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NON-RATING ACTION COMMENTARY

Russia-related Settlement
Disruptions Manageable for
Euroclear and Clearstream
Thu 10 Mar, 2022 - 10:05 AM ET

Fitch Ratings-Paris/Frankfurt-10 March 2022: The closure of domestic Russian

securities settlement, withdrawal of the Russian rouble as an eligible settlement

currency and other measures taken by Euroclear Bank SA/NV and Clearstream Banking

SA (CBSA) (both ‘AA’/Stable) since late February 2022 will have a modestly negative

impact on the �rms’ settlement volumes and revenue, Fitch Ratings says. Their ratings

remain unaffected given their diversi�ed business models, resilient operational risk

frameworks and inherently low direct exposure to credit or market risks. 

As a result of sanctions imposed by the US, the EU and other jurisdictions, as well as

Russian countermeasures, Fitch expects Euroclear’s and CBSA’s balance sheets to

markedly increase over time as blocked coupon payments and redemptions accumulate

either in their domestic accounts in the EU or in accounts with the Russian National

Settlement Depository (NSD). While we think this will have a notional impact on certain

prudential ratios, it should not result in a material increase in the two international

central securities depositories’ (ICSDs) credit risk exposure and therefore not have a

meaningful impact on their credit pro�les beyond the need to prudently manage related

operational and re-investment risks.  

In early March, both ICSDs withdrew the acceptance of the rouble as settlement

currency and disabled their accounts with their respective Russian cash correspondent

banks. They also excluded securities issued by Russia-domiciled entities from all triparty

transactions, which effectively excluded them from collateral management transactions.

( )

https://www.fitchratings.com/


3/10/22, 4:23 PM Russia-related Settlement Disruptions Manageable for Euroclear and Clearstream

https://www.fitchratings.com/research/non-bank-financial-institutions/russia-related-settlement-disruptions-manageable-for-euroclear-clearstream-… 2/5

These measures followed an announcement of the Central Bank of Russia (CBR) on 28

February to suspend the transfer of securities issued by Russian entities from accounts

opened by foreign legal entities and individuals, which resulted in Euroclear and CBSA’s

foreign nominee holder (FNH) accounts at the NSD being blocked or frozen. 

The potential increase in their balance sheets re�ects Fitch’s expectation of

accumulating coupon payments and redemptions relating to foreign investments by

sanctioned Russian entities (with proceeds having to be reinvested until sanctions are

lifted). It also re�ects coupon payments and redemptions relating to Russian

investments (both domestic and international) by foreign investors subject to Russian

counter sanctions and which may be now frozen in accounts at the NSD. The magnitude

of the increase due to Russian investments held by foreign investors will ultimately

depend on the willingness or ability of Russian issuers to credit the ICSDs’ FNH

accounts. 

In the case of a default of the NSD, credit losses resulting from NSD exposure in the

FNH accounts would be passed on to the relevant settlement participant (i.e. the

investor). However, in the absence of a default, the ICSDs are likely to be required to

risk-weight accumulating balances in their FNH accounts, using internal or external

credit ratings for the Russian sovereign. Foreign investments by sanctioned Russian

entities, which will accumulate on the ICSDs’ non-Russian accounts, will have to be

reinvested, leading to an additional impact on risk-weighted assets (RWAs).  

Fitch would expect prudential regulators to consider the technical nature of the

associated increase in Russia-related RWAs when assessing the impact of these

developments on regulatory ratios. In addition, we would expect the ISCDs to follow a

prudent investment policy in line with their existing policies to minimise the incremental

increase in credit risk and corresponding negative impact on regulatory capital ratios. 

As the two European ICSDs, Euroclear and CBSA provide settlement services in a large

number of capital markets globally, either through internal settlement (between two

accounts at one of the ICSDs), settlement over a “bridge” between the two entities or

external settlement (via a domestic cash correspondent bank in cases where one or both

parties involved do not have ICSD accounts). 
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All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers.

Please read these limitations and disclaimers by following this link:

https://www.�tchratings.com/understandingcreditratings. In addition, the following

https://www.�tchratings.com/rating-de�nitions-document details Fitch's rating

de�nitions for each rating scale and rating categories, including de�nitions relating to

default. Published ratings, criteria, and methodologies are available from this site at all

times. Fitch's code of conduct, con�dentiality, con�icts of interest, af�liate �rewall,

compliance, and other relevant policies and procedures are also available from the Code

of Conduct section of this site. Directors and shareholders’ relevant interests are

available at https://www.�tchratings.com/site/regulatory. Fitch may have provided

another permissible or ancillary service to the rated entity or its related third parties.

