
There are very few Russian 
companies that can be proud of 
their pre-revolutionary origin 
more so when it comes to banks. 
However on March 3d Moscow 
Narodny Bank Limited celebrates 
its centenary anniversary. It came 
a long way over these years. It 
was the only private bank in RS-
FSR to obtain British registration. 
The bank helped to send the first 
West European cosmonaut to or-
bit, and even took part in building 
Eurotunnel, that is why these are 
still Ural rail tracks that are under-
neath La Manche. Moscow Nar-
odny Bank Ltd. returned to Russia 
in the middle 90’s, establishing 
in Moscow its 100% subsidiary – 
CB Mosnarbank. The following 
merger of Evrofinance Bank and 
CB Mosnarbank led to establishing 
Evrofinance Mosnarbank. Not only 
did it become the immediate heir, 
the follower of the ancient tradi-
tions, but also the rightful owner 
of the noble name of Moscow Nar-
odny Bank. 

These and other details told by 
Ilya Lomakin, CEO.

- Was your bank different from 
other banks before the revolution? 
Did it have any specialization?

- Yes, Moscow Narodny Bank was 
absolutely different from credit insti-
tutions of the Russian Empire during 
XX century. In form it was a joint-
stock bank, but in fact it was the cen-
tral bank of Russian co-operation. Its 
main direction of activity was to pro-
vide exceptional service for the devel-
opment of cooperative enterprises in 
Russia. All pre-revolution activities of 
Moscow Narodny Bank were dedi-
cated to reaching that goal. This de-
fined the unique for those times and 
for the present day banking system, 
which turned bank not just into mere 
profit tool but into an institution that 
provided a full development of the 
economical activities of its sharehold-
ers, delivering the optimal connec-
tion between the manufacturer and 
the financial market. Our country is 
lacking something like that at the mo-
ment. Let’s step back for a moment: 
recently there has been an illusion of 
an ideal economic structure of the 
Tsarist Russia back in the beginning 
of the last century. They are painting 
rosy pictures. In fact a hard look at 
the Russian economic life in the be-
ginning of XX century reveals its full 
resemblance with our reality. Phe-
nomenal corruption, urge for foreign 
investments, interest to raw material 
industries, big business striving for 
cooperation with imperial institutions 
and full negligence to mid-sized and 
small businesses. In a situation like 
that small business faced as tough 
time as it faces nowadays. Meanwhile 
small business of the Russian Empire, 
which constituted 81% of population 
occupied in farming was fully made 
up of separate peasant households 
and provided almost all Russian ex-

port potential. Small business was 
rapidly developing and chose coop-
erative as an organizational form. Be-
fore the revolution of 1917 there were 
16,000 of cooperatives in the Russian 
Empire, which combined more than 
10 million of peasant households. 
Thus basically a half of working pop-
ulation was concentrated in the co-
operative system.

Naturally an organization like that 
needed its own financial centre. Af-
ter all they gave credits to coopera-
tives reluctantly. None of the bank-
ers wanted to deal with small credits. 
In the beginning the cooperatives 
could get money only at the mutual 
aid funds. Later a small credit com-
mittee was established on the basis 
of the State Bank, which performed 
through the credit associations. 
Granted money could only be spent 
on manufacturing tools: to buy 
seeding-machine, to build a mill. A 
whole department of the State Bank 
was occupied checking these credit 
associations. But the total sums of 
money assigned by the government 
for these aims were poor. 

During the first cooperative con-
vention, that took place in Moscow 
in 1908 a decision have been made 
to establish its own central bank of 
co-operation – the future MNB. Ide-
ology and organizational principles 
were developed by Professor Aleksey 
Nikolaevich Antsiferov. He took part 
in elaboration of the bank’s Articles. 

A bank like that had lots of op-
ponents, including the Ministry of In-
ternal Affairs, the supervisor of credit 
cooperative. Nevertheless, the bank 
was established in 1911, its Articles 
were signed in the Ministry of Finance 
on March 3rd.

