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Economy in lockdown – Tweaking scenarios 

“You should think about the worst-case scenarios and plan for 

them. The world will be crazier than you think it will be”  

Nassim Taleb, author of the Black Swan  

 Waiting for the impact. The data published in March relates to a 
bygone era before the impact of the Covid-19 virus and the oil price 
collapse. It is clear the economy will suffer a sharp decline in 2Q20 due 
to the lockdown and lower oil receipts. April is likely to experience a 
double-digit decline and for Q2 it may be a 5-10% drop. 

 Before the storm. In this report, we make a first assessment of the 
possible impact on the economy for this year and for the next two 
years. The base-case scenario is for a GDP decline of 2.5% this year and 
a recovery of 2% growth next year. The pessimistic scenario shows a 
decline of 5% for this year and another 1% drop in 2021. 

 Too many variables. We hope to be in a better position to tweak the 
macro models by the end of this quarter when, it is hoped, there will 
be a clearer picture for the course of Covid-19 in Russia and globally, 
and also as to where the oil price is heading.  

 Scenarios. We look at the list of inputs that will impact the economy 
this year and next. We also look at the reasons for relative optimism, 
especially as Russia is in a stronger financial position than at any 
previous crisis, and how the post-2014 sanctions have helped position 
the economy to avoid a deeper decline this time. 

 Government managing in phases. So far, the government’s priority is 
to provide support for people and key parts of the economy. It is 
expected that first step changes to be budget and investment priorities 
will be made later this quarter.  

 Oil impact. The recent OPEC+ deal merely prevented Brent from 
crashing to US$20 per barrel. It was never likely to prevent the price 
from falling below US$30 over the short term. The importance of the 
deal is that the OPEC+ structure is back in place and will allow for 
better decision making as the supply and demand trends are clearer. 

 CBR stays conservative. The Central Bank kept rates on hold at 6% in 
March, worried about the trend in inflation. The Governor has since 
stated that the rate may be cut at the April 24th meeting to help 
stabilize the economy. But this will depend on where the ruble is 
trading and the assessment of the country’s financial stability.  

 CBR is not defending the ruble. The CBR has not spent any meaningful 
sum of money to defend the ruble. It learnt the futility of that exercise 
in 2015. The government still prefers a rate close to RUB65/US$ but 
will not try to achieve that until oil starts to rally. 

 Political impact. Approval ratings fell in March, but this is likely 
because of the re-setting of Presidential term limits as the polls were 
before the worst of the epidemic.  

 Sobyanin benefits. In terms of non-public politics, the winner seems 
to be Moscow Mayor Sobyanin, who has been prominent and 
aggressive in responding to the crisis. Typically, the government has 
tended to follow Moscow’s policies with a lag. A sign that he is doing 
well is that he is being attacked in the media controlled by his 
opponents. 

 

 

 

 

 

Key Macro Forecasts  - Base Case
2020E 2021E

Growth, real % YoY -2.5% 2.0%

Industrial Production, % YoY -2.0% 2.5%

Retail sales, % YoY -1.0% 2.0%

CPI - year-end, % YoY 5.5% 4.8%

Budget balance, % GDP -2.0% -0.2%

Current account, % GDP 1.0% 1.8%

Unemployment, % eop 6.0% 5.2%

CBR key rate, % 6.00% 5.50%

Average lending rate, % 8.0% 7.5%

RUB/US$, year-end 74.0 68.0

RUB/US$, average 72.0 70.0

RUB/EUR, year-end 83.0 77.0

RUB/EUR, average 79.0 76.0

Average Brents, US$ p/bbl $36 $48

Source: Macro-Advisory estimates

For full list & YTD data, refer to Appendix 1

Macro Trends February & YTD 2020
February YTD*

GDP, YoY, est 2.9% 1.7%

I.P.  real % YoY 3.3% 2.2%

Retail sales, % YoY 4.7% 3.7%

Agriculture, % YoY 3.1% 3.0%

CPI - end period, % YoY** 2.3% 2.4%

Unemployment, % eop 4.6% 4.7%

CBR key rate, % 6.00% 6.00%

RUB/US$, eop* 78.84р. 78.84р.

RUB/US$, average* 64.10р. 62.96р.

RUB/EUR, eop* 86.70р. 86.70р.

RUB/EUR, average* 69.99р. 69.30р.

Average Brent, US$ p/bbl $53.4 $58.5

Source: Federal Statistics Service  

* to February 28th

** YTD is annualized

Market Trends -  YTD*
Index/Price* YTD *

MICEX Index 2,508.8 17.6%

RDX (Russia) USD Index 1,167.1 -27.9%

MSCI EM Index 848.6 -23.9%

S&P 500 2,584.6 -20.0%

Copper, US$ p/lb $216.7 -22.5%

Brent, Fwd, US$ p/bbl $24.9 -62.3%

Gold, US$ p/oz, spot $1,594.4 5.0%

Wheat, US$ d/bu $564.3 1.0%

RUB/US$ - spot 78.84р. -21.4%

RUB/EUR - spot 86.70р. -19.9%

Russia - Eurobond '30* 3.16%

OFZ - 10Yr, yield* 6.90%

Source: Bloomberg       

* as at 28 February 2020

For full list, refer to Appendix 6

Up Next
Macro Report - March

GDP, % YoY - Prelim - March

CBR Policy Meeting

Business Confidence - April

Markit PMI Manfuacturing 

May Holidays 1-5 May

Markit PMI Services

Victory Day Holidays 9-11 May

Federal Stats Service, CBR, Macro-Advisory

30-Apr

7-May

24-Apr

20-Apr

20-Apr

27-Apr
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Adjusting to Covid-19 and lower oil 

Macro forecast scenarios 

 Extensive revisions. We have reviewed the assumptions used in the macro models we use to 

calculate the various scenarios for economic performance in 2020-22. Under the new base-case 

model we see a GDP contraction of 2.5% this year, a budget deficit of 2.0%, a year-end ruble-dollar 

rate at 74 and Brent crude averaging at US$36 per barrel. 

 Pessimistic scenario. Assuming a lower oil price average of US$28 per barrel and a longer period of 

Covid-19 disruption, we calculate that GDP may fall by 5% this year, the budget deficit maybe 3% of 

GDP and the year-end ruble-dollar rate ending the year at 80. 

 Outlining the assumptions. In this section, we look at the advantages that Russia has coming into 

this crisis compared to previous periods of sharp decline. We also consider the problems and assess 

what areas of the economy will come under greatest strain. 

Coronavirus 

Note: we issue separate Russia and Eurasia Cobid-19 Check-Ups each week, on Monday and Tuesday 

respectively. Refer to these for the latest information about the spread of virus, the various government 

responses and an assessment of the impact on respective economies.  

 Rate of increase slows to 11% daily. As of April 16th, there are 27,938 cases of people infected with 

the coronavirus, and 232 deaths related to it. 

 Holiday, followed by lockdown. The President imposed a one-week holiday from March 28th to April 

4th in a special televised address on March 25th. This was shortly followed by an announcement of a 

self-isolation regime in Moscow, which was then extended to the rest of the country. This regime has 

been extended to the end of April. 

 Economic measures. So far, the government has adopted the same gradualist response to the 

economic threat posed by the coronavirus and the self-isolation regime. Unemployed workers in 

Moscow have been promised payments of about RUB20,000 (about US$270) per month. Self-

employed people and businesses have been given tax breaks, and promises of more lenient 

treatment by their lending banks. 

Sanctions outlook 

 Suggestions that Rosneft Trading SA may be de-sanctioned. Press reports in early April suggested 

that Rosneft Trading SA would be removed from the list of Specially Designated Nationals (SDNs), in 

response to Rosneft’s sale of all its Venezuelan subsidiaries. 

 Russia gifts goods from sanctioned producer. On March 30th Presidents Putin and Trump agreed that 

Russia would send masks and ventilators and other medical aid to help the US deal with the 

coronavirus epidemic. It was subsequently revealed that the ventilators are from a factory belonging 

to KRET, a Rostec subsidiary, which is sanctioned under Ukrainian sanctions.  

  



 

 3 

Macro Monthly 
 

Oil price 

 OPEC+ deal did not save Brent. Despite the OPEC+ and G20 agreement to cut approximately 15 

million barrels of crude from May 1st, the price of Brent fell below US$30 per barrel on April 15th. This 

was as expected. Without the OPEC+ deal the price of Brent would have crashed to US$20 per barrel 

very quickly.  

 Deal provides hope for medium-term price recovery. It is expected that a large amount of the high-

cost US shale production will be cut in the near-term. That expected drop in supply, especially if it 

comes at a time when the current big decline in global oil demand starts to recover, albeit slowly, 

may be enough to help the price of crude rise.  

 Revised forecasts. Based on the expected trend in demand and the production cuts agreed, we have 

revised our Base Case oil price assumption for this year to US$36 per barrel and rising to US$48 per 

barrel next year. Under the Pessimistic Case Scenario, we see Brent averaging US$28 per barrel this 

year and US$33 per barrel next year. 

Confidence 

 Russian business confidence makes a usual seasonal recovery. The monthly, non-seasonally 

adjusted business confidence indicator rose to minus 2 in February from minus 3 in January which is 

the usual seasonal recovery that it makes at this time of year. The indicator is at the same level as 

this time last year. 

 Seasonally-adjusted confidence slightly down in January. The seasonally-adjusted data comes with 

a one-month lag. It fell to minus 2.8 in January, down from minus 2.1 in December 2019. 

 Central Bank consumer confidence index rises slightly in March. The consumer confidence indicator 

commissioned from FOM (Public Opinion Foundation) by the Central Bank of Russia (CBR) was 96 in 

March, one point up from the level in February of 95. 

 Manufacturing PMI is not as weak as expected in March. The manufacturing PMI was 47.5 in March, 

down on 48.2 in February. We were expecting a much worse number given that the situation in other 

countries is much worse because of the coronavirus, and that other PMI reports across the world 

were more negative. 

 Services PMI sharply down. The Services PMI fell to 37.1 in March, down from 52 in February. This 

is the lowest level since 2009. 

Economics 

 Leading indicator bounces in February. The GDP leading indicator showed 2.9% growth in February, 

well up on the 1.7% growth in January (restated upwards from 1.6%). The standout number here was 

retail turnover, up 4.7% year-on-year, but there were also contributions from industrial production, 

which was up 3.3%, and agriculture, up 3.1%. 

 Policy response to coronavirus. The government estimates that its stimulus measures will amount 

to about 1.2% of GDP, to be met from existing reserves. They mostly consist of budget support to the 

regions and tax breaks for companies, and we expect that this stimulus will be extended as the impact 

of the virus grows. 
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 Industrial growth rises. Industrial production was up 3.3% year-on-year in February, a marked 

improvement on the 1.1% year-on-year seen in January. The main driver on this was manufacturing, 

up 5% year-on-year, well up on the 3.9% year-on-year in January. 

 Car sales turn down. Car sales were down 2.2% year-on-year in February after being up 1.8% year-

on-year in January. LCV vehicle sales gained in March, but this is considered a knee-jerk move by 

buyers to get in ahead of the ruble devaluation impact on the price of imported vehicles. 

 Best retail sales growth for five years in February. Retail sales were up 4.7% year-on-year in 

February, well up on the strong 2.7% year-on-year in January. This is the highest growth rate for five 

years.  

 Real wage growth continues to improve. Real wages grew 6.5% year-on-year in January and by 7.0% 

YoY in February. There are some questions about the data here, as there appear to have been 

revisions. 

 Budget remains in deficit in February. The federal budget is calculated to have been in deficit equal 

to 1.2% of GDP in February, down from 1.8% in January. But, the preliminary data shows there to 

have been a surplus in March. 

 Balance of trade falls back in January. Russia’s balance of trade was US$12.5 billion in January, down 

on the US$ 15.5 billion reported in December. 

Central Bank 

 Ruble-oil link remains firm on the downside. The ruble lost 15% against the US dollar in March, and 

was down by 21.4% in Q1. The main driver here is the oil price, which fell 50% in February and lost 

62% in Q1. 

 Oil weakness will bring the ruble with it. The fact that the OPEC+ deal has not been able to support 

the oil price over the short-term is not a surprise. This means that the ruble exchange rate will also 

drop over the short-term before stabilizing and staging a recovery later in the year as oil is expected 

to do.  

 CBR keeps its hair shirt on. The CBR’s board kept rates unchanged at its meeting on March 20th, 

which was intended to be read as an accommodative monetary policy, given that they would 

normally tighten rates in reaction to the expected inflationary impact of the weaker ruble. 

 FX purchases become sales. The Central Bank has moved from being a buyer to a seller of FX on 

behalf of the Ministry of Finance, in anticipation of a fall in tax revenues because of the lower oil 

price. Where previously the CBR was buying between RUB15 billion and RUB20 billion per day to 

generate FX for the national wealth fund, now it is selling about RUB 15 billion a day. 

