
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Russian and Argentinian Woes 

The recent escalation of Russian sanctions and Argentinean bond default could be a blow to these 

markets, but the risks of contagion to other Emerging Markets appear limited 

Russia and Argentina both hit the headlines this past week. Argentina defaulted on its sovereign debt on 30 July. Just prior 

to this, the European Union launched a host of tougher sanctions on Russia, prompted by the downing of the Malaysian airplane 

MH17, allegedly by pro-Russian separatists. These developments are set to unsettle Emerging Market investors in the near term, but 

are not expected to have a lasting impact on the Global Emerging Market sector. 

The reasons for this are multiple. In the case of Argentina, the country has been locked out of the international capital 

markets since its previous default in 2001. Indeed, this week’s “selective default” is the result of the failure by the government and 

holdout creditors of the 2001 defaulted bonds to strike a deal. Since its default in 2001, Argentina’s weight in the Emerging Market 

(EM) debt indices dropped to just 1.7%, roughly half its index weight in 2006. Going forward, while the default suggests that 

borrowing costs could rise for the country and weigh on the economy, the contagion impact on the Emerging Market Debt universe 

is likely to be contained, especially relative to its 2001 default.  

Over in Russia, following the first set of (limited) sanctions in March, the US announced further sanctions on July 16, 

banning Rosneft, Novatek, VEB and Gazprombank from raising financing of more than 90 days from US persons or within the US. 

Eight defence companies and a port in Crimea also had their assets frozen and all transactions with US persons were banned. These 

measures have been matched by the European Union, and include the closing of European capital markets to Russian state banks, 

and an embargo on new weapons sales and the transfer of sophisticated oil drilling technology.  

While the immediate impact on the affected entities is expected to be contained, given the relatively low level of debt 

repayments this year, sustained sanctions will likely have a significant adverse impact as Russian companies struggle to get 

financing for longer term major investment projects. These tighter financing conditions will exacerbate the already substantial 

decline in investment.  

Overall, although systemically important corporations are likely to receive government assistance, Europe’s actions will 

likely weigh heavily on the wider Russian economy. Sanction pressures do not bode well for an economy already in the midst of a 

mild recession. In our May publication, we had highlighted the strains under which the country was struggling, including sizeable 

capital outflows and weak consumer/business confidence levels. Last week, despite the economy’s weak growth, the Russian central 

bank was forced to raise interest rates by 50 basis points to 8%, in order to support the weak rouble and quell inflation.  

Against this backdrop, we maintain our cautionary stance on Russian assets. Investors holding sanctioned assets will have 

to grapple with both higher price volatility and reduced liquidity. Meanwhile, tougher sanctions cannot be ruled out as long as 

progress in stabilising Eastern Ukraine remains lacking and evidence of Russian support to the rebels grows.  

However, we do not expect Russia’s problems to spill over into the other EM markets. In particular, we continue to favour 