- Why did they interfere with 
the bank?

- It wasn’t only the revolutionism 
that the officials saw in the bank. Its 
foundation was initiated from below. 
Being created by the major manufac-
turers of the principal export produce 
and claiming to be an independent 
financial and commercial centre the 
bank wouldn’t appeal to anyone. 
Thus it became the sole bank in the 
Empire that wasn’t receiving the state 
credits. Probably that is why it was 
not included in the five biggest banks 
of Russia. 

At the beginning the relationship 
with the government wasn’t going 
too well. Two very pronounced ten-
dencies revealed as early as at the 
stage of discussing the concept of 
development. One part of the share-
holders, St Petersburg cooperators, 
the representatives of small cred-
its administration, insisted on MNB 
to become a practically state bank 
and to receive state’s money. Their 
Moscow colleagues announced their 
rejection of state money. The latter 
won after all. As a result the bank was 
denied in even opening new branch-
es. After a great deal of troubles the 
bank was able to open two branches 

in 1915: one in Novonikolaevsk (now 
Novosibirsk) and the second one in 
Rostov-on-Don. Even though MNB 
was serving the whole country by that 
time.

- How could a bank with three 
branches manage that?

- Basically it became the organ-
izer of mid-sized and small business 
in Russia. The thing is that MNB didn’t 
pursue to increase profit. It may seem 
strange but the point is that two strat-
egies are possible. It is whether you 
earn as much as possible and divide 
the profit between the shareholders 
or you earn less but develop your own 
shareholders. MNB chose the second, 
very unique strategy. It didn’t loan 
to private individuals, but only to its 
shareholders – cooperatives and co-
operative unions, where stock were 
somewhat of a pass to credit system. 
Thus the bank decreased its, let us 
speak modern language, transaction 
costs and financial risks. 

After the first emission the 
stocks were bought by coopera-
tives and some private individuals, 
who were directly related to the 
cooperative movement. During the 
second and the third emissions, and 
until 1918 there were six of them, 
the stocks were bought mainly by 
cooperative unions. That way MNB 
was following a policy of restructur-
ing its clients. Only due to its activity 
they first united into cooperatives 
unions and later into unions of un-
ions. As a result practically all co-
operative movement was related to 
the Moscow Narodny Bank’s activity 
in this or that way. 

Such interactive model where the 
shareholder and only he is the only 
client to the bank on such scale and 
on such conditions, when the main 
goal of the bank was to provide to 
the client and thus to the sharehold-
er with the cheapest possible finan-
cial resources, was not implemented 
anywhere else. The reality of the 
Financial Crisis which invaded the 
global economy in the beginning of 
XXI century, undeniably demands 
rethinking the historically approved 
experience of the beginning of XX 
century and its implementation in 
the contemporary conditions. More 
so, rethinking the role and the place 
of bank institutions, showed in the 
latest researches in the field of gen-
eral economics and finance, gives us 
hope to think that that experience 
will be highly demanded. The bank of 
the future should and must put its cli-
ent in the most favorable conditions 
for the development of his,  client’s, 
business and this is the only way to 
achieve a successful result.

- Did the bank develop its 
shareholders by the means of 
crediting them?

- The bank didn’t just give loans 
to the shareholders. It provided 
the complete service. In 1914 MNB 
opened its own commercial depart-
ment, which was in charge of struc-
turing and optimization of their 
trading transactions. Its scope was 
acquisition of agricultural machin-
ery, fertilizers and suchlike within 
the country and abroad. To develop 
the export activity of its shareholders 
the bank opened commission office 
in London. Why commission office? 
It is just that according to the legally 
approved transactions the bank could 
only perform commission transac-
tions - there were too many of those 
who wanted to work under the retail 
transactions scheme. In other words, 
the authorities of the Russian Empire 
prohibited the bank to work on trad-
ing conditions using its own money 
and the bank was providing the com-
mission services. That is why a com-
mission office was opened in London 
and later another one in New York in 
Broadway. The bank undertook the 
export of many agricultural products. 
Considering what the Russian Empire 
received the foreign currency for, we 
can say that MNB ‘was rolling’. 