 Ministry of Finance announces FX sales from NWF. On April 3rd the Ministry of Finance said that from 

April 7th through May 12th it would sell US$ 1 billion from the NWF to compensate for lost oil and gas 

revenues. 

 CBR reserves hit by global turmoil. The CBR’s FX reserves rose to US$570 billion at the beginning of 

March, the highest level for over ten years. However, by end March 20th the value was down US$7 

billion at $563 billion. This is because of the loss in dollar value of its non-dollar holdings. 
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 Inflation continues to fall. Inflation fell to 2.3% year-on-year in February, down from 2.4% year-on-

year in January. But it gained slightly, to 2.5% at end March. 

 Food price inflation lower. Food price inflation fell to 1.8% year-on-year in February, down from 2.1% 

year-on-year in January, and well below its average rates last year. This indicator also picked up 

modestly at end March, to 2.2%. 

 Producer price deflation remains. PPI inflation was minus 1.2% year-on-year in February, lower than 

the 0.7% year-on-year reported in January. 

Politics 

 Delay to Constitutional vote. On March 25th, the President announced in a televised address to the 

nation that the vote on the Constitutional amendments would be delayed to a later date because of 

the coronavirus epidemic. This will not alter the outcome of the vote or of the Constitutional 

amendment process. 

 Implications of the delay to the Constitutional vote. It is not expected that the Duma will be 

dissolved once the Constitutional amendments come into force. There is a small possibility that the 

Duma may choose to exercise its new powers and choose a new government. There is no signal either 

way from the President. 

 Three main agents in the epidemic response. The most prominent actor has been the Moscow 

Mayor Sergei Sobyanin, who heads the State Council’s working group on the epidemic, and has been 

prominent in state media. The next major player is the cabinet. Finally, Dmitry Medvedev has been 

shown on TV as leading the work of the Security Council. 

 Sobyanin seems to be the winner. He has clearly been ahead of other players in calling for strong 

self-isolation measures, at a time when there did not seem to be a great threat or need to shut down 

the economy.  

 Putin’s rating falls in March. The President’s approval rating was 63% in March, sharply down from 

69% in February. The Prime Minister’s rating fell from 52% to 51%. The polls were conducted between 

March 18-25, so before the President’s address to the nation on March 25th. 

 Optimism on Russia’s direction falls. The number of respondents considering that Russia is headed 

in the right direction fell to 48% in March, from 53% in February. This could either be because of the 

lack of action over coronavirus (which at this point was more a perceived than actual threat) or it 

could be unhappiness with the Constitutional amendment that re-sets Presidential term limits. 

 Likelihood of protests falls. A February poll showed that 24% of the population would be willing to 

take part in economic protests, the lowest since the 2018 pension reforms. The same poll showed 

24% willing to take part in political protests, again a recent low. 

Capital markets 

 Russia hit by coronavirus and oil. The RTS Index was down 22% in March after falling 14% in February, 

giving a total fall of 35% in 2020. At this point, it is hard to separate out the effect of the fall in the oil 

price and the coronavirus epidemic, although it is worth noting that Brent fell 5% in March. 
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 Rosneft sells Venezuelan assets. Russia’s largest oil company announced on March 28th that it had 

sold all its Venezuelan assets to a Russian state company in return for 9.6% of Rosneft’s shares. These 

shares will be held by Rosneft as Treasury shares. 

 Sistema and BVCP increase stakes in Ozon. Sistema and Baring Vostok Capital Partners (BVCP) 

announced that they had converted into equity their loans made to Ozon in 2019. This increases 

Sistema’s stake to about 43%, and BVCP’s stake to about the same. 

 OFZ sales on hold in March. The MinFin said on March 11th it would not be selling OFZs while there 

was so much market turmoil following the failure of the OPEC meeting, and the sharp fall in the oil 

price. The last time we saw this sort of pause was in the aftermath of the announcement of sanctions 

on Deripaska and Vekselberg. 

 Non-resident OFZ holdings rise again in March. The Central Bank reported that as of March 1st, 

foreigners held about 35% of outstanding OFZs, the highest level ever. However, we expect that this 

share will fall as the post-OPEC period saw significant selling by foreigners. 
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Economic forecasts:  Looking at Scenarios 

“An economist is an expert who will know tomorrow why the 

things he predicted yesterday didn’t happen today” 

Evan Esar, author of Esar’s Comic Dictionary (1943) 

Too many questions. It is a statement of the obvious to declare it too early to make anything close to accurate 

predictions for the trend in the economy through to the end of this year and for 2021. There are far too many 

variables that may justify multiple scenarios and forecast trends. What is clear is that after a generally positive 

start to the year in 1Q20, the 2Q20 data will be dreadful. GDP may contract by up to 20% this quarter because 

of the tight lockdown. The question is what will happen in 2H20 and into 2021. The answers to this question 

will depend on: 

 How long the economy is in lockdown? 

 What will be the pace of recovery, e.g. which industries will reopen first and how quickly all will be 

able to reopen and return to previous activity level?  

 What will be the legacy impact on the global economy and on demand for commodities? 

 Where will the oil and gas prices trade and how much volume will Russia be able to export? 

 How much of the country’s financial reserves will be spent supporting people and the economy 

during the crisis and how much will remain available for investment? 

 How much damage will be done to business and consumer confidence and how long will it take for 

recovery? 

 Where will the ruble trade and what will be both the Central Bank’s key rate and the average rate 

charged by banks to different customer categories? 

 How much damage will be done to bank’s balance sheets and how long before they may be able to 

resume lending to A) big industries, B) SMEs and C) individuals? 

Far too early. As we can see, it is far too early to make accurate assessments for any of these questions. There 

may be clarity by mid-year. Meantime, any projections made by any organization or individual is best 

guesstimate only.  

Predictions of doom were wrong last time also. Recall that in 2014-15 there were many widely published 

projections about a deep recession in 2015 and extending into 2016. There were also many forecasts of a 

financial crisis and even a few commentators predicted that Russia would run out of money. None of these 

pessimistic scenarios happened. This was because of much greater fiscal discipline and policy flexibility, i.e. 

when faced with such a difficult situation the government adopted the right course of action. This time it has 

much greater financial resources at its disposal and a budget that is less vulnerable to weaker oil receipts. 

(please refer to the Op-Ed we published in Russia Matters in early April – Appendix 7) 

Who is saying what this time? 

TsMAKP The Center for Macroeconomic Analysis and Short-term Forecasting (TsMAKP) published an 

outlook for the economy and are forecasting GDP decline of 2.3-2.5% for this year and by 

between 0.5 and 0.8% for 2021. It set out the negative backdrop of lower oil and global 

economic decline but then added the positives of an expected strong government effort to 

combat unemployment, support income, contain inflation, and efforts to encourage greater 

investment.  
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Central Bank  The CBR expects the impact of the lockdown and lower budget spending to result in a 

contraction of 1-2% this year. 

Finance Min. The Finance Ministry is currently predicting a contraction of 1.3% for this current year.  

IMF IMF expects Russian GDP to drop by 5.5% YoY in 2020. This is based on a negative view of 

both the oil price trend and the global impact of Covid-19. The IMF admits that its forecast 

for Russia will largely depend on the scale of the global recovery outside of Russia. It 

intends revisiting the forecast in June. 

World Bank The World Bank’s initial assessment for Russia is that the combination of the Covid-19 

pandemic and lower oil receipts may lead to a recession of 1.0% this year and with a rebound 

in 2021 based on the assumption of oil price recovery. 

Alexei Kudrin The Head of the Audit Chamber said the situation this year may resemble that of 2009 when 

GDP contracted by 8%. But, as we have pointed out, there are very big differences between 

2008/09 and this year. Alexei Kudrin has always adopted a pessimistic outlook when it 

comes the economy and budget. When he was Finance Minister, he was forever predicting 

a collapse in the oil price and a hit to the economy. Twice he was correct.  

Differences – both strengths and weaknesses  

Differences to previous economic crisis. The history of forecasting tells us that the four most dangerous words 

in the English language are “it’s different this time”. But, even with that in mind, we can reflect on important 

differences, some much worse and others better, that will play a key role in how this economic crisis plays out 

and how it impacts to economy.  

What’s worse? 

Covid-19 The modern world has never faced such a pandemic. Never before have most of the world’s 

economies had to shutter and people stay at home. At this stage, it is pure guess-work to 

estimate how long this current situation, i.e. shuttered economies, will last. It is also in the 

realm of guesswork how quickly the global economy will return to the previous normality 

and output.  

Oil The uncertainty about the global economy also means there is uncertainty over future oil 

demand, i.e. how much and how quickly will it recover? The situation with regard to supply 

is changing daily, especially in the US shale projects. But, against this backdrop of a demand 

shock, there is little or fragile supply coordination. The OPEC+ and G20 looks fragile, at best, 

and is clearly not enough to compensate for the current loss in demand. How these groups 

react to the coming trend in demand, whether rising or falling, is completely uncertain.  

Globalization Global economies are much more integrated than used be the case. This is the first truly 

global economic collapse. It swept across the plant from East to West with remarkable 

speed. That may mean the recovery will be equally surprisingly quick but it also mean that 

legacy problems in any one region will prevent recovery in global trade, commodities and in 

other parts of the world economy. It is simply unknown. 

  



 

 9 

Macro Monthly 
 

People’s expectations In Russia there is the added factor that public opinion has been changing for many 

years. People are less tolerant of failed economic and social policies and strategies 

and are more likely to express their frustration with protests or in the ballot box 

(see commentary in politics section later). It was already clear to the Kremlin that 

it had to deliver an improving economic performance in the next few years, 

including a recovery in real disposable incomes, if the 2024 political transition is to 

be managed trouble-free. That will now be more difficult to deliver. 

What’s better? 

Better financial position Russia is in a much stronger financial position than at almost any time in its history, 

certainly when compared to previous periods of financial crisis. This is due in large 

part to the impact of Western sanctions and the shock of the 2014-15 oil price 

collapse. The combination forced the government into adopting much greater fiscal 

discipline and also adopt policy flexibility. It led to the ruble free-float and the 

Budget Rule, both of which mean that the economy is much less exposed to the 

weaker oil price than it used or, or would have been without the need to adjust to 

sanctions: 

o The Central Bank’s reserves (FX plus gold) are valued at US$563 bln 

o The National Welfare Fund had US$160 bln as of March 1st 

o The budget may balance at US$42 per  barrel oil this year with a ruble-

dollar average rate of 75 and all else being equal with spending and 

revenue (which they will not of course) 

o National debt is less than 15% of GDP and external Sovereign debt is 

less than 3% of GDP. It means there is no debt service or repayment 

pressure 

Economy has adjusted  The economy has adjusted to living and working under some pressure over the 

past five years. That is not to say that the economy is adjusted to the current 

crisis in any material respect but there is not the same sense of shock as hit most 

of the big European or US economies 

Oil is less critical The Budget Rule has weaned the budget, and the broader economy, off high oil 

revenues. For sure, oil receipts are important for project spending, such as the 

National Projects, and to cover spending deficits but, there is no longer the same 

correlation between boom and bust with rising and falling oil as there used to be. 

Ruble is free-floating The free-floating ruble has also had a positive impact on the budget and some 

sectors that have grown on the back of the greater competitiveness that the weak 

ruble has afforded them on both the domestic and export markets. Agriculture and 

food processing are two obvious sectors. The weak ruble has of course badly hit 

household incomes and this is one reason why President Putin has made such a big 

issue about promises to rebuild real incomes over the remaining years of his 

presidency. 
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Import substitution The weak ruble, plus sanctions banning the import of many foreign food items, has 

helped boost the local content in the average food basket and in the manufacturing 

sector. The recent decline in the ruble will add to that. It means that the ruble 

collapse will not lead to the same spike in inflation as was seen previously, e.g. in 

1Q15.  

Phases of response 

Dealing with the crisis in stages. As with any crisis, there are different stages that follow in sequence for 

adapting to the event, surviving through it, adapting to the changes and then managing the recovery phase.  

Phase 1 Emergency measures to contain the spread of the virus and to bolster the health systems. 

These are largely in place or are underway. 

Phase 2 Reviewing budgets and debt obligations: In most instances this will involve cutting spending 

plans to reflect lower tax receipts. In some instances it will also involve countries considering 

debt restructuring, to reduce the debt service costs and/or delay redemptions. In a few 

instances it will lead to talks with international donor agencies to access grants, aid or loans. 

It is expected that the government will review the existing budget (see below) before 

summary but may only make interim adjustments. The more substantive changes are more 

likely to come in the autumn when the impact of Covid-19, but globally and domestically, is 

better known and the oil price trend may also be better understood.  

Phase 3 The governments, and major state enterprises, will revisit their development plans and 

strategies with the view to changing or re-prioritizing. This is because previous assumptions 

will have changed; some for a calculated period of time and some others indefinitely. Major 

companies will have to redo strategic plans to eliminate lost opportunities and, in many 

instances, to position for emerging or newly created opportunities.  

