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- [MlapyambuibIk xKyprizyuii cyObeKTUIEpiH HETi3r1 KopJiaphl OOMBIHINA IETepIMIEPAl KETUIIIPY:
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The Eurasian Economic Union (EAEU) is the youngest among regional integration
associations, which has been operating as a customs union since 2011, and as an economic union
since 2015. The Union was created with the aim of helping member countries to make the most of
their intraregional economic ties, modernize their national economies, and create conducive
conditions to improving their global competitiveness. The merger process is based on a single market
of services, goods, capital, and labor. The union is also strengthened by additional infrastructure, such
as the EAEU Court, the Eurasian Development Bank, the Eurasian Stabilization and Development
Fund.

The relevance of the economic development of the single market of the Eurasian Economic
Union is largely determined by the goals and conditions of financial integration of the countries'
markets. In the medium and long term, it is planned to create a common financial market. However,
have the necessary conditions been created for this? The development of financial markets in the
EAEU is uneven both by territories and by market segments, therefore integration should be flexible,
progressive, and asymmetric.

The economic advantages and benefits within the framework of the functioning of the EAEU
for its participants are reduced to obtaining maximum profit from the free movement of goods, labor,
capital, and investments in the territory of the created economic space. The prevailing share of the
total financial assets of the EAEU countries is concentrated in Russia (more than 90% of assets, as
well as almost the entire volume of trading on exchanges), which negatively affects the local markets
of the allied countries.

The financial systems of the EAEU members function according to the so-called neo-
continental model, which is characterized by a special role of development banks in the investment
process. At the regional level, we are talking primarily about the Eurasian Development Bank, which
has been operating since 2006. It is noteworthy that this bank, specializing in project financing,
emphasizes high environmental standards and increased interest in green investments.

According to research, the importance of sustainable development of the EAEU financial
market is determined by the specifics of the current stage of investment in the banking sector. To
date, there are clear contours of special segments of the actively growing financial services market.
M.N. Meiramov identified three interrelated components of the concept of consistent integration of
financial markets:

— institutional

— instrumental,

— functional [1].

Thus, there is a reason to talk about the theoretical and practical prerequisites for introducing
the concept of sustainable financing into the strategy of merging the financial markets of the Eurasian
Union. The main provisions of the EAEU Treaty are primarily aimed at encouraging favorable
macroeconomic and political effects. The reasons for the positive dynamics vary significantly, and
the main ones are:

— the price factor due to the dominant share of energy resources in the international trade of
the Union

— preservation and prolongation of the current sanction regime against Russia, which is a key
market participant.

— depreciation of the national currencies of all members of the Union against the US dollar.

Today, there are various internal and external problems that hinder the integration of the
EAEU member states in the single financial market. 1.V. Penkova and V.S. Komlev identify the most
important factors that stimulate integration processes in the EAEU:

— acceleration of global economic growth.

— dynamics of forecast prices for oil and metals.

— demographic factors.

— import substitution policy and reorientation of consumers to competitive products of the
EAEU member states.

— elimination of barriers, exemptions, and restrictions in mutual trade [2].
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The abolition of benefits in the single market is of crucial importance for the modernization
of cooperation between the EAEU economies. For example, since January 1, 2016, the member
countries have agreed to create a common market for pharmaceuticals and medicines. However, due
to regulatory difficulties and difficulties associated with the unification of procedures governing
pharmaceutical operations throughout the EAEU, the relevant decision was postponed for one year.

One of the most important issues on the EAEU agenda today is the gradual elimination of
non-tariff barriers in mutual trade in goods and services. Non-tariff barriers create a significant burden
on the mutual flows of goods and services between the EAEU countries, reducing the overall
efficiency of the common market. They have a particularly noticeable destructive impact on the
development and cooperation of high-tech industries, in particular mechanical engineering, and
chemical engineering.

The Center for Integration Studies of the Eurasian Development Bank has completed a major
research project and for the first time gave an expanded assessment of the impact that non-tariff
barriers have on mutual trade within the EAEU and developed recommendations to eliminate these
barriers. A massive study involving enterprises from Belarus, Kazakhstan and Russia revealed that
non-tariff barriers account for 15% to 30% of the total value of exports.

