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“Expanding Directive 11! to include dealings in new Russian sovereign debt and the full range of related
derivatives would likely raise borrowing costs for Russia ; prompt Russian authorities to alter their fiscal
and monetary strategies ; put downward pressure on Russian economic growth ; destabilize financial
markets, including Russia’s repurchase market, which is critical for overnight bank funding ; increase
strain on Russia’s banking sector, and lead to Russian retaliation against U.S. interests. However, because
Russia’s economy has extensive real and financial sector linkages to global businesses and investors, the
effects of the sanctions could hinder the competitiveness of large U.S. asset managers and potentially have

negative spillover effects into global financial markets and businesses, although competitive distortions
could be partially mitigated if the EU implemented similar sanctions. Expanding U.S. sanctions to include

dealings in new Russian sovereign debt without corresponding measures by the EU and other U.S.

partners could undermine efforts to maintain unity on Russia sanctions. Given the size of Russia’s

economy, its interconnectedness and prevalence in global asset markets!2, and the likely over-compliance

by global firms to U.S. sanctions, the magnitude and scope of consequences from expanding sanctions to

sovereign debt and derivatives is uncertain and the effects could be borne by both the Russian Federation

and U.S. investors and businesses.”
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