Phase 4 The recovery phase: When the virus starts to subside or is brought under control, the 

government will have to manage the recovery process carefully. It has always been observed 

in history that many businesses struggle in the initial stages of an economic recovery and 

there is a high instance of company failures. Access to cash flow, the recovery of supply 

chains, the attitude of banks, and the availability of state support, are all factors, which will 

have to be taken into account and handled correctly.  

Phase 5 Managing the legacies: This may mean long-term government policy changes, e.g. an 

emphasis on localization of key industries and process and a review of previous growth 

plans, and specifically, how to make them happen. How to attract investment and to 

improve the business and investment climate to attract investors at a time when all others 

are trying to do the same. Major corporations will face the same issues.  
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Budget revision  

Recently revised budget. In March, the revised budget was approved. This reflects the new spending plans 

promised by the President in his address to the Federal Assembly in January. The revised assumptions (see 

table below) show that the plan was to have 65% of revenues from non-oil and gas sources. The surplus was 

to fall over the period, but the government had planned to continue to follow quite a tight fiscal policy, 

notwithstanding its stated aims of boosting spending via social transfers and the National Projects. 

Interim adjustment. It is expected that the budget assumptions will undergo some interim changes in the 

early summer. These will reflect: 

 The lower hydrocarbon receipts 

 Lower taxation from other parts of the economy as activity is shuttered or stopped, e.g. in 

manufacturing and retail sectors 

 The cost of emergency disbursements to support people and key parts of the economy 

 The cost of employment subsidies 

 Tax holidays granted  

 The one-off receipt of the profit made by the Central Bank when it sold its equity holding in Sberbank 

to the National Welfare Fund (see Capital Markets section later). 75% of the profit is expected to be 

returned to the budget 

Bigger adjustment in the autumn. More substantive changes to the budget will likely come in the autumn, 

including to the National Projects spending programs, when the oil price trend and the impact of the 

coronavirus pandemic may be better understood.  

 

  

Federal Budget, bln rubles - Adopted March 2020

2020E 2021E 2022E

Average Urals , US$ p/bbl* $57.0 $56.0 $55.0

Average Ruble-Dol lar rate 65.7 66.1 66.5

Total Income, RUB bln                      20,594                      21,892                      22,814 

Non Oi l  and Gas  revenue                      13,070                      14,072                      14,941 

Oi l  and Gas  revenue                        7,524                        7,820                        7,872 

Increase in income                           214                           646                           755 

Total  Expenditure, RUB bln                      19,666                      21,191                      22,441 

Increase in expenditure                           163                           557                           678 

Planned surplus (% of GDP) 0.8% 0.6% 0.3%

% of Budget Renues  - Oi l  & Gas 36.5% 35.7% 34.5%

% of Budget Renues  - Non-Oi l  & Gas 63.5% 64.3% 65.5%

Source: TASS                        * add approx US$2 p/bbl for Brent US$ p/bbl equivalent 
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Macro forecast changes 

Preliminary changes. While acknowledging that it is far too early to make meaningful adjustments to our 

macro forecasts for this year and up to 2022, it is clear that the original assumptions are now mostly 

redundant. Below is the table with our revised base-case scenario assumptions for 2020-22. We have also 

calculated both more pessimistic and more optimistic scenarios and show these numbers in the table later. 

The key changes include: 

GDP growth The economy grew strongly in 1Q this year (see commentary later) but this in this 

quarter it is expected to contract by at least 5% and maybe close to 10%. The 

economy is mostly closed down and people are confined to their homes. The 

question is how quickly the return to work will be allowed and what resources 

people and companies will have.  

 A major growth negative for the economy is that the size and contribution of SMEs 

to the economy is small. It is estimated at between 20-25% of GDP. The big state 

sector and legacy industries dominate. This will actually help the headline numbers 

to some extent as the bigger companies will survive better and recover faster. 

 Under the base-case scenario, GDP is expected to contract by 2.5% this year and 

recover to 2.0% growth in 2021. Under the Pessimistic Scenario, this year’s 

contraction would be 5.0% and extending to a 1.0% decline in 2021.  

Inflation The Central Bank had a target of 4.0% for year-end inflation this year. This is partly 

due to the base-effect from last year and also because of the planned rise in 

disposable incomes and wages. Spending, both by the government and by 

households, will be a lot less than expected so that will ease pressure. But the weak 

ruble will have an impact on imported costs, albeit less than previously as the 

import content is less. But, we do see greater inflation pressure that has been 

expected and raise the year end rate under the base-case scenario to 5.5%. Under 

the more pessimistic scenario the year-end rate is 6.5%.  

CBR Key Rate The Central Bank Governor has indicated that she would like to resume cutting the 

key rate “soon” in order to help the economy. But that will not be possible, or very 

unlikely, so long as there is pressure on the currency and the banking system. 

Budget There are many variables to take into account with the budget (see commentary 

above). President Putin would likely be comfortable with a 1.0% deficit this year if 

it were for only one year. Hence, we assume a flat or very modest deficit in 2021 

and a small surplus the year after. Under the Pessimistic Scenario, where the oil 

price is much lower, then there would be fewer options and the deficit would likely 

be 3% this year and 1% next year. 

Current Account  The Current Account surplus will shrink because of the drop in the value of the 

trade surplus, but there should still be a current account surplus as imports will also 

shrink. Both the Current Account and the Trade Balance will depend on the oil price 

and the value of hydrocarbon exports. 
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Ruble Exchange  Under the base-case scenario, the ruble-dollar rate may end the year at 74 and 

drop back to the government’s preferred rate in 2022. Under the pessimistic 

scenario, with a much lower oil price average, the year-end rate would likely be at 

80 and remain above 70 versus the dollar for next year and 2021. 

Oil Price Looking at the expected trend in oil demand for this quarter and the remainder of 

this year, it is clear that the price of Brent will remain under pressure. The table 

below shows our assumption for the four quarters of this year and, from these, the 

calculation for the annual average. 

 

The key assumptions used are: 

 Oil demand will drop by 20 million barrels on average per day in Q2 (see table earlier) before cutting 

that loss to 10 million barrels per day in Q3 and 5 million in Q4. 

 The global economy will be most affected by the Covid-19 crisis and lockdown in Q2 but that the 

recovery from this “activity trough” will be gradual and full resumption of previous activity and 

behavior levels will not come until 1H21. 

 The OPEC+ deal will hold but will have to be adjusted later this year. 

 US production will be correlated with the average oil price. So that as the oil price recovers then so 

too will US shale oi production. OPEC+ will be very sensitive to this and will adjust output to try and 

suppress US oil production recovery. 

 That suggests that the oil price average will only grow modestly in 1H21 and that the previous price 

average of US$65 per barrel is unlikely for several years. 

 
  

Brent, US$ p/bbl. Trend and Forecast

2018 2019 2020E 2020E 2020E 2020E 2020E 2021E 2022E

Q1E Q2E Q3E Q4E Year

Brent, US$ p/bbl $72.0 $63.0 $45.0 $25.0 $35.0 $40.0 $36.3 $48.0 $56.0

Source: Bloomberg, Macro-Advisory estimates

Revised Base Case Scenario for the economy in 2020-2021
2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E

GDP, RUB bln, nominal    70,499    77,200    84,320    90,222    95,004    99,944  105,741  112,866    122,266    130,744 

GDP, US$ bln      2,210      2,000      1,360      1,347      1,635      1,592      1,633      1,568        1,747        1,951 

Growth, real % YoY 1.3% 0.7% -2.8% -0.2% 1.5% 2.3% 1.3% -2.5% 2.0% 2.4%
CPI - year-end, % YoY 6.5% 11.4% 12.9% 5.4% 2.5% 4.3% 3.0% 5.5% 4.8% 4.0%
CPI- average, % YoY 6.8% 7.8% 15.6% 7.2% 3.8% 2.9% 4.5% 4.5% 5.0% 4.5%
Gross fixed investment, real % YoY 0.9% -1.0% -11.0% 0.8% 3.5% 4.3% 2.4% 1.0% 2.0% 3.0%
Industrial production, real % YoY 0.4% 1.7% -0.8% 2.2% 2.1% 2.9% 2.4% -2.0% 2.5% 3.0%
Agricultural output, % change YoY 3.1% 1.2% 3.5% 4.8% 2.4% -0.8% 4.1% 4.0% 4.2% 4.5%

Central bank key rate, % 17.0% 11.0% 10.0% 7.8% 7.75% 6.25% 6.00% 5.50% 5.25%
Bank average lending rate, % 9.5% 11.3% 16.0% 13.0% 10.5% 10.0% 8.5% 8.0% 7.5% 7.0%

Retail sales, % YoY 3.9% 2.5% -10.0% -5.2% 1.2% 2.6% 1.7% -1.0% 2.0% 2.3%
Real disposable income, % YoY 4.8% -1.0% -6.5% -5.9% -1.7% 0.1% 0.8% -2.5% 0.2% 1.5%
Unemployment, % EOP 5.6% 5.3% 5.6% 5.4% 5.0% 4.7% 4.6% 6.0% 5.2% 4.8%

Budget, balance % of GDP -0.5% -0.5% -2.4% -3.4% -1.4% 2.7% 1.8% -2.0% -0.2% 0.2%
Current account, % GDP 1.6% 3.0% 5.3% 1.9% 2.1% 7.1% 4.3% 1.0% 1.8% 2.4%

RUB/US$, year-end 32.9 61.4 73.5 61.3 57.7 69.4 62.0 74.0 68.0 65.0
RUB/US$, average 31.9 38.6 62.0 67.0 58.1 62.8 64.8 72.0 70.0 67.0

RUB/EUR, year-end 45.3 72.0 79.7 64.5 69.7 79.5 69.5 83.0 77.0 71.0
RUB/EUR, average 42.3 51.5 67.0 74.0 68.0 73.9 71.5 80.0 79.0 76.0

Brent, US$ p/bbl, average $108 $100 $54 $45 $55 $72 $63 $36 $48 $56

Source: State Statistics Agency, Central Bank, Macro-Advisory estimates



 

 14 

Macro Monthly 
 

Scenarios 

Too early for extreme assumptions. As mentioned in the earlier commentary about the Covid-19 and oil price 

effect, it is far too early to make reasonable assumptions about the effect on the economy or on government 

policy changes. We will have a better basis for conclusions in a few months. But quite obviously a prolonged 

period of low oil prices, whatever the cause, will start to have an impact if the price stays very low for too 

long. Historically prices tend not to stay at the depths for too long because you get either a supply or a demand 

adjustment relatively quickly. Covid-19 will certainly complicate the latter.  

 

Probability 

A higher risk of bad or worse case. Our revised model (see commentary earlier) still calculates a 50% 

probability that the base-case scenario assumptions will be achieved in the next three years. But, the risk of a 

drop down to the pessimistic scenario is rising on the back of the impact of Covid-19 and the threat of a 

resumption of a destructive oil price war with Saudi Arabia. We now see a 45% probability of the Pessimistic 

Case, up from 35%, and may also have to revise this in the coming weeks depending on what happens with oil 

and the global economy. 

 

  

Covid & Low Oil Scenarios: 2020-22 
2018 2019E 2020E 2021E 2022E 2020E 2021E 2022E 2020E 2021E 2022E

Growth, real % YoY 2.3% 1.3% -0.5% 2.2% 3.0% -2.5% 2.0% 2.4% -5.0% -1.0% 1.0%

CPI - year-end, % YoY 4.3% 3.0% 4.5% 4.0% 3.3% 5.5% 4.8% 4.0% 6.5% 5.5% 5.0%

Central bank key rate, % 7.8% 6.3% 5.50% 5.00% 4.50% 6.00% 5.50% 5.25% 6.75% 6.00% 5.50%

Retail sales, % YoY 2.6% 1.7% 0.5% 2.5% 3.0% -1.0% 2.0% 2.3% -3.0% 0.0% 1.0%

Real disposable inc., % YoY 0.1% 0.8% -1.0% 0.2% 1.0% -2.5% 0.2% 1.5% -4.0% -1.5% 0.3%

Budget, balance % of GDP 2.7% 1.8% -1.0% 0.0% 0.5% -2.0% -0.2% 0.2% -3.0% -1.0% -0.1%

Current account, % GDP 7.1% 4.3% 2.0% 2.5% 3.5% 1.0% 1.8% 2.4% 0.5% 1.0% 1.5%

RUB/US$, year-end 69.4 62.0 68.0 65.0 64.0 74.0 68.0 65.0 80.0 75.0 72.0

RUB/EUR year-end 79.5 69.5 77.0 72.0 71.0 83.0 77.0 71.0 90.0 86.0 82.0

Brent, US$ p/bbl, average $72 $63 $40 $55 $60 $36 $48 $56 $28 $33 $45

Optimistic Scenario Base Case Pessimistic Scenario

Source: Macro-Advisory Ltd estimates

Probability for Macro Scenarios, 2020-22

Scenarios Probability

Optimistic 5%

Base Case 50%

Pessimistic 45%

Source: Macro-Advisory estimates 
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Russia’s Coronavirus response 

“I can tell you for sure that there has been no peak yet whatsoever” 

Mayor Sobyanin, speaking about the virus growth in Moscow 

Macro-Advisory is publishing weekly updates on the coronavirus epidemic in Russia (every Monday) and in 

the Eurasia Region (every Tuesday). Please check these reports for the latest updates. See Appendix 9 for a 

list of Russian Government actions and restrictions put in place in an effort to control the spread of the virus. 