Asia within EM, on the belief that its fundamentals will continue to improve on the back of the improving global growth backdrop.  
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DISCLAIMERS 
This ANZ Market Flash (this “document”) has been prepared by Australia and New Zealand Banking Group Limited ABN 11 005 357 522 or its affiliates (“ANZ”). In certain 
jurisdictions ANZ is represented by its branch office, representative office or affiliate companies, in which case this document is distributed in the relevant jurisdiction by 
such representative. 
This document contains factual information and may also contain professional opinions which are given in good faith and based on information and assumptions believed 
to be reliable as at the date of this document. The views expressed in this document accurately reflect the authors’ personal views, however the authors make no 
representation as to its accuracy or completeness and the information should not be relied upon as such. Any opinions, estimates and forecasts herein reflect the authors’ 
judgments on the date of this document and are subject to change without notice. Any prices or values herein are as of the date indicated, and no representation 
whatsoever is made that any transaction can be effected at such prices or values or that any prices or values may be provided at a later date. The value and income of any 
of the securities or financial instruments mentioned in this document may fall as well as rise and an investor may get back less than invested. Foreign-currency 
denominated securities and financial instruments are subject to fluctuation in exchange rates that could have a positive or adverse effect on the value, price or income of 
such securities and financial instruments. 
In preparing this document ANZ may have also relied on information supplied by third parties and whilst ANZ has no reason to doubt the accuracy of information used to 
prepare this document, ANZ makes no representation and gives no warranty as to the accuracy, timeliness or completeness of any information contained in this 
document or its relevance to the recipient. Copyright in materials created by third parties and the rights under copyright of such parties are hereby acknowledged. This 
document is issued on the basis that it is only for the information of the particular person to whom it is provided. This document contains confidential information and it is 
not to be reproduced, distributed or published by any recipient for any purpose without the prior written consent of ANZ. 
Nothing in this document constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s 
individual circumstances or otherwise constitutes a personal recommendation and it does not take into account the specific investment objectives, requirements, 
personal needs or financial circumstances or tax position of any recipient. This document does not contain and should not be relied upon as containing investment 
recommendations or advice and does not constitute an offer or an invitation to deal in, or a recommendation to acquire or sell any product or subscribe to any service. 
None of the services and products referred to in this document is available to persons resident in any country, state and jurisdiction where it would be contradictory to 
local law or regulation to offer such services and/or product. The recipient should seek its own independent financial, legal credit, tax and other relevant professional 
advice and should independently verify the accuracy and appropriateness of the information contained in this document. 
The capabilities described herein are not necessarily available in all jurisdictions and the provision thereof is subject to licensing, regulatory and other limitations. This 
document is for distribution only under circumstances as may be permitted by applicable law, rule or regulation. ANZ may have material interests in, or provide 
investment banking, financial services and other business relationships with the company or companies that is or are part of this document. ANZ, and its respective 
directors, officers and employees may have positions in the securities or effect transactions in the securities mentioned herein. Changes may be made to products and 
services at any time without prior notice to you. Any product or service referred to herein may not be offered or sold within the United States or to or for the benefit of US 
Persons. Neither this document, nor any copy thereof may be sent to or taken into the United States or distributed in the United States or to a US person. 
While the information set out above is based on sources believed to be reliable, ANZ Group (together with its directors and employees) makes no representations or 
warranties expressed or implied as to the accuracy, completeness or timeliness of any of such information, ANZ Group shall not be liable, for any loss, damage, claim, 
liability, proceedings, cost or expense (“Liability”) arising directly or indirectly (and whether in tort (including negligence), contract, equity or otherwise) out of or in 
connection with the recipient relying on, in any way, the contents of and/or any statements, representations omissions made in this document (including any error, 
omission or misstatement herein, negligent or otherwise) or further communication thereof except where a Liability is made non-excludable by relevant legislation. 
© Copyright Australia and New Zealand Banking Group Limited ABN 11 005 357 522 All rights reserved 
 
China: Neither ANZ nor any of its affiliated companies (each, an “ANZ entity”) represents that this document may be lawfully distributed, or that any services of ANZ 
generally mentioned in the document may be lawfully offered, in compliance with any applicable registration or other requirements in the People's Republic of China (the 
“PRC”), or pursuant to an exemption available thereunder, or assume any responsibility for facilitating any such distribution or offering. In particular, no action has been 
taken by any ANZ entity which would permit a public offering of any products or services of such an ANZ entity or distribution or re-distribution of this document in the 
PRC. Accordingly, the products and services of such an ANZ entity are not being offered or sold within the PRC by means of this document or any other document. This 
document may not be distributed, re-distributed or published in the PRC, except under circumstances that will result in compliance with any applicable laws and 
regulations. 
Hong Kong: Investment involves risks. Past performance is not indicative of future performance. Investors should not make an investment decision based solely on this 
document. This document is distributed in Hong Kong by the Hong Kong branch of ANZ, which is registered by the Hong Kong Securities and Futures Commission to 
conduct Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) regulated activities. Please note that the contents of this 
document have not been reviewed by any regulatory authority in Hong Kong. If you are in any doubt about any of the contents of this document, you should obtain 
independent professional advice. 
Indonesia: This document has been prepared by Australia and New Zealand Banking Group Limited ABN 11 005 357 522 (‘‘ANZ Group’’) and distributed within the Group 
including to PT. ANZ Bank Indonesia (‘‘ANZ’’), its subsidiaries. The full disclaimers at our website anz.com/indonesia are deemed to be incorporated herein.  
Japan: The information contained in this document is just for informational purposes. No information in this document constitutes a solicitation, an offer, or a 
recommendation or advice to buy or sell or not to buy or sell any product, instruments or investment, to effect any transactions, or to conclude any legal act of any kind 
whatsoever. When making any decision about your investments, you should seek the advice of a professional legal, tax and/or financial advisor. 
Singapore: The full disclaimers at our website anz.com/singapore are deemed to be incorporated herein. 
Vietnam: The information contained in this document is for general information purpose only. Nothing in this document constitutes a solicitation, an offer, or a 
recommendation or advice to buy or sell or not to buy or sell any product, instruments or investment, to effect any transactions, or to conclude any legal act of any kind 
whatsoever. When making any decision about your investments, you should seek the advice of relevant professional advisor. ANZ and its officers, employees and agents 
accept no liability (including for negligence) for any loss or damage arising in connection with the use of information contained in this document. ANZ reserves the right to 
change any information in this document where it deems fit or as required by applicable laws. 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 