It’s not for nothing that the soci-
ety trusted in the bank which showed 
not only in the number of private de-
posits. When World War One started 
war bonds and loans were issued – 
that was done quite easily. Based on 
the allocation order of the Ministry of 
Finance the bank redeemed tranche 
of loan for its own money, and then 
distributed it between the popula-
tion. So the famous banking-house 
of Ginzburg was not able to imple-
ment a single tranche while MNB im-
plemented three of them. That is how 

much the people trusted in the bank. 
By the way during World War One 

our bank acted in a quite non-typical 
way. It would seem that during the 
war one should increase loan interest 
rates and gain the profit. And in fact 
after the war started the rates did in-
crease a little bit, about 8-9% but in-
terestingly enough after a while MNB 
lowered the rates for its clients down 
to 6.5%. Instead of gaining profit the 
bank helped its shareholders.

- How did the bank survive the 
revolution followed?

- The major growth appeared right 
after the February revolution. MNB 
gave active support to the provisional 
government; one of the members of 
the board even became a minister. 
The opening of 30 new branches fol-
lowed immediately stretching as far 
as Habrin. 

The October revolution didn’t 
harm the bank either in the begin-
ning. If you remember on December, 
1917 all banks were nationalized. The 
only bank that wasn’t nationalized 
was MNB. First of all the bank was 
controlled by the socialist-revolution-
aries, who seemed to be allies. Sec-
ondly by the operation principle it was 
absolutely socialistic. That is why 1918 
was the year of the bank’s golden 
age. Being a monopolist it performed 
quite a lot.    

- So it turns out the officials 
were right about the revolution-
ism of the bank?

- Yes, but it didn’t last long. Firstly 
economic freedom gradually dimin-
ished, but that was not even the mat-
ter. What mattered was that many 
newly opened branches were situated 
in Siberia and Ural, where the White 
army and Kolchak were. The admin-
istration of Ural-Siberian branch as-
sociation was founded and of course 
it was cooperating with Kolchak and 
the rest. 

Due to that in particular MNB 
lost its independence on Decem-
ber, 1918. It wasn’t closed, no, but 
it was affiliated as a cooperative 
department to Narodny Bank of RS-
FSR, the future Central Bank. After 
a while Vsekobank (the All-Russian 
Co-operative Bank) was established 
on the basis of MNB with the same 
personas on the board. The only 
person who had to immigrate to 
Paris was Professor A.N. Antsiferov. 

Meanwhile, London subsidiary 
that lost connection with Russia in 
1919 announced its independence. 
On October it was reorganized into 
Moscow Narodny Bank Ltd. The 
board consisted of former share-
holders, such as the heads of co-
operative unions, who happened to 
immigrate. 

- Did they adjust quickly to new 
place?

- They didn’t do well. Without 
proper consideration MNB gave loans 
to such unstable organizations as 
Arkhangelsk-based White Army pro-
visional government or the Kuban 
government. And finally almost went 
bankrupt. As a result the shareholders 
had to give in to persuasion of Leonid 
Krasin, the USSR trade representa-
tive, and to sell the bank. Vsekobank 
became the new owner. Some of the 
members of the board stayed, for ex-
ample the founder of London MNB 
Jean Bubnov. 

That way MNB became a soviet 
bank. At that time they were actively 
building a system of overseas banks, 
the future financial USSR agents 
abroad. MNB was joined by Eurobank 
in Paris, Russian-Persian bank, Dal-
bank. Some of them were established 
from the scratch, the others just like 
MNB were bought from Russian im-
migrants.

- What was the MNB’s role in 
the Soviet economy?