Increase in new cases. In Russia, the number of new cases steadily increased over the week to about 18,000, 

but the percentage increment has steadily fallen to the low teens instead of the high teens. The death count 

remains relatively low at 148, which is much lower than other countries at this stage of the pandemic. 

Gradualist approach to economic response. President Putin’s address to the nation contained marginal 

improvements in assistance for the poorest and unemployed, but no broad economic package, and no sectoral 

assistance. There are reports that the government is preparing a large-scale support package, although we get 

the sense there is a bit of double counting of existing measures. 

Self-isolation tightens in Moscow. On April 11th and 12th Moscow Mayor Sobyanin announced that all non-

essential companies would be shut. From April 15th, anyone travelling by public or private transport will have 

to get a special digital code of which two will be given per week. This is due to compliance worsening in the 

second week of the self-isolation regime. 

Reports about economic stimulus. On April 10th, Bloomberg reported that the government is preparing a 

stimulus package worth about RUB1.0 trillion (US$13.5 billion). It is not clear if this is simply what the 

government has already promised, which costed about RUB1.3 trillion (US$17 billion) or if this will be extra 

money. This will be financed by extra borrowing, not by tapping the National Wealth Fund (NWF), which 

currently is worth about US$165 billion. 

Social safety net. The gist of the economic help is that the government is gradually making more money 

available to the poorest and the hardest hit, but only if there is extreme, direct need. If the Western economies 

are flirting with policies that verge on Universal Basic Income, Russia is still building a basic social safety net. 

Regional aspect. The President chose to make his April 8th live address in the form of a meeting with governors 

because the crisis is starting to move from Moscow to the regions, and also because there are signs that anti-

pandemic measures at a regional level are threatening Russia’s federal unity. 

 

  

Russia, Coronavirus Infections

Source: Russian Government
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Rate of increase slows to 11% daily. One important factor is that Moscow has been the main center of the 

outbreak, and also where resources have been concentrated, both in terms of tracking those infected, and 

hospitalizing and isolating those with symptoms. It seems likely that there will be regional outbreaks in the 

coming weeks, and the question is whether these regions will be as able to deal with the situation as Moscow, 

which is much richer. It is likely that Moscow’s resources will be made available to the regions, especially those 

closer to the capital. 

Holiday, followed by lockdown. The President imposed a one-week holiday from March 28th to April 4th in a 

special televised address on March 25th. This was shortly followed by an announcement of a self-isolation 

regime in Moscow, which was then extended to the rest of the country. This regime has been extended to the 

end of April. The general pattern is that the authorities have announced voluntary measures, which have been 

ignored by a significant minority, which has led to tougher measures and threats of punishment. So far though, 

no one has been arrested. The plan is to enforce the self-isolation regime using a mixture of facial recognition 

CCTV and specialized apps, but these have not yet been rolled out. 

Economic measures. So far the government has adopted the same gradualist response to the economic threat 

posed by the coronavirus and the self-isolation regime. Unemployed workers in Moscow have been promised 

payments of about RUB20,000 (about US$270) per month. Self-employed people and businesses have been 

given tax breaks, and promises of more lenient treatment by their lending banks. The government already has 

a stimulus program in place, in the form of the National Projects. The Central Bank of Russia has kept rates on 

hold, at a time when they might have raised them because of the ruble weakness caused by the fall in the oil 

price. There will be payment holidays on loans, although the details on these are emerging slowly, and banks 

are naturally resisting this. As with the social distancing rules, the general plan seems to be to respond to 

problems as they occur.  

Unemployment impact. Leaked government documents suggest that 4.3 million people may lose their jobs in 

the sectors most immediately affected by the coronavirus, or about 5% of the workforce. The unemployment 

rate is 5%. Unemployment benefits at the minimum wage will cost about US$1.0 billion a month, which is 

manageable, but the government will be looking to end the isolation regime soon to make space for a stimulus 

package to restore these jobs. 
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Sanctions Update: Congress is distracted 

Suggestions that Rosneft Trading SA may be de-sanctioned. Press reports in early April suggested that 

Rosneft Trading SA may be removed from the list of Specially Designated Nationals (SDNs) in response to 

Rosneft’s sale of all its Venezuelan subsidiaries. (The business aspects of this are discussed in the business 

section below). This seems likely to us, as we have a precedent of NNC being removed from the list of SDNs 

when it ceased trading with North Korea. In other words, there is a precedent that when sanctions are 

imposed in relation to a given action, the sanctions are removed when the sanctioned body ceases that action. 

This is not a change in policy overall and especially not towards sectoral sanctions in regard to actions in 

eastern Ukraine. 

Russia gifts goods from sanctioned producer. On March 30th Presidents Putin and Trump agreed that Russia 

would send masks and ventilators and other medical aid to help the US deal with the coronavirus epidemic. It 

was subsequently revealed that the ventilators are from a factory belonging to KRET, a Rostec subsidiary which 

is sanctioned under Ukrainian sanctions. The shipment was half paid for by the Russian Direct Investment 

Fund (RDIF), and half by the US State Department. RDIF is also sanctioned, but the State Department clarified 

that this is only for debt and equity transactions and therefore not applicable to medical aid. This is most likely 

a one-off and one should not expect that the coronavirus epidemic will lead to sanctions being lifted, not least 

because the CAATSA act requires that any relaxation of Russian sanctions requires approval from Congress. 

US Congress was already blaming Russia. The US Congress, already looking for any excuse to hit Russia with 

new sanctions, would have blamed the destruction of US shale as a deliberate Russia strategy and moved 

ahead with tough sanctions against Russian oil. That would help support the oil price, as has been the case 

with US sanctions against other oil producers, such as Venezuela and Iran. 
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Oil: OPEC+ Provides Modest Relief 

See our report ”The Resurrection of OPEC+: A Real Détente or a Fudge?” issued April 13th, for greater detail 

and analysis. Appendix 10 in this report has the table showing the new2 production quotas by country 

Relief at the return of OPEC+. The oil market breathed a sigh of relief late last week as Russia and Saudi Arabia 

set aside the reasons for the March 6th meeting failure and reached a compromise that allowed for a 

resurrection of the OPEC+ format and led to a new agreement to cut 9.7 million barrels from members 

production for an initial two-month period.  The OPEC+ deal also allowed for the G20 Energy Ministers to 

support the initiative with a promise to add another 5 million barrels of cuts. 

Without this agreement, the price of Brent would have quickly fallen to US$20 per barrel. That would have 

led to a big drop in US shale oil production. 

But not enough to keep Brent in the mid to high US$30s. The agreements (G20 and OPEC+) will not be enough 

to support Brent in the mid to high US$30s per barrel, as OPEC had hoped. Very likely, as the usage numbers 

start to show a steep drop in April and May, the price of Brent will slide back to the mid-US$20s per barrel for 

several weeks. The resumption of Russia and Saudi Arabia cooperation will, however, provide optimism that 

the OPEC+ group may take further action to A) prevent a steeper collapse and B) will coordinate further action 

to support the price higher, i.e. when demand and US shale production creates that more opportune 

backdrop.  

Traders lost faith in the OPEC+ and G20 agreement. Brent reached a 1-month high of US$71.28 per barrel on 

January 7th and a low of US$21.38 per barrel on March 30th. Since then it has recovered to US$31.5 per barrel 

(mid-session April 14th).  

Brent is still down over 50% from January 7th. It means that Brent is now down 55.8% from the January 7th 

high – at worst it was down 70%. 

Political détente. The chances of a political rapprochement between Russia and Saudi Arabia would have 

disappeared, certainly for a long time, and that might have had dangerous implications across the Middle East. 

 

  

Brent Crude US$ per Barrel: OPEC+ Deal Provides Small relief

Source: OTC Markets
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The OPEC+ deal 

What has been agreed? Moscow and Riyadh have resolved the dispute that threatened to kill OPEC+. Both 

sides reached a compromise regarding base production and future cuts that allowed the OPEC+ Group to 

agree an aggregate cut of 9.7 million barrels, starting May 1st. These cuts will be scaled back with an agreed 

timetable and will end in December 2022. But the members have agreed to a review on June 10th.  

Who blinked first? The answer is neither did. While the intervention of President Trump accelerated the 

process, it was clear for several weeks that Russia and Saudi were communicating via a back-channel. Despite 

the public bravado, neither side can afford a collapse in oil for long. The political relationship is also important 

for Putin and Mohammed bin Salman as they each pursue objectives in the Middle East. 

The deal will prevent a steep fall. The deal, plus the contribution from the G20, will prevent Brent from 

crashing to US$20 per barrel, as seemed likely before the meeting was announced. But the agreed cuts are 

not enough relative to the destruction of demand. The 9.7 million OPEC+ cut is also not what it seems because 

of the baselines. In reality it is more like a cut of 8 million barrels from current monthly production. Brent is 

still more likely to drop below US$30 per barrel in the near term.  

It creates longer term optimism. The cooperation between OPEC and the other members will at least provide 

optimism that the group will now continue to coordinate on the supply side and this may create a better 

chance for the oil price to be managed upwards when there is a more favorable demand backdrop. 

The big question is about demand. OPEC said it expects oil demand to drop by 12 million barrels this quarter 

and then start to recover. That appears to be wishful thinking based on the usage data no coming through and 

the fact of limited spare storage capacity. In our scenarios (see tables later) we assume a 20 million drop in 

Q2 demand, recovering to a 10 mbpd drop in Q3 and to a 5 mbpd drop in Q4.  

US position may cap, or slow, the upside. The US “contribution” to the G20 deal was to cite the oil lost due 

to commercial factors, i.e. low oil pushed higher cost producers out. The question will be whether that oil 

comes back on stream as the oil price rises later in the year and in 2021? How then may OPEC+ react?  

Neither OPEC nor Russia was happy with US shale. It has been reported that Russia “initiated” the oil price 

collapse to hurt US producers. There is no evidence to support that. The March 6th dispute was because of a 

political miscalculation. Saudi Arabia has been just as frustrated with the growth of US shale as Russia. But, 

while the catalyst for the oil collapse was political, the question of US shale is now firmly on the table. 

Impact on Russia’s finances and economy. Russia is in a relatively strong financial position to ride out the 

expected oil price trend this year. But the lower oil receipts, plus the extra spending to support the economy 

and people during the Covid-19 crisis, will mean that the budget parameters and assumptions will have to 

change. Expect an interim adjustment later this quarter and a more comprehensive adjustment in the autumn 

when key factors, such as oil price, ruble exchange rate, and global economic impact, are clearer.  

Fiscal rule weakened the previous oil correlation. The ruble had become less correlated with the oil price 

since Russia adopted the so-called Fiscal rule in the federal budget. This fixes the oil price assumption at US$42 

(Urals) per barrel and all receipts above that go to the National Welfare Fund. The money from that fund is 

used either to fund long-term projects, one-off government spending priorities or to fund the budget deficit 

if the breakeven is higher than US$42 per barrel. 
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Confidence indicators: Shattered 

Manufacturing PMI is not as weak as expected in March. The manufacturing PMI was 47.5 in March, down 

on 48.2 in February. A lower number was expected given that the situation in other countries is much worse 

because of the coronavirus, and that other PMI reports across the world were more negative. However, the 

country only went on holiday in very late March, so most of the month may have passed without showing the 

full effect, which will be clearer from the April numbers. That said, the survey is carried out in the second half 

of the month. Both production and new orders were down, with the fall in new orders being the highest for 

four months.  

One bright spot is that employment remained unchanged, reflecting the fact that businesses expect the 

turndown to be temporary, although it is important to remember that Russia tends to have stable 

employment because wages are flexible. Firms still expect output to rise over the next 12 months, although 

the level of optimism is the lowest in the eight-year history of the PMI series.  

 

Services PMI sharply down. The Services PMI fell to 37.1 in March, down from 52 in February. This is the 

lowest level since 2009. It is worth mentioning here that the PMI is a rate of change indicator rather than an 

actual level. So this number indicates that business activity in the services sector is falling quickly, but not that 

it is a third lower than it was a month ago. The services sector is always more responsive than the 

manufacturing sector, and so tends to be a leading indicator which indicates that the manufacturing PMI will 

likely be at the same sort of level next month.  