Details of permissible or ancillary service(s) for which the lead analyst is based in an

ESMA- or FCA-registered Fitch Ratings company (or branch of such a company) can be

found on the entity summary page for this issuer on the Fitch Ratings website. 

In issuing and maintaining its ratings and in making other reports (including forecast

information), Fitch relies on factual information it receives from issuers and

underwriters and from other sources Fitch believes to be credible. Fitch conducts a

reasonable investigation of the factual information relied upon by it in accordance with

its ratings methodology, and obtains reasonable veri�cation of that information from

independent sources, to the extent such sources are available for a given security or in a

given jurisdiction. The manner of Fitch's factual investigation and the scope of the third-

party veri�cation it obtains will vary depending on the nature of the rated security and

its issuer, the requirements and practices in the jurisdiction in which the rated security is

offered and sold and/or the issuer is located, the availability and nature of relevant

public information, access to the management of the issuer and its advisers, the

availability of pre-existing third-party veri�cations such as audit reports, agreed-upon

procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and

other reports provided by third parties, the availability of independent and competent

third- party veri�cation sources with respect to the particular security or in the

particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings

and reports should understand that neither an enhanced factual investigation nor any

third-party veri�cation can ensure that all of the information Fitch relies on in

connection with a rating or a report will be accurate and complete. Ultimately, the issuer

and its advisers are responsible for the accuracy of the information they provide to Fitch

and to the market in offering documents and other reports. In issuing its ratings and its

reports, Fitch must rely on the work of experts, including independent auditors with

respect to �nancial statements and attorneys with respect to legal and tax matters.

Further, ratings and forecasts of �nancial and other information are inherently forward-

looking and embody assumptions and predictions about future events that by their
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nature cannot be veri�ed as facts. As a result, despite any veri�cation of current facts,

ratings and forecasts can be affected by future events or conditions that were not

anticipated at the time a rating or forecast was issued or af�rmed. 

The information in this report is provided 'as is' without any representation or warranty

of any kind, and Fitch does not represent or warrant that the report or any of its

contents will meet any of the requirements of a recipient of the report. A Fitch rating is

an opinion as to the creditworthiness of a security. This opinion and reports made by

Fitch are based on established criteria and methodologies that Fitch is continuously

evaluating and updating. Therefore, ratings and reports are the collective work product

of Fitch and no individual, or group of individuals, is solely responsible for a rating or a

report. The rating does not address the risk of loss due to risks other than credit risk,

unless such risk is speci�cally mentioned. Fitch is not engaged in the offer or sale of any

security. All Fitch reports have shared authorship. Individuals identi�ed in a Fitch report

were involved in, but are not solely responsible for, the opinions stated therein. The

individuals are named for contact purposes only. A report providing a Fitch rating is

neither a prospectus nor a substitute for the information assembled, veri�ed and

presented to investors by the issuer and its agents in connection with the sale of the

securities. Ratings may be changed or withdrawn at any time for any reason in the sole

discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not

a recommendation to buy, sell, or hold any security. Ratings do not comment on the

adequacy of market price, the suitability of any security for a particular investor, or the

tax-exempt nature or taxability of payments made in respect to any security. Fitch

receives fees from issuers, insurers, guarantors, other obligors, and underwriters for

rating securities. Such fees generally vary from US$1,000 to US$750,000 (or the

applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number

of issues issued by a particular issuer, or insured or guaranteed by a particular insurer or

guarantor, for a single annual fee. Such fees are expected to vary from US$10,000 to

US$1,500,000 (or the applicable currency equivalent). The assignment, publication, or

dissemination of a rating by Fitch shall not constitute a consent by Fitch to use its name

as an expert in connection with any registration statement �led under the United States

securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom,

or the securities laws of any particular jurisdiction. Due to the relative ef�ciency of

electronic publishing and distribution, Fitch research may be available to electronic

subscribers up to three days earlier than to print subscribers. 

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds

an Australian �nancial services license (AFS license no. 337123) which authorizes it to

provide credit ratings to wholesale clients only. Credit ratings information published by

Fitch is not intended to be used by persons who are retail clients within the meaning of

the Corporations Act 2001. 

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a

Nationally Recognized Statistical Rating Organization (the 'NRSRO'). While certain of
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the NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such

are authorized to issue credit ratings on behalf of the NRSRO (see

https://www.�tchratings.com/site/regulatory), other credit rating subsidiaries are not

listed on Form NRSRO (the 'non-NRSROs') and therefore credit ratings issued by those

subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel

may participate in determining credit ratings issued by or on behalf of the NRSRO. 

Copyright © 2022 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33

Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax:

(212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except

by permission. All rights reserved.
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