- During the first years it mostly 
played the role of a trading agent 
of the soviet co-operators in Britain. 
Sales volume wasn’t high: the bank 
was catering to the export of but-
ter, fur, meet, flax, hemp and oil 
products, as well as tea import. Some 
branches were open in Europe, but 
later they were closed. In 1933 MNB 
took over the Shanghai branch of 
Dalbank and together with it the bank 
acquired a valuable employee, Andrey 
Ilyich Dubonosov. 

With the arrival of Andrey Ilyich a 
real golden age of the bank began. In 

1959 Dubonosov headed MNB in Lon-
don. Few years after the bank moved 
out from the below stairs in Finsbury 
Square, where it was situated by the 
end of the war and took up four 
floors in London City. And Andrey Ily-
ich got into the top five of Times “City 
Faces”. That’s how high the bank’s 
reputation was. 

MNB was financing the Soviet 
Union’s grain procurement. Its opera-
tions in the currency market and gold 
sales allowed to minimize the state 
budget costs. Not only did Dubono-
sov manage to buy bread without 
revealing the actual state of the grain 
production, but he managed to solve 
those issues in favor of the Soviet 
state. 

MNB arranged syndicated loans 
to finance major projects in the So-
viet Union and the countries of soviet 
camp. In that way the western banks’ 
funds were obtained for the century’s 
Gas-for-Pipes Deal which subject was 
the supply of large-bore pipes from 
Germany to USSR. The same way 
MNB found financing for establish-
ing new joint enterprises, for exam-
ple, Asetko Ltd., founded in order to 
modernize Stavropol Polymer. 

For food and industrial equipment 
procurement by USSR MNB obtained 
millions of dollars from the West back 
at those times during the aggravation 
in the relationship, when they gave 
money to USSR reluctantly. 

- So, practically the European 
banks were breaking embargos 
imposed by their governments?

- Nobody broke any embargos 
and there were none. On one hand 
of course everybody understood that 
it was a soviet bank. On the other 
hand it always held the guarantees of 
Vneshtorgbank, meaning it really was 
a safe borrower. At that time they 
used to say: pays as the Soviet Union, 
and it was the most reliable borrower. 
Businessmen always stay business-
men; they go for profit. There were 
no formal obstacles. For example, af-
ter the Czech events some sanctions 
were imposed on the transactions 
with USSR but they did not apply to 
MNB. 

Here is another interesting story. 
In late 1950’s after the Hungarian 
events our state had problems paying 
with dollars. Any moment our foreign 
currency accounts in American banks 
could be blocked. Currency had to be 
exported to Europe, which happened 
after all. Until around 1957 they 
didn’t use dollars to transact internal 
payments in Europe. The first dol-
lar loan was performed by MNB and 
Eurobank. These banks were the first 
to grant credits in dollars. European 
colleagues liked it so they followed 
us. Thus the Soviet Union became a 
birthplace for Eurodollar. That is how 
it was us who in many respects turned 
dollar into global currency.   

- What did MNB finance abroad?

- The Arab-Israeli war. Western 
Europe refuses credits to the Arab 
world. And MNB had a subsidiary in 
Beirut at that time. Through that sub-
sidiary Syria and Egypt were receiving 
money for grain procurement. 

Besides we took part in financ-
ing large European projects. Thus 
Eurotunnel was built with the use 
of our bank’s money. And owing to 
MNB by the way they used our Ural 
rail tracks.     

Interestingly enough that with 
the help of MNB the first astronaut 
from Western Europe was sent into 
orbit. The idea to send a British man 
to space station Mir appeared in 1986 
during the visit of English parliament 
delegation to USSR. Next two years 
they have been negotiating but failed 
to sign an agreement, since at the 
final stage it turned out that the 
English company Britain in Space 
couldn’t provide the necessary fi-
nancial guarantee. Then Glavko-
smos offered MNB to pay for the 
project. We agreed and started to 
select the candidates. We decided 
that since the prime minister of 
England was Margaret Thatcher 
and the Queen was governing we 
should send a woman into space. 
As a result on May 18, 1991 it was 
a British woman, Helen Patricia 
Sharman, who was sent in space. 
And 5 mln pounds spent on that 
were never returned to us. We 
hoped to invite English sponsors 
but we failed. The British govern-
ment wasn’t supportive either. So 
Helen Sharman went into cosmos 
on our money.  