 
  

Markit Russia PMI Manufacturing Index Turns Down In March

Source: Markit

Markit Russia PMI Services Index Plummets in March

Source: Markit
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Covid-19 Impact. The reason is clearly the coronavirus epidemic, and the shutdown in Moscow, with 

respondents saying that some of their clients had simply closed. Companies have had to lay off workers 

because of extra capacity. The main problem for confidence going forward is that respondents simply do not 

know how long the emergency will last, and so have no visibility of when demand will come back. 

 

Russian business confidence makes usual seasonal recovery. The monthly, non-seasonally adjusted business 

confidence indicator rose to minus 2 in February from minus 3 in January and held that level in March. This is 

the usual seasonal recovery that it makes at this time of year. The indicator is at the same level as this time 

last year. The survey was done well before the fall in the ruble and the coronavirus panic, so in a way this is 

the “calm before the storm”. Generally the picture that we see in the pre-OPEC, pre-Covid days is that the 

economy was not doing badly.  

 

Seasonally adjusted confidence slightly down in January. The seasonally adjusted data comes with a one-

month lag. It fell to minus 2.8 in January, down from minus 2.1 in December 2019. Like the number discussed 

above, this is more of historic interest than anything else as it describes a world that has subsequently changed 

radically, so there are no conclusions to be drawn here. This is more an indicator that seems to move slowly 

over the long term, and reflects that the deeper manufacturing base does not see things changing or improving 

much on a longer-term view.  

  

Markit Russia PMI Services: Lowest in More Than Ten Years

Source: Markit

Business Confidence: Flat in Q1

Source: Tradingeconomics.com, Federal State Statistics Service
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Central Bank consumer confidence index rises slightly in March. The consumer confidence indicator 

commissioned from FOM (Public Opinion Foundation) by the Central Bank of Russia (CBR) was 96 in March, 

one point up from the level in February of 95. It is a surprise that this indicator has not responded to any of 

the external events, and this lack of response casts doubt on its usefulness as an indicator. The testing was 

done between March 2nd and March 11th, so it was before the sharp fall in the oil price and the announcement 

of a non-working week. Nonetheless, it was expected that respondents would have some anticipation of the 

problems to come, given the news that was coming out of China and Italy. Looking closer at the numbers, the 

main reason for the increase was higher wages. This indicator will be down next month. 

 

Broad indicator improved in Q1. The Rosstat quarterly Consumer Sentiment Survey also showed a rebound 

in Q1, to -11 from -13 in the two previous quarters. This improvement is also linked to the increase in wages 

and the President’s promise to boost social spending and to recover disposable incomes in real terms. This 

survey was also competed before the impact of the Covid-19 virus was known and the lockdowns put in place.  

  

Russian Business Confidence Down Slightly In January On A Seasonally Adjusted Basis

Source: Rosstat
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Consumer Confidence: Slight Recovery in Q1

Source: Tradingeconomics.com, Federal State Statistics Service
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Economy: The good news is over for now  

“We need the state, society and the people to work together, and we all 

have to do everything each and every one of us can do.” 

President Putin, Address to the nation, March 25th 

 Leading indicator bounces in February. The GDP leading indicator showed 2.9% growth in February, 

well up on the 1.7% growth in January (restated upwards from 1.6%). The standout number here was 

retail turnover, up 4.7% year-on-year, but there were also contributions from industrial production, 

which was up 3.3%, and agriculture, up 3.1%. 

 Policy response to coronavirus. The government estimates that its stimulus measures will amount 

to about 1.2% of GDP, to be met from existing reserves. They mostly consist of budget support to the 

regions, and tax breaks for companies, and we expect that this stimulus will be expended as the 

impact of the virus grows. 

 Industrial growth rises. Industrial production was up 3.3% year-on-year in February, a marked 

improvement on the 1.1% year-on-year seen in January. The main driver on this was manufacturing, 

up 5% year-on-year, well up on the 3.9% year-on-year in January. 

 Car sales turn down. Car sales were down 2.2% year-on-year in February after being up 1.8% year-

on-year in January. LCV vehicle sales gained in March, but this is considered a knee-jerk move by 

buyers to get in ahead of the ruble devaluation impact on the price of imported vehicles. . 

 Best retail sales growth for five years in February. Retail sales were up 4.7% year-on-year in 

February, well up on the strong 2.7% year-on-year in January. This is the highest growth rate for five 

years.  

 Real wage growth continues to improve. Real wages grew 6.5% year-on-year in January and by 7.0% 

YoY in February. There are some questions about the data here, as there appear to have been 

revisions. 

 Budget remains in deficit in February. The federal budget is calculated to have been in deficit equal 

to 1.2% of GDP in February, down from 1.8% in January. But, the preliminary data shows there to 

have been a surplus in March. 

 Balance of trade falls back in January. Russia’s balance of trade was US$ 12.5 billion in January, down 

on the US$15.5 billion reported in December. 
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GDP trend picks up in February 

Leading indicator bounces in February. The GDP leading indicator showed 2.9% growth in February, well up 

on the 1.7% growth in January (restated upwards from 1.6%). The standout number here was retail turnover, 

up 4.7% year-on-year, but there were also contributions from industrial production, which was up 3.3%, and 

agriculture, up 3.1%. These show that in general, the economy was starting to return to a better growth path 

at the beginning of the year, although now of course the story looks a lot worse because of the oil price shock 

and coronavirus.  

 

Policy response to coronavirus. The government has so far announced two packets of assistance to the 

economy intended to mitigate the consequences of the compulsory holiday in the first week of April and the 

self-isolation regimes. In general, these seem quite limited, with one estimate of the stimulus put at about 

1.2% of GDP, which is low relative to other countries. This was criticized by Alexei Kudrin at the Audit Chamber 

who said that stimulus of the order of 5% of GDP would be required. Press reports suggest that the 

government is banking on a fast recovery from the quarantine-induced slowdown, on the Chinese model. This 

in turn reflects a confidence that the government will be able to control the spread of the epidemic in the 

course of a month or two. 

President’s economic measures. The first packet of measures was announced by President Putin in a televised 

address to the nation on March 25th. The gist of the response is a set of measures to help those who are very 

poor, such as low-income families and pensioners. Unemployment benefit has been increased from RUB8,000 

(about US$110) to RUB12,100 (about US$160) per month. There will be debt service holidays for those whose 

incomes fall by 30%. We are not seeing a full backstop for the unemployed like in other countries. There is 

also no talk of a bailout for companies that are hurt by the epidemic, even though we can see that the already 

beleaguered airline industry is suffering.  

Second economic packet. This is a combination of aid to regional budgets and to companies both small and 

large. The regions will get their loans from the federal budgets restructured, and this is also a signal that 

further financing will be available. For small businesses, regional governments are asked to give property tax 

holidays and rent payment holidays. State companies will be encouraged to buy from small businesses. In 

addition, it will be illegal to disconnect small businesses from utilities, all fines will be cancelled, and all licenses 

and permits will be automatically extended. For large businesses, 650 systemic companies will be allowed to 

deduct the costs of dealing with the epidemic for the purposes of profits tax. It will be illegal to bankrupt these 

systemic companies. In addition, there will be loan guarantees for businesses, via VEB, which has currently 

reserved about RUB150 billion (about US$ 2 billion) for this.  

  

GDP Leading Index Strong In February

Source:Ministry of Economic Development
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Financing the stimulus. Although the stimulus, so far, will have only a limited impact, the President has 

nonetheless required that the government find funding sources to pay for it. This is consistent with his 

customary fiscal conservativism. There is so far no discussion of using the reserve fund (beyond the purchase 

of the CBR’s shares in Sberbank for RUB2.1 trillion). In his address to the nation the President outlined two 

sources of financing. The first is a tax on interest on bank deposits over RUB1.0 million.  

Targeting offshore income transfers. The second consists of renegotiating dual taxation treaties so that 

wealthy individuals cannot use offshore jurisdictions to evade income taxes on unearned income in Russia. 

The main target of this will be real estate assets in Russia which are often owned by Cyprus companies, and 

remit dividends there, incurring a much lower tax rate, than would be payable on rental income in Russia. This 

is not expected to be imposed on bona fide foreign investors repatriating profits, but the government has not 

yet published its proposals, and it will take time for them to renegotiate dual taxation treaties.  

 

Economic indicators 

Industrial growth rises. Industrial production was up 3.3% year-on-year in February, a marked improvement 

on the 1.1% year-on-year seen in January. The main driver on this was manufacturing, up 5% year-on-year, 

well up on the 3.9% year-on-year in January. Raw materials output has also improved, growing 2.3% year-on-

year, after falling 0.4% year-on-year in January. This may well be due to a calendar effect because of the extra 

day in February this year.  

 

GDP % Change Quarterly: Strong 4th Qtr confirms 1.3% 2019 Growth

Source: Federal Statistics Service

Russia Macro Data: February 2020
February Data January Data YTD 2020 2019 2018

Real GDP growth, % chg (est) YoY 2.9% 1.7% 2.3% 1.3% 2.0%

Budget surplus/deficit, % of GDP (annualized) -1.2% -1.8% -1.5% 0.0% 2.7%

Industrial production, % chg YoY 3.3% 1.1% 2.2% 2.4% 2.9%

Agriculture output, % chg YoY 3.1% 2.9% 3.0% 4.1% -0.8%

Construction output, % chg YoY 2.3% 1.0% 1.8% 0.6% 5.3%

Inflation CPI, % chg YoY 2.3% 2.4% 2.4% 4.5% 2.9%

PPI, % chg YoY -1.2% -0.7% -1.1% 3.6% 11.9%

Central Bank key rate, % 6.25% 6.25% 6.25% 6.25% 7.75%

RUB-USD (end-period) * 66.84р. 63.96р. 66.84р. 66.84р. 69.83р.

       RUB-USD average 64.10р. 61.83р. 62.96р. 64.75р. 62.77р.

RUB-EUR (end-period) * 73.79р. 70.97р. 73.79р. 73.79р. 79.46р.

       RUB-EUR average 69.99р. 68.68р. 69.33р. 72.66р. 73.86р.

Retail sales, % chg YoY 4.7% 2.7% 3.7% 1.6% 2.6%

Vehicle sales, % chg YoY -2.2% 1.8% -0.5% -2.3% 12.8%

Real wages, % chg YoY n/a 6.5% n/a 2.5% 6.8%

Average monthly wages (RUB) n/a 46,674 р. 46,674 р. 46,131 р. 43,400 р.

Real disposable income, % chg YoY n/a n/a n/a 0.8% 0.3%

Unemployment, % of active population 4.6% 4.7% 4.7% 4.6% 4.7%

Source: Federal Statistics Service, RBC, Bloomberg, AEB          

* as at February 28th 2020
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Car sales turn down. Car sales were down 2.2% year-on-year in February after being up 1.8% year-on-year in 

January. This is something of a surprise, as the longer month, plus the weaker ruble would normally push car 

demand up. The weaker ruble generates demand for durables like cars because households with FX savings 

rush to take advantage of the fact that imported goods are still priced based on the old exchange rates. This 

is something that has been seen with every sharp devaluation. However, this is then followed by a sharp fall 

in demand as household incomes fall in real terms.  

 

  

Retail Sales Growth Jump In February

Source: Tradingeconomics.com
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Best retail sales growth for five years in February. Retail sales were up 4.7% YoY in February, well up on the 
strong 2.7% year-on-year in January. This is the highest growth rate for five years. Part of this was likely due 
to the longer month, and there may have been some extra spending on imported durables because of the 
devaluation. Apart from these one-time factors, higher wages and government spending supported this. 
Unfortunately, this positive trend is likely to be reversed once the effect of coronavirus quarantines is taken 
into effect, although there is likely to be a short-term boost from households stockpiling. 

 

Real wage growth continues to improve. Real wages grew 7.0% YoY in February, up from the 6.5% year-on-
year growth in January, which was slightly down from the 6.9% year-on-year growth seen in December. There 
are some questions about the data here as there appear to have been revisions. Previously the wage data was 
published with only a one-month lag, so it may be that Rosstat is having some issues here. However, there is 
an explanation for the stronger growth which is that government spending has increased significantly in this 
time period. Also indexation of wages of state employees has re-started in the fourth quarter of 2019, and 
these make up at least 40% of the work force. 

Budget 

Budget returned to surplus in March. The federal budget is calculated to have recorded a deficit of RUB272 
bln in February, or 1.2% of GDP. That is down from the 1.8% deficit recorded in January. But, the preliminary 
data for March shows a small recovery to a modest surplus. Again, this is very much a pre-coronavirus and 
pre-OPEC figure, and one can expect the numbers for subsequent months will be much worse. Although 
budget revenues will be hit by the lower oil price, some of this fall will be compensated for by the weaker 
ruble. We do not expect that the government will need to boost its borrowing any time soon, but it may well 
tap the national wealth fund sometime this year, although much depends on the depth and the extent of the 
coronavirus recession in the West, and whether or not a new deal with OPEC is possible. 

