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ENSURING MONETARY STABILITY IN BELARUS’
ECONOMY UNDER MONETARY INTEGRATION
IN THE EURASIAN ECONOMIC UNION

MPOBJ/IEMbl OBECMNEYEHWA AEHEXHO-KPEONTHOW
CTABM/IbHOCTWM B SKOHOMUMKE BEJIAPYCIU
B YC/ZTOBUAX BAJTKOTHOWM MHTEMPALW B EASC

B TeopeTuuecknx paboTax, MOCBSLLEHHbIX Ba/IOTHOW WMHTerpauuu,
npo6aemMbl obecneyeHNs OeHEXHO-KPEANTHOM CTabUIbHOCTM He Mosy4yn-
NV CTOMb LLIMPOKOr0 OCBELLEHNS, Kak rnpobsiembl 06ecnevyeHns KOHKYpPEeH-
TOCMOCO6HOCTM 3KOHOMUKW MpU abCcoNtoTHO (UKCMPOBAHHOM BasllOTHOM
Kypce. AHann3, NpoBefeHHbI B aHHOW cTaTbe, MOKa3biBaeT, YTO Bepo-
ATHBLIM pe3ybLTaToM CO3[4aHuUA Ba/IlOTHOMO coto3a B EASC cTaHeT MnoBbl-
LeHVe YA3BMMOCTM nepej (PUHAHCOBLIMW KpU3ncammn BC/1eCTBUE NOTEPU
WHCTPYMEHTOB JeHEeXHO-KPeaUTHON MONTUKN.

The theory of monetary integration traditionally highlights the ef-
fects of the loss of the exchange rate instrument on the real economy.
It typically considers the consequences of potential external shocks to
growth and employment in the economy. However, economies partici-
pating in a full-fledged monetary union lose not only the exchange rate
instrument, but also the most significant monetary instruments (name-
ly, the interest rate and open market operations). This fact can poten-
tially put obstacles to ensuring monetary stability in some members of
the union.

According to the recent findings of the leading economists, the prob-
lems of implementing the common monetary policy in the Economic and
Monetary Union of the European Union were among the major factors
that contributed to the development of the sovereign debt crisis in the
Eurozone since 2009.

The monetary policy of the National Bank of the Republic of Belarus
(NBRB) has been obviously different from that of the Bank of Russia over
the recent years. The NBRB has been conducting a relatively expansion-
ary emission policy due to higher monetary base growth rates, which has
been compensated by a tighter interest rate policy, namely keeping both
nominal and real interest rates at a consistently higher level as compared
to interest rates in Russia.
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Establishing a monetary union and creating a common legal tender
will result in the convergence of nominal interest rate in Belarus and
Russia, which will be an incentive for attracting foreign capital by Bela-
rus’ residents. Thus, it appears probable that the inflow of foreign capital
will compensate for the decrease in emission crediting. As an independ-
ent interest rate policy will be unavailable, it will create the precondi-
tions for a credit boom and overheating of the Belarusian economy.

The natural result of these processes would be an increase in eco-
nomic growth over the first years following the creation of the monetary
union, however debt-fueled growth cannot be consistent. Any adverse fac-
tors, both internal and external, may deteriorate borrowers’ solvency and
cause payment crisis, thus leading to a large-scale financial crisis.

However, establishing a monetary union will considerably reduce the
monetary authorities’ ability to avert a financial crisis. Indeed, a central
bank bounded by a monetary union may not determine the volume of
money creation independently and hence loses the right to provide liquid-
ity assistance to troubled banks and other financial institutions. It will
thus be impossible to cope with financial crises at an early stage of their
development.

Thereby, monetary integration will considerable reduce the author-
ities’ ability to ensure monetary stability in Belarus’' economy, specifi-
cally:

= to prevent financial crises (due to the loss of the exchange rate in-
strument);

= to cope with financial crises if they break out (due to the loss of the
lender of last resort function);

= to offset the effects of financial crises on the real economy (due to
the loss of the exchange rate instrument).

Thus, paradoxically, despite using a supposedly more stable currency
in the EAEU, establishing a monetary union will increase the risk of
financial crises in Belarus’' economy as well the severity of its their pos-
sible effects.
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PA3BUTUE CUCTEMbI TAPU®HOIO PEFY/IMPOBAHUA
B COBPEMEHHOWM MNPOBOW 9KOHOMUWKE

TapudHoe perysiMpoBaHue BHELLHel TOProB/iv ABNSETCA NpeaMeTom
rocyJapCTBEHHOIO PEry/IMpoBaHWs U HaxXOAWUT PUAMUYECKOoe 3aKpense-
HUe B 3aKOHoAaTe IbHbIX JOKYMEHTaX NPaKTUYeCKM BCEX CTPaH.

O6s13aTeNbLCTBA TOProBbIX MAPTHEPOB M0 CHUXEHWIO TapudoB ABJIS-
I0TCSI BAXKHbIM 3/1IeMEHTOM Pa3BUTUS MeXAYHapoAHOl TOproBoli cucte-
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