- Did you personally work in 
English subsidiary of MNB? What 
was the overseas banks system 
like from the inside, hidden from 
ordinary soviet citizens?

 - Until 1980 soviet media wasn’t 
supposed to write about soviet over-
seas banks. Everybody who wanted 
to work in that system had to pass a 
tough selection. We studied in a spe-
cial department of Moscow Finance 
Institute. It was harder to get there 
then to Ministry of Foreign Affairs. 
The whole system had 30-40 people 
at most simultaneously, Central Com-
mittee had more employees. 

Out of 250 MNB employees only 
seven members of the board were 
citizens of the Soviet Union: the chair-
man and the heads of the most im-
portant divisions. The English didn’t 
allow us to have more than seven 
people. And London was considered 
to be quite a liberal place; other coun-
tries had even smaller quotas. 

We had to look the way they look 
in the City. The official salary was 
similar to that of the members of the 
City banks boards. But we had to re-
turn the difference which was about 
90% of the salary. Our real salary was 
similar to that of the first secretary in 
the embassy. The vice-president was 
paid a little bit more – somewhat like 
a soviet trade representative.

- So monthly you earned prac-
tically as much as your mid-level 
managers?

- Less than a half of their figure, 
there was a huge difference between 
the salary of managers and the 
board. But at the same time we got 
free lodging and transportation. They 
have bought some houses each de-
signed for two families. Besides 
we were paid some representative 
costs, but all were very modest. 

Just before our time Andrey 
Dubonosov was almost dismissed 
from office because he bought a 
used Rolls-Royce. He explained that 
he had to deal with the millionaires 
all the time and the lack of a proper 
car could damage the image of the 
bank. But Dubonosov was accused 
of bourgeois degeneration. And the 
only thing that saved him from be-
ing expelled from the Party was the 
Soviet ambassador’s pleading. 

But it still was very interest-
ing job and unique school. The So-
viet banking system was in no way 
similar to the capitalist system. And 
those banks, being situated in the 
capitalist countries, worked by their 
rules. That is why the soviet foreign 
banking system was a source of man 
power. When new banking system 
was created these people with the 
external experience made up its core. 
They prepared the documentation for 
new banks, developed Articles and 
entered the boards. 

- How MNB itself survived the 
break-up of the Soviet Union?

- The end of 1991 was very hard 
time. The existence of soviet over-
seas banking system was threatened. 
Foreign currency authorities of some 
countries insisted on shutting down 
those banks. They made it a condi-
tion for financial support of Russia, 
stressing that our state inappropri-
ately spent its money on the main-
tenance of these banks. We have to 
do justice to Egor Timurovich Gaydar, 
who saved the system. 

When the danger vanished 
in 1995 MNB founded its 100% 
daughter enterprise in Russia - CB 
Mosnarbank in order to establish 
close relationship with its main 
shareholder. The foundation was 
entrusted with me. Funding a bank 
in Moscow was actually coming 
back home. 

Later in 2002 we reached the 
limit. FSA (the Financial Services Au-
thority) placed restrictions on loan-
ing the credits to Russia and on par-
ticipating in Russian business. The 
thing is that our Russian ‘daughter’ 
became so big that any crisis in Rus-
sia could bring down English bank. 
They were afraid of it in Britain and 
prevented our development. 

That is why on December, 2003 
CB Mosnarbank merged with Eu-
robank’s ‘daughter’ (French Russian 
foreign bank), Evrofinance. Found-
ed as such not only did Evrofinance 
Mosnarbank become a lineal de-
scendant, the follower of ancient 
traditions, but also a whole owner 
of noble name of Moscow Narodny 
Bank. 

IMMEDIATE HEIR