 

Real Wages: YoY % – Still Strong In January

Source: Tradingeconomics.com

Federal Budget Balance (Monthly), ruble billions

Source: Finance Ministry 
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Trade  

Balance of trade falls back in January. Russia’s balance of trade surplus was at US$9.7 billion in February, 

down from a surplus of US$13.1 billion in January, which was, in turn, down on the US$14.8 billion reported 

in December. This was the result of lower gas prices in Europe and the March number will be even lower as 

the price of both oil and gas fell steeply. The weaker exchange rate will lead to a corresponding fall in imports, 

but historically the oil price has been the dominant driver of this indicator.  

Weaker oil leads to a lower surplus. The graph below shows the historic close correlation between the oil 

price and the trade surplus. This is not a surprise given the fact that hydrocarbons account for approximately 

60% of the value of the country’s exports. 

 

  

Balance of Trade, US Millions (RHS) & Brent, US$ p/bbl

Source: Central Bank of Russia 
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Central Bank Watch: Waiting and hoping 

"The ruble’s depreciation is a temporary pro-inflationary factor." 

Central Bank statement, March 20t 

 Ruble-oil link remains firm on the downside. The ruble lost 15% against the US dollar in March, and 

was down by 21.4% in Q1. The main driver here is the oil price, which fell 50% in February and lost 

62% in Q1. 

 Oil weakness will bring the ruble with it. The fact that the OPEC+ deal has not been able to support 

the oil price over the short-term is not a surprise (see commentary earlier). This means that the ruble 

exchange rate will also drop over the short-term before stabilizing and staging a recovery later in the 

year as oil is expected to do.  

 CBR keeps its hair shirt on. The CBR’s board kept rates unchanged at its meeting on March 20th, 

which was intended to be read as an accommodative monetary policy, given that they would 

normally tighten rates in reaction to the expected inflationary impact of the weaker ruble. 

 FX purchases become sales. The Central Bank has moved from being a buyer to a seller of FX on 

behalf of the Ministry of Finance, in anticipation of a fall in tax revenues because of the lower oil 

price. Where previously the CBR was buying between RUB15 billion and RUB20 billion per day to 

generate FX for the national wealth fund, now it is selling about RUB15 billion a day. 

 Ministry of Finance announces FX sales from NWF. On April 3rd the Ministry of Finance said that from 

April 7th through May 12th it would sell US$ 1 billion from the NWF to compensate for lost oil and gas 

revenues. 

 CBR reserves hit by global turmoil. The CBR’s FX reserves rose to US$570 billion at the beginning of 

March, the highest level for over ten years. However, by end March 20th the value was down US$7 

bln at US$563 billion. This is because of the loss in dollar value of its non-dollar holdings. 

 Inflation continues to fall. Inflation fell to 2.3% year-on-year in February, down from 2.4% year-on-

year in January. But it gained slightly, to 2.5% at end March 

 Food price inflation lower. Food price inflation fell to 1.8% year-on-year in February, down from 2.1% 

year-on-year in January, and well below its average rates last year. This indicator also picked up 

modestly at end March, to 2.2% 

 Producer price deflation remains. PPI inflation was minus 1.2% year-on-year in February, lower than 

the 0.7% year-on-year reported in January. 
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Ruble pushed down by oil price collapse 

Ruble-oil link remains firm on the downside. The ruble lost 15.2% against the US dollar in March, and was 

down by 22.4% in Q1. The main driver here is the oil price, which fell 50% in February and was off 62.3% in 

Q1. This maintains a historic pattern of the ruble being more correlated with the oil price when the latter is 

falling.  

 

Oil weakness will bring the ruble with it. The fact that the OPEC+ deal has not been able to support the oil 

price over the short-term is not a surprise (see commentary earlier). This means that the ruble exchange rate 

will also drop over the short-term before stabilizing and staging a recovery later in the year as oil is expected 

to do.  

 

Minimal interventions. The CBR’s interventions have been minimal, of the order of about US$100 million per 

day, and these are likely intended to stabilize the market so that banks have FX available to sell to their clients 

so that the selling does not become a panic. The CBR has moved from being a buyer of FX on behalf of the 

Ministry of Finance to a seller. But these are at quite low levels (see below) and do not appear to be an 

intervention designed to support the ruble. 

  

Ruble-US Dollar Exchange Rate: Driver lower by COVID-19 and Lower Oil

Source: Trading Economics

Ruble-Dollar Exchange Rate (LHS) and Brent US$ p/bbl (LHS) - 3 Months

Source: TradingEconomics
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CBR keeps its hair shirt on. The CBR’s board kept rates unchanged at its meeting on March 20th, which was 

intended to be read as an accommodative monetary policy, given that they would normally tighten rates in 

reaction to the expected inflationary impact of the weaker ruble. However, in light of the extraordinary threat 

posed by the coronavirus epidemic, and the fact that central banks all around the world are aggressively 

cutting rates, to raise rates at a time like this would have be too conservative a monetary policy even for the 

normally hawkish CBR.  

No reason to fear a spike in inflation. There is no major inflation threat as the import content of the inflation 

basket is now a lot lower than it used be and retailers of imported goods like consumer electronics have not 

even put their prices up because of weak demand. The general inflation trend is downwards, and although 

there might be a one-time shock from the devaluation, the experience with the VAT increase last year showed 

that after a jump, the Russian economy returned to a low inflation trajectory. Finally, producer price inflation 

is still negative. The next meeting is on April 24th. 

 

FX purchases become sales. The Central Bank has moved from being a buyer to a seller of FX on behalf of the 

Ministry of Finance, in anticipation of a fall in tax revenues because of the lower oil price. Where previously 

the CBR was buying between RUB15 billion and RUB20 billion per day to generate FX for the national wealth 

fund, now it is selling about RUB 15 billion a day. This is essentially front-running the expected sales of FX by 

the National Wealth Fund (NWF). 

Ministry of Finance announces FX sales from NWF. On April 3rd the Ministry of Finance said that from April 

7th through May 12th it would sell US$1.0 billion from the NWF to compensate for lost oil and gas revenues. 

This comes to about US$45 million per day, which is unlikely to affect the FX market much. It looks to us as 

though the CBR’s existing sales of FX have already covered a lot of the sales that the Ministry of Finance would 

have made. 

 

  

Russia Key Rate, %

Source: Central Bank of Russia 

Russian MinFin daily purchases of FX 2017-20, RUB billion

Source: CBR
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CBR reserves hit by global turmoil. The CBR’s FX reserves rose to US$570 billion at the beginning of March, 

the highest level for over ten years. However, by end March the value fell to US$563 billion, which is likely 

driven by falls in the value of its non-dollar holdings. The CBR made a strategic decision to move out of US$ 

assets in 2018 and 2019, shifting to holdings in CNY and JPY. This was partly driven by concerns over sanctions, 

and partly by economic factors, in that shifting trade patterns meant that more of these currencies are likely 

to be needed.  

A currency loss rather than intervention. So part of the loss is due to currency shifts, and partly due to bond 

prices in these countries falling as market turmoil drives investors to seek a safe haven in treasuries. These 

losses are partly offset by the strength of gold, which is now at approximately 20% of reserves.  

 

No longer a buyer of gold. This means that, effective from April 1st 2020, the Bank of Russia suspended the 

purchases of gold in the domestic bullion market. Moving forward, subsequent decisions on gold purchases will 

be made subject to financial market developments. It also means that Russia is now an exporter of gold.  

Inflation remains low. Inflation fell to 2.3% year-on-year in February, down from 2.4% year-on-year in January, 

before rising a little to end March at 2.5%. This shows the true underlying trend level, once one-off factors like 

the oil price, the exchange rate and last year’s tax changes are factored out. This in turns suggests that Russia’s 

weak demand, caused by tight fiscal policy and its weak economy in general, is not generating that much 

inflationary pressure. We are well below the CBR’s target rate of 4%. 

 
  

Central Bank Foreign Exchange Reserves, US$ bln
Date Total, US$ bln     % in FX  % in Gold

3/31/2020 $563 78.7% 21.3%

2/28/2020 $570 79.0% 21.0%

1/31/2020 $562 79.4% 20.6%

12/31/2019 $554 80.1% 19.9%

9/30/2019 $531 79.4% 20.6%

8/31/2019 $529 79.3% 20.7%

6/30/2019 $518 80.7% 19.3%

3/31/2019 $488 81.5% 18.5%

12/31/2018 $469 81.5% 18.5%

12/31/2017 $433 82.3% 17.7%

12/31/2016 $378 84.1% 15.9%

1/1/2015 $386 89.0% 12.0%

12/1/2014 $418 89.0% 11.0%

9/2/2013 $510 91.1% 8.9%

9/3/2012 $515 90.3% 9.7%

9/4/2011 $545 91.1% 8.9%

9/5/2010 $476 93.9% 6.1%

9/6/2009 $410 95.7% 4.3%

9/7/2008 $582 97.7% 2.3%

Source: Central Bank of Russia 

Note: Peak was US$596.6 bln on 1 August 2008

Headline Inflation Rate: Slight Rise at Eend Quarter

Source: Tradingeconomics.com, Federal State Statistics Service



 

 34 

Macro Monthly 
 

Food price inflation is also low. Food price inflation fell to 1.8% year-on-year in February, down from 2.1% 

year-on-year in January, before also rising modestly to end March at 2.2% YoY. This is well below its average 

rates last year. This is helped by stronger agricultural output and by import substitution, which has reduced 

the influence of the exchange rate on food prices. Again, this shows that there is plenty of output capacity in 

Russia, and not much demand. 

 

Producer price deflation remains. PPI inflation was minus 1.2% year-on-year in February, lower than the 0.7% 

year-on-year reported in January. It looks like the worst of the deflation is behind us, but the lack of any 

inflation, especially at a time when wages were rising, also reflects the underlying lack of demand in the 

economy.  

 

  

Russia Food Price Inflation: Modest Upward Move

Source: Tradingeconomics.com, Federal State Statistics Service

Current Account Balance, US Millions

Source: Central Bank of Russia
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Politics: Normal business is on hold  

"The situation with the spread of coronavirus has entered a new 

phase. More than 1,000 cases of the disease have already been 

recorded in Moscow. Nobody is insured.” 

Sergei Sobyanin, Moscow Mayor, March 29th 

 Delay to Constitutional vote. On March 25th, the President announced in a televised address to the 

nation that the vote on the Constitutional amendments would be delayed to a later date because of 

the coronavirus epidemic. This will not alter the outcome of the vote or of the Constitutional 

amendment process. 

 Implications of the delay to the Constitutional vote. It is not expected that the Duma will be 

dissolved once the Constitutional amendments come into force. There is a small possibility that the 

Duma may choose to exercise its new powers and choose a new government. There is no signal either 

way from the President. 

 Three main agents in the epidemic response. The most prominent actor has been the Moscow 

Mayor Sergei Sobyanin, who heads the State Council’s working group on the epidemic, and has been 

prominent in state media. The next major player is the cabinet. Finally, Dmitry Medvedev has been 

shown on TV as leading the work of the Security Council. 

 Sobyanin seems to be the winner. He has clearly been ahead of other players in calling for strong 

self-isolation measures, at a time when there did not seem to be a great threat or need to shut down 

the economy.  

 Putin’s rating falls in March. The President’s approval rating was 63% in March, sharply down from 

69% in February. The Prime Minister Mishustin’s rating fell from 52% to 51%. The polls were 

conducted between March 18th-25th, so before the President’s address to the nation on March 25th.  

 Optimism on Russia’s direction falls. The number of respondents considering that Russia is headed 

in the right direction fell to 48% in March, from 53% in February. This could either be because of the 

lack of action over coronavirus (which at this point was more a perceived than actual threat) or it 

could be unhappiness with the Constitutional amendment that re-sets Presidential term limits. 

 Likelihood of protests falls. A February poll showed that 24% of the population would be willing to 

take part in economic protests, the lowest since the 2018 pension reforms. The same poll showed 

24% willing to take part in political protests, again a recent low. 
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Domestic politics 

Delay to Constitutional vote. On March 25th, the President announced in a televised address to the nation 

that the vote on the Constitutional amendments would be delayed to a later date because of the coronavirus 

epidemic. This will not alter the outcome of the vote or of the Constitutional amendment process. In fact, it is 

not clear that the vote is even required, as the amendments have already been approved by the two chambers 

of the Federal Assembly and by more than two-thirds of the parliaments of the members of the Russian 

Federation.  

Prefer a separate vote. The vote was an extra approval process that is not strictly required, but was added by 

the President to increase the legitimacy of the amendments. This will happen in any case, but much later and 

it may be combined the single voting day in September, when regional elections happen. However, more likely 

the political managers in the Kremlin would prefer it to be a separate vote. In any case, there is little doubt 

that it will pass. 

Implications of the delay to the Constitutional vote. It is not expected that the Duma will be dissolved once 

the Constitutional amendments come into force. There is a small possibility that the Duma may choose to 

exercise its new powers and choose a new government. There is no signal either way from the President. The 

coronavirus epidemic naturally changes the situation and makes it less likely that there will be major changes. 