Non-tariff barriers can be classified into two groups. The first group includes such barriers as
sanitary and phytosanitary measures, technical barriers to trade, quotas, and prohibitions. The second
group includes price control measures and measures affecting competition (restrictions on marketing
and public procurement, subsidies).

These barriers are often described as “sand in the wheels” because they restrain the movement
of goods and have the most negative impact on trade.

In the medium term, Belarus will benefit most from the reduction of NTBs: its real GDP may
increase by 2.8%, and welfare may grow by 7.3% in aggregate. For Russia, the economic effect may
be less impressive: welfare will grow by 0.5% in aggregate, while real GDP will grow by 0.2%. This
is due to both the large size of the Russian economy and the fact that Russia is the least dependent on
trade within the EAEU, in comparison with trade with the rest of the world.

Several authors emphasize that trade barriers serve as an obstacle to integration within the
EAEU and can significantly affect the deepening of integration processes. A.E. Ivanitskaya argues
that the Western sanctions regime has increased the potential for import substitution but has reduced
other positive consequences expected from financial integration [3].

At the moment, as part of the creation of a common financial market in Kazakhstan, special
attention is paid to improving the macroeconomic situation, the inflow of investments in fixed assets
and the development of exports of non-primary products.

Considering the discrepancy between the economic potentials of the EAEU members and the
specifics of national legislation, harmonization is carried out in a fairly "soft" mode, which allows
financial markets to adapt to the supranational regulatory regime with different speed and intensity.
Over the past three years, certain steps have been taken to create a unified regulatory infrastructure.

The Eurasian Economic Commission approved a draft agreement on coordinated approaches
to the regulation of currency rules and the implementation of liberalization measures aimed at lifting
restrictions on foreign currency transactions conducted by residents, also advocated the
harmonization of legislation on currency regulation, the creation of conditions for payments and
settlements.

In December 2016, the heads of the union members instructed their central banks, together
with the EEC, to develop a draft concept on the financial market.

The free movement of capital in a single economic environment has a cumulative effect on
the development of three other integration freedoms (people, goods, and services). Strengthening
financial integration can have a powerful systemic impact and contribute to the achievement of
several interrelated goals:

— giving a fresh impetus to Eurasian integration.

— overcoming the relative stagnation caused by the depletion of the natural integration effects
of the "initial stage" of the EAEU.
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— improving the quality of the single internal market.

— strengthening the role of the EAEU in the global economy.

In addition, further deepening of integration processes in this area will allow the members of
the union to reduce some external risks and reduce dependence on the global financial situation,
which is most susceptible to negative distortions due to speculative actions. It should be emphasized
that the prospect of creating a single financial market will greatly contribute to the fight against the
illegal export of capital. A more in-depth integration of the exchange environment can give another
positive effect.

Common efforts to create a common financial market will be effective only if a single trading
platform is created and a single electronic exchange system covering all the countries of the Union is
gradually created. Finally, a successful merger of financial markets will improve Kazakhstan's
position as partners in Eurasian integration in a few international ratings important for external
investors.

At the moment, it is important for the participating countries to continue the course of reducing
the dollarization of the national economy and take further steps to develop mutual settlements in the
national monetary units of the EAEU. It is necessary to tighten control over illegal financial
transactions by adopting appropriate legislation at the EAEU level and expanding the powers of the
EEC.

It is expected that the members of the union will complete the process of harmonization of
their financial legislation in accordance with the main directions provided for by the draft agreement
by 2025.

Thus, it is worth noting that the integration of financial markets and the formation of a single
market and its infrastructure within the framework of the Eurasian Union means purposefully limiting
the economic sovereignty of the Union members and transferring part of the functions of legal and
economic regulation of the financial market. This implies the elimination of any disagreements that
may exist between members in the financial spheres, which can be achieved by creating a single
financial regulator.

The EEC together with central banks, as well as the advisory committee on financial markets,
which, along with representatives of central banks and financial authorities, includes representatives
of business communities who will work in this direction. Finding the optimal balance between foreign
regulation and self-regulation requires focusing on the following issues:

— prospects of the EEC activity in various segments of the financial markets of the EAEU
members.

— use of effective and efficient enforcement mechanisms in the Eurasian Union.

— separation of powers of the regulator in the field of financial control and supervision.

— national and supranational level of self-regulation.
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