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As Putin declared war on Ukraine, there 
have been many eyes on the debate sur-
rounding the communications network, 
SWIFT, as there were calls to kick Russia 
out of the network. This week, the West-
ern authorities put debate into action.

 

Founded in 1977, SWIFT - the Soci-
ety for Worldwide Interbank Finan-
cial Telecommunications – is owned by 
two-dozen national central banks and 
based in Belgium, a lesser-known finan-
cial technology talent hub, and key en-
gineering talent hub for Motive Partners. 
SWIFT’s 11,000+ financial firm members 
are equipped with terminals to communi-
cate with the other banks in the network, 
as well as its own SWIFT code. So, in sim-
ple terms, it is less a payments system 
and more a messaging platform and it 
enables banks to transfer trillions of dol-
lars each day between all countries glob-
ally, with the exception of North Korea.

 

Removing Russian banks from SWIFT, a 
measure viewed as being on the extreme 
end, has made headlines this week with 
the US and Britain in particular push-
ing to make it a reality. A move like this 
would be catastrophic for the Russian 
economy and financial system, making 
it near-impossible for Russians and Rus-
sian businesses to do electronic business 
overseas. In late August 2014, former 
Russian finance minister estimated that 
blocking Russian access to SWIFT would 
shrink Russia’s GDP by 5%. A move like 
this would surely inch Russia into a cor-
ner, but what would it mean for the rest 
of the world? A central part of the debate 
has been the potential disruption such a 
move would have on energy flows glob-
ally and to Europe in particular, given the 
region’s dependence on Russian exports, 
and the subsequent potential effect on 
energy prices. It would also affect Rus-
sia’s ability to pay outstanding debts.
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However, as war waged in Ukraine, on 
Thursday this week the EU announced 
that it was excluding seven Russian 
banks from SWIFT in agreement with the 
US, Britain, and Canada, stopping short 
of those that handle energy payments. 
Russia’s second-largest bank VTB, Bank 
Otkritie, Novikombank, Promsvyazbank, 
Bank Rossiya, Sovcombank and VEB 
were chosen based on “their connec-
tions to the Russian state” and Ukraine 
war efforts, according to an EU official, 
and were each be given 10 days to wind-
down their SWIFT operations. Sberbank, 
Russia’s largest lender, and Gazprombank 
have been spared because they are the 
main channels for payments for Russian 
energy, which European countries are still 
buying and still need.

 

What does all this mean for SWIFT? 
With Russia forced to find alternatives, 
could this impact SWIFT’s monopolistic 
power and longevity? In short, Russia 
does have other options. With threats 
to be removed from SWIFT after Russia 
annexed Crimea in 2014, Russia estab-
lished its own financial electronic pay-
ments system called SPFS – the System 
for Transfer of Financial Messages. Chi-
na has established a rival network too, 
CIPS (Cross-Border Interbank Payment 
System), albeit only currently settling 
in Yuan. Russian banks could use other 
messaging systems, apps or even email, 
although security, speed and cost are 
considerations. While Western author-
ities are quickly realizing the power of 
SWIFT as a tool against Russia, imposing 
a full ban requires careful consideration 
on a global scale as to how Russia could 
respond. One way or another, we can be 
sure that SWIFT’s next move will be un-
der the microscope.
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