The President always prefers stability. The most likely scenario is that there will be a process of preparation 

for Duma elections in September 2021, aiming to maximize the vote gained by the United Russia party. Dmitry 

Medvedev will likely take a prominent role as the leader of the party. There will also be a great deal of 

jockeying for position by current United Russia deputies, as they will be fighting for a place in the newly 

empowered Duma, which should give them a greater role in government. 

Political implications of coronavirus. There is a great deal of speculation in Russian political commentary 

channels about how various factions in the elite are using the epidemic to advance themselves and hurt their 

opponents. Some of this may be no more than speculation, and the simplest interpretation is that the threat 

posed by the epidemic is so great that the warring clans have put their differences aside to avert a disaster.  

Naturally, the President has been above all this, in the public domain at least, and has taken a role as the final 

arbiter and voice of calm. State media have emphasized his leadership, and contrasted the relative calm and 

stability in Russia with the deep problems elsewhere. 

Three main agents. The most prominent actor has been the Moscow Mayor Sergei Sobyanin, who heads the 

State Council’s working group on the epidemic, and has been prominent in state media. The next major player 

is the Cabinet. Finally, Dmitry Medvedev has been shown on TV as leading the work of the Security Council. 

These can be roughly described as covering respectively the civil defense, economic policy, and security policy 

responses to the epidemic.  

Sobyanin seems to be the winner. He has clearly been ahead of other players in calling for strong self-isolation 

measures, at a time when there did not seem to be a great threat or need to shut down the economy. So 

when the President announced a non-working week, recommending that people stay home, which was likely 

the consensus in the elite, Sobyanin immediately responded by imposing a self-isolation regime in Moscow, 

with tough social distancing. The government then half-heartedly followed suit by recommending the same 

to the regions. 

Gradualist approach. The government has been highly gradualist in its approach, as shown by the fact that its 

measures to deal with the economic fallout from the anti-epidemic measures has been on an “as-needed” 

basis, rather than coming out early with a major stimulus program. The fact that there have been attacks on 

Sobyanin from Telegram channels normally associated with the Presidential Administration, suggesting that 

they are not happy that the initiative has been taken away from them.  
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The dogs that did not bark in the night. In Russia, it is always useful to look at what is not happening. There 

has been very little heard from either the Ministry of Defense or the Ministry of Emergency Situations (MES). 

The current Minister of Defense, Sergei Shoigu, used to be in charge of the MES and made his name there. 

This body would normally be expected to manage the response to this sort of emergency, but they have been 

very quiet, likely because they lack both the material and managerial resources. Shoigu has been mentioned 

as a possible successor to President Putin, but has been very quiet throughout, perhaps to emphasize the 

civilian nature of the response.  

Ratings – no major impact from the President’s speech 

Putin’s rating falls in March. The President’s approval rating was 63% in March, sharply down from 69% in 

February. The Prime Minister’s rating fell from 52% to 51%. The polls were conducted between March 18th-

25th, so before the President’s address to the nation. This took place on March 25th, and was the first major 

public response to the coronavirus threat, so the fall in ratings could reflect a growing unease at the lack of 

strong measures to deal with the epidemic. Another interpretation is that this is a delayed negative response 

to the new Constitutional Amendment that would allow the President to stand for election again in 2024. The 

same Levada polling organization shows that the share of respondents who would like to see President Putin 

remain in office after 2024 has fallen from 54% in 2019 to 46% now. 48% of respondents were in favor of the 

constitutional amendment and 47% were against it, which is probably closer than the Kremlin would like. 

 

Optimism on Russia’s direction falls. The number of respondents considering that Russia is headed in the 

right direction fell to 48% in March, from 53% in February. Again, this could either be because of the lack of 

action over coronavirus (which at this point was more a perceived than actual threat) or it could be 

unhappiness with the Constitutional amendment that re-sets Presidential term limits. The latter interpretation 

is more likely. It will be interesting to see whether the government’s relatively good performance on dealing 

with the coronavirus epidemic will change these polls next month. 

 

  

President Putin & Prime Minister Medvedev - Approval Ratings
Jan'14 Dec'14 Dec'15 Dec'16 Dec'17 July'18 Dec'18 Mar'19May '19 Sep'19 Oct'19 Nov'19 Dec' 19 Jan '20 Feb '20 Mar'20

Vladimir Putin

Approve 62% 85% 85% 84% 82% 67% 66% 64% 66% 68% 70% 68% 68% 68% 69% 63%
Disapprove 37% 14% 14% 15% 17% 32% 34% 34% 32% 31% 29% 31% 31% 31% 30% 36%

Dmitry Medvedev

Approve 57% 60% 61% 53% 45% 31% 33% 34% 33% 35% 39% 37% 38%
Disapprove 42% 39% 38% 46% 54% 69% 67% 66% 65% 64% 59% 62% 61%

PM Mikhail Mishustin

Approve 48% 52% 51%

Disapprove 37% 39% 39%

Source: Levada Center

Is Russia Headed in the Right Direction?
Feb'14 Feb'15 Dec'15 Dec'16 Dec '17 July'18 Dec'18 Mar'19May '19 Sep'19 Oct'19 Nov'19 Dec' 19 Jan '20 Feb '20 Mar'20

Yes 47% 54% 56% 53% 58% 48% 45% 48% 49% 49% 52% 48% 49% 52% 53% 48%

No 37% 27% 27% 31% 28% 40% 44% 44% 40% 41% 38% 42% 43% 39% 38% 42%

Don't know 16% 18% 19% 16% 14% 12% 11% 9% 11% 10% 10% 11% 8% 10% 9% 10%

Source: Levada Center
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Likelihood of protests falls. A February poll showed that 24% of the population would be willing to take part 

in economic protests, the lowest since the 2018 pension reforms. The same poll showed 24% willing to take 

part in political protests, again a recent low. This would likely include reaction to the news on resetting 

Presidential term limits, but not to the coronavirus epidemic or its economic consequences. These indicators 

will likely rise in the next few months, although they have not been a good predictor of actual protests. 

 

  

Likelihood of Protests
Sep-98 Jan-01 Jan-03 Jan-08 Feb-09 Dec-09 Dec-14 Dec-15 Dec-16 Dec-17 Mar-18 Jul-18 Nov-19 Feb-20

Economic protests

Very l ikely 48% 17% 21% 18% 39% 25% 24% 21% 15% 23% 17% 41% 30% 26%

Would participate 33% 19% 24% 18% 23% 17% 14% 13% 12% 13% 8% 28% 25% 24%

Political protests

Very l ikely 49% 13% 20% 16% 0% 18% 16% 17% 12% 19% 12% 34% 29% 24%

Would participate n/a n/a n/a n/a n/a 11% 9% 10% 9% 8% 6% 23% 19% 19%

Source: Levada Center
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Markets: Nowhere to hide 

“Hopeless emptiness. Now you’ve said it. Plenty 

of people are onto the emptiness, but it takes 

real guts to see the hopelessness.” 

Richard Yates, Author 

 Russia hit by coronavirus and oil. The RTS Index was down 22% in March after falling 14% in February, 

giving a total fall of 35% in 2020. At this point it is hard to separate out the effect of the fall in the oil 

price and the coronavirus epidemic, although it is worth noting that Brent fell 5% in March. 

 Rosneft sells Venezuelan assets. Russia’s largest oil company announced on March 28th that it had 

sold all its Venezuelan assets to a Russian state company in return for 9.6% of Rosneft’s shares. These 

shares will be held by Rosneft as Treasury shares. 

 Sistema and BVCP increase stakes in Ozon. Sistema and Baring Vostok Capital Partners (BVCP) 

announced that they had converted into equity their loans made to Ozon in 2019. This increases 

Sistema’s stake to about 43%, and BVCP’s stake to about the same. 

 OFZ sales on hold in March. The MinFin said on March 11th it would not be selling OFZs while there 

was so much market turmoil following the failure of the OPEC meeting, and the sharp fall in the oil 

price. The last time we saw this sort of pause was in the aftermath of the announcement of sanctions 

on Oleg Deripaska and Vikto Vekselberg. 

 Non-resident OFZ holdings rise again in March. The Central Bank reported that as of March 1st, 

foreigners held about 35% of outstanding OFZs, the highest level ever. However, we expect that this 

share will fall as the post-OPEC period saw significant selling by foreigners. 
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Equities beat Emerging Markets in November 

Russia hit by coronavirus and oil. The RTS Index was down 22% in March after falling 14% in February, giving 

a total fall of 35% in 2020. At this point, it is hard to separate out the effect of the fall in the oil price and the 

coronavirus epidemic. It is worth noting that Brent fell 50% in March so if oil were the main driver, one would 

expect the Russian index to be down by much more. Emerging markets were down 16% in March. In this sort 

of crisis situation, it becomes hard to call a bottom, as the economic shutdown will likely start to affect the 

financials of non-oil and gas stocks in the Russian index, and at this point it is not clear how long the epidemic 

will last. However, it will be a spectacular buying opportunity when it does bottom out.  

 

Rosneft sells Venezuelan assets. Russia’s largest oil company announced on March 28th that it had sold all its 

Venezuelan assets to a Russian state company in return for 9.6% of Rosneft’s shares. These shares will be held 

by Rosneft as Treasury shares. Subsequent disclosures suggested that the buying company would be 

RosZarubezhneft, essentially a special purpose company set up to manage this stake. We believe that this 

move was in response to a statement by Sinochem, a Chinese state-owned oil company that it would not 

accept offers from Rosneft in a recent tender, presumably because of the U.S. government sanctions against 

Rosneft Trading S.A. a Rosneft subsidiary. Press reports suggest that the US government will respond by lifting 

sanctions against Rosneft, although this has not yet been confirmed. 

Sistema and BVCP increase stakes in Ozon. Sistema and Baring Vostok Capital Partners (BVCP) announced 

that they had converted into equity their loans made to Ozon in 2019. This increases Sistema’s stake to about 

43%, and BVCP’s stake to about the same. Both owners expressed confidence in the future of Ozon, and each 

has loaned the company about RUB3.0 billion (about US$40 million). There was talk at this time of an Ozon 

IPO, but this seems to be a pre-coronavirus plan. On the one hand, the self-isolation regime should be very 

good news for online retailers like Ozon, however, the anticipated sharp fall in household income will likely 

hit them hard, depending on what sort of rebound the government can generate. The other issue with Ozon 

is that it has faced intensive competition from Wildberries and Alibaba and so has not been able to emulate 

the sort of dominance that Amazon has been able to establish in other markets. 

  

Performance Trends: Equities, Currencies, Debt, Commodities
    Index/Price* Month-on-Month YTD 2020 2019 2018 2017 2016

RTS Index 1,014.4 -21.9% -34.5% 44.9% -7.4% 0.2% 52.2%

MICEX Index 2,508.8 -9.9% -17.6% 28.6% 12.3% 0.2% 19.5%

RDX USD Index 1,167.1 -25.0% -37.9% 42.1% -3.9% 1.3% 53.2%

MSCI EM Index 848.6 -15.6% -23.9% 15.8% -16.6% 34.9% 8.1%

MSCI World Index 1,853.0 -13.5% -21.0% 23.9% -11.2% 21.6% 5.6%

S&P 500 2,584.6 -12.5% -19.8% 28.5% -6.2% 19.4% 9.5%

Copper, US$ p/lb $216.65 -14.7% -22.5% 6.6% -20.3% 31.7% 17.4%

Brent, fwd, US$ p/bbl $24.88 -49.9% -62.3% 22.5% -19.5% 17.7% 52.4%

Gold, US$ p/oz $1,594.39 0.5% 5.0% 19.1% -2.1% 13.7% 8.6%

RUB/US$ - spot 78.840р. -15.2% -21.4% -10.6% 20.2% -6.3% 15.1%

RUB/EUR - spot 86.700р. -14.9% -19.9% -12.4% 14.7% 7.1% 17.9%

Hryvnia/US$ - spot 27.60 -10.8% -13.9% -14.1% 1.5% 2.9% -13.6%

Tenge/US$ - spot Т448.25 -14.9% -14.6% 0.5% 18.0% -3.2% 2.0%

US$/EUR $1.094 0.8% 2.5% -2.1% -4.5% 14.2% 3.8%

  Bond Yields 31-Jan-2020 28-Feb-2020 31-Mar-2020 30-Dec-2019 31-Dec-2018 31-Dec-2017 31-Dec-2016

UST - 10 Yr Yield 1.51% 1.16% 0.61% 1.91% 2.68% 2.41% 2.22%

Russia - Eurobond '30 2.12% 2.68% 2.87% 2.30% 4.29% n/a 2.94%

OFZ - 10yr 6.18% 6.68% 6.90% 6.20% 8.80% n/a 9.59%

Source: Bloomberg, cbonds.com, msci.com

* prices as at close on March 31st – US$ except where indicated 
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Bond markets 

 

OFZ sales on hold in March. The MinFin said on March 11th it would not be selling OFZs while there was so 

much market turmoil following the failure of the OPEC meeting of early March, and the sharp fall in the oil 

price. The last time we saw this sort of pause was in the aftermath of the announcement of sanctions on 

Deripaska and Vekselberg, and the pause lasted a couple of weeks. It looks like the pause will be longer this 

time. This makes the very high levels of issuance earlier this year look prescient, but in reality these were 

simply in reaction to cash flows and high levels of demand. The MinFin is likely less worried about foreign 

demand, which is falling, but about the domestic banking system’s need for cash. Rates have risen on the OFZ 

market, but they are still quite low. 

