up with this horizontal, forward-looking architecture. We also need to make
sure that we do not leave the humans behind. So it has to have a human-centric
approach. And half of the world’s population is under 35, so the youth need to be
involved. We need to give them the opportunity to have a seat at the table,
because innovation will drive us forward, and innovation cannot be decoupled
from education.

In this world of advanced machine-learning techniques, what do we educate our
people on? We have done research, and discovered that the first years, between
one and three, are the most critical years for human brain development. Nutrition
also plays a key role. This is the time when we teach our kids to be creative, to
be collaborative, and to learn to learn.

All of these issues are horizontal and interconnected. As the international
organization for public-private cooperation, we are encouraging this holistic,
horizontal, systemic orientation with impact as its focus. In a way, we are
advocating a move from spaghetti architecture to lasagne, where things are
layered on top of each other. | am an optimist, and | think we will plough through

these challenges that we have.

G. Cutmore:

Can | just take my old-fashioned 20™-century lens to what you have said for a
moment here? The one thing that does worry me, and it worries other people, is
that many of the companies at the leading edge of this that appear to be storing a
lot of our details and information are American. Sometimes you have the feeling
that they work in partnership with the government, and sometimes you clearly
know that they do not, because we have obviously seen rows about breaking
open phones taking place between the federal authorities and the manufacturer.

Coming back to the geopolitics where we started, do we need to be worried



about these technology innovators, which flag they fly under, and where our

information is going?

M. S6nmez:

| think that that needs to be addressed. One of our 14 initiatives is the future of
the digital economy and society, and one of its legs is cyber-security and data
protection. In that respect, what gives me optimism is that we have the Chinese,
the Americans, the Russians, the Brazilians, the policy-makers, and law
enforcement agencies all sitting down together as part of our initiative, trying to
figure it out. We do not have an answer yet, but | do not think we can take a
vertically optimized approach that can have a negative systemic impact, like we
did in banking. And | think all the players are realizing that. We also have the
Internet Society at the table, which represents civil society. We do not have many
of the answers, but we have the willingness to figure it out. | think the key thing
will be to minimize the negative impact without minimizing the positive potential

we have.

G. Cutmore:

Thank you very much indeed. We have pretty well run out of time here, but
because | am a Brit, | have an English passport, and the Brexit vote has been
referenced a number of times, | wonder if | might ask you, my conscience in the
room, just to give me an opinion on whether you think the Brits should stay in the
EU, and what the consequences will be. So, put your hand up if you think Britain
should remain in the EU. Thank you. Put your hand up if you think Britain should

leave the EU.

From the audience:

All with British passports, apparently!



G. Cutmore:
All with British passports, apparently! Well, thank you very much, everybody, for
being here for our panel. Thank you Mr. Kostin and the team for helping organize

this event for us, and thank you to our panellists.
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