  

MICEX: High-Beta in a Global Set-Back

Source: Tradingeconomics, MICEX      

Russia OFZ 10yr Yield RHS) and US Treasury 10Y Yield (RHS)

Source: Tradingeconomics, MICEX      
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Non-resident OFZ holdings rise again in March. The Central Bank reported that as of March 1st, foreigners 

held about 35% of outstanding OFZs, the highest level ever. However, we expect that this share will fall as the 

post-OPEC period saw significant selling by foreigners, and there would have been portfolio selling as 

emerging market bond funds saw significant outflows because of the coronavirus-related instability. However, 

Russia’s yields are still quite high and the CBR said that it saw buyers returning when longer yields hit 7% 

towards the end of March. 

 

 

  

Total receipts from new OFZ sales, RUB billion

Source: Ministry of Finance of Russian Federation
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Appendix 1: Russia Medium-Term Forecasts 

 

2013 2014 2015 2016 2017 2018 2019 2020E 2021E 2022E

Key Indicators 

GDP, nominal, US$ bln $2,000 $1,850 $1,360 $1,347 $1,635 $1,650 $1,633 $1,568 $1,747 $1,951

Growth, real, % YoY 1.3% 0.7% -2.8% -0.2% 1.5% 2.3% 1.3% -2.5% 2.0% 2.4%

Industrial production, real, % YoY 0.4% 1.7% -3.2% 1.1% 1.0% 2.9% 2.4% -2.0% 2.5% 3.0%

Agricultural output, % chg YoY 3.1% 1.2% 3.5% 4.8% 2.4% -0.8% 4.1% 4.0% 4.2% 4.5%

Private consumption, real, % YoY 4.7% 1.0% -6.5% 1.5% 3.0% 2.5% 2.0% -1.0% 1.0% 2.5%

Gross fixed investment, real, % YoY -0.3% -1.5% -11.0% 0.8% 3.5% 4.3% 2.5% -2.0% 1.0% 2.0%

Retail sales, % YoY 3.9% 2.5% -10.0% -5.2% 1.2% 2.6% 1.7% -1.0% 2.0% 2.3%

Budget balance, % of GDP -0.5% -0.5% -2.4% -3.4% -1.4% 2.7% 1.8% -2.0% -0.2% 0.2%

CPI - year-end, % YoY 6.5% 11.4% 12.9% 5.4% 2.5% 4.3% 3.0% 5.5% 4.8% 4.0%

CPI - average, % YoY 6.8% 7.8% 15.6% 7.2% 3.8% 2.9% 4.5% 4.5% 5.0% 4.5%

PPI - year-end, % YoY 3.7% 5.9% 11.0% 7.5% 6.0% 14.0% -3.0% 0.5% 1.5% 2.5%

PPI - average, % YoY 3.5% 5.5% 7.0% 6.5% 7.5% 13.0% 1.0% -1.0% 1.0% 2.0%

Commercial Bank Rates

Lending, average, % 9.5% 11.3% 16.0% 13.0% 10.5% 9.0% 8.5% 8.0% 7.5% 7.0%

Deposit, average, % 5.0% 5.2% 9.0% 6.0% 5.5% 5.0% 5.0% 4.3% 3.8% 3.0%

Social Indicators

Real disposable income, % YoY 4.8% -1.0% -6.5% -5.9% -1.7% 0.1% 0.8% -2.5% 0.2% 1.5%

Real wage growth, % YoY 5.5% 1.3% -9.5% 0.0% 0.7% 3.4% 6.8% -5.0% 1.0% 3.0%

Nominal monthly wages (RUB p/m) 30,000р. 32,600р. 36,000р. 37,000р. 39,050р. 41,393р. 46,549р. 49,342р. 52,796р. 56,492р.

Unemployment, % eop 5.6% 5.3% 5.6% 5.4% 5.2% 4.7% 4.6% 6.0% 5.2% 4.8%

GDP per capita, US$'000* $14,035 $12,890 $9,510 $9,417 $11,435 $11,542 $11,124 $10,700 $11,931 $13,338

Trade & flow indicators

Trade balance, US$ bln $177 $186 $135 $90 $115 $194 $170 $120 $130 $145

Current account, US$ bln $33 $57 $66 $25 $40 $115 $71 $16 $31 $47

Current account, % of GDP 1.6% 3.0% 5.3% 1.9% 2.4% 7.0% 4.3% 1.0% 1.8% 2.4%

FDI, gross US$ bln $69 $23 $5 $25 $25 $5 $15 $5 $10 $20

Capital inflow/outflow, US$ bln -$63 -$154 -$90 -$15 -$25 $68 -$25 -$20 -$20 -$20

Debt & Reserves

Foreign public debt, US$ bln $76 $52 $42 $50 $60 $55 $50 $53 $54 $56

Foreign private debt, US$ bln $655 $545 $470 $460 $460 $410 $430 $460 $490 $525

Foreign public debt, % of GDP 3.8% 2.8% 3.1% 3.7% 3.7% 3.3% 3.1% 3.4% 3.1% 2.9%

Total foreign debt, % of GDP 36.6% 32.3% 37.6% 37.9% 31.8% 28.2% 29.4% 32.7% 31.1% 29.8%

FX reserves (ex gold), US$ bln $475 $340 $320 $320 $355 $382 $440 $410 $430 $470

RUB/US$, year-end 32.9 61.4 73.5 61.3 57.7 69.4 62.0 74.0 68.0 65.0

RUB/US$, average 31.9 38.6 62.0 67.0 58.1 62.8 64.8 72.0 70.0 67.0

RUB/EUR, year-end 45.3 72.0 79.7 64.5 69.7 79.5 69.5 83.0 77.0 71.0

RUB/EUR, average 42.3 51.5 67.0 74.0 68.0 73.9 71.5 80.0 79.0 76.0

Average Brent, US$ p/bbl $108 $100 $54 $45 $55 $72 $63 $36 $48 $56

Source: Federal Statistics Service, Central Bank of Russia, Macro-Advisory estimates 
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Appendix 2: Russia Ten-year Macro Forecasts 

 

 

  

2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E

Key Indicators 

GDP, RUB bln, nominal 95,004р. 103,600р. 109,609р. 111,801р. 119,627р. 127,881р. 136,449р. 145,591р. 154,618р. 163,741р. 172,910р. 182,420р.

GDP, nominal, US$ bln $1,635 $1,650 $1,633 $1,568 $1,747 $2,063 $2,313 $2,647 $2,811 $3,149 $3,390 $3,648

Growth, real, % YoY 1.5% 2.3% 1.3% -2.5% 2.0% 2.4% 3.2% 3.5% 3.2% 3.0% 2.8% 2.8%

Industrial production, real, % YoY 1.0% 2.9% 2.4% -2.0% 2.5% 3.0% 4.0% 4.5% 4.0% 4.0% 3.8% 3.8%

Private consumption, real, % YoY 3.0% 2.5% 2.0% -1.0% 1.0% 2.5% 4.0% 4.0% 4.5% 4.5% 4.0% 4.5%

Gross fixed investment, real, % YoY 3.5% 4.3% 2.5% -2.0% 1.0% 2.0% 4.0% 4.0% 4.4% 3.8% 3.6% 3.8%

Agricultural output, % chg YoY 2.4% -0.8% 4.1% 4.0% 4.2% 4.5% 4.0% 4.0% 3.5% 3.5% 4.0% 4.0%

Retail sales, % YoY 1.2% 2.6% 1.5% -1.0% 1.0% 2.5% 3.0% 3.3% 3.6% 4.0% 4.5% 5.0%

Budget balance, % of GDP -1.4% 2.7% 1.8% -2.0% -0.2% 0.2% 0.5% 0.4% 0.4% 0.3% 0.3% 0.3%

CPI - year-end, % YoY 2.5% 4.3% 3.0% 5.5% 4.8% 4.0% 3.3% 3.0% 2.9% 2.8% 2.6% 2.6%

CPI - average, % YoY 3.8% 2.9% 4.5% 4.5% 5.0% 4.5% 3.5% 3.2% 3.0% 2.9% 2.8% 2.7%

PPI - year-end, % YoY 6.0% 14.0% -3.0% 0.5% 1.5% 2.5% 4.8% 4.8% 5.0% 5.0% 5.0% 5.0%

PPI - average, % YoY 7.5% 13.0% 1.0% -1.0% 1.0% 2.0% 4.9% 4.8% 4.9% 4.9% 4.9% 4.9%

Commercial Bank Rates

Lending, average, % 10.5% 9.0% 8.5% 8.0% 7.5% 7.0% 6.5% 6.0% 6.0% 5.5% 5.0% 5.0%

Deposit, average, % 5.5% 5.0% 5.0% 4.3% 3.8% 3.0% 3.0% 2.6% 2.6% 2.5% 2.5% 2.5%

Social Indicators

Real disposable income, % YoY -1.7% 0.1% 0.8% -2.5% 0.2% 1.5% 1.9% 2.2% 2.4% 2.6% 2.8% 3.0%

Real wage growth, % YoY 0.7% 3.4% 6.8% -5.0% 1.0% 4.0% 4.5% 5.0% 5.0% 5.0% 5.0% 5.0%

Nominal monthly wages (RUB p/m) 39,050р. 41,393р. 46,549р. 49,342р. 52,796р. 55,172р. 57,103р. 58,930р. 60,698р. 62,458р. 64,207р. 65,941р.

Unemployment, % EOP 5.2% 4.7% 4.6% 6.0% 5.2% 4.8% 4.7% 4.6% 4.4% 4.4% 4.4% 4.4%

GDP per capita, US$'000* $11,435 $11,542 $11,124 $10,700 $11,931 $14,474 $16,344 $18,708 $19,867 $22,253 $23,960 $25,784

Trade & flow indicators

Trade balance, US$ bln $115 $194 $170 $120 $130 $170 $170 $160 $170 $175 $175 $175

Current account, US$ bln $40 $115 $71 $16 $31 $60.0 $60.0 $55.0 $60.0 $65.0 $60.0 $55.0

Current account % of GDP 2.4% 7.0% 4.3% 1.0% 1.8% 2.9% 2.6% 2.1% 2.1% 2.1% 1.8% 1.5%

FDI, US$ bln $25.0 $5.0 $15.0 $5.0 $10.0 $66.0 $70.0 $75.0 $80.0 $81.0 $82.0 $83.0

FDI, % of GDP 1.5% 0.3% 0.9% 0.3% 0.6% 3.2% 3.0% 2.8% 2.8% 2.6% 2.4% 2.3%

Capital inflow/outflow, US$ bln -$25.0 $67.5 -$25.0 -$20.0 -$20.0 -$10.0 -$15.0 -$20.0 -$15.0 -$15.0 -$15.0 -$15.0

Debt & Reserves

Foreign public debt, US$ bln $60.0 $55.0 $50.0 $53.0 $54.0 $56 $58 $60 $63 $66 $68 $70

Foreign public debt, % of GDP 3.7% 3.3% 3.1% 3.4% 3.1% 2.7% 2.5% 2.3% 2.2% 2.1% 2.0% 1.9%

Foreign private debt, US$ bln $460.0 $410.0 $430.0 $460.0 $490.0 $430 $460 $480 $500 $530 $560 $575

Total foreign debt, % of GDP 32% 28% 29% 33% 31% 24% 22% 20% 20% 19% 19% 18%

Forex reserves (ex gold), US$ bln $355 $382 $440 $410 $430 $530 $560 $600 $630 $650 $680 $700

Currencies

RUB/US$, year-end 57.7 69.4 62.0 74.0 68.0 61.0 58.0 56.0 54.0 52.0 50.0 48.0

RUB/US$, average 60.0 62.8 64.8 72.0 70.0 62.0 59.0 55.0 55.0 52.0 51.0 50.0

RUB/EUR, year-end 69.7 79.5 69.5 83.0 77.0 68.0 64.0 62.0 59.0 57.0 55.0 53.0

RUB/EUR, average 68.0 73.9 71.5 80.0 79.0 69.0 65.0 60.0 60.0 57.0 56.0 55.0

Average Urals, US$ p/bbl $55 $72 $63 $36 $48 $50 $50 $50 $50 $50 $50 $50

Source: Federal Statistics Service, Central Bank of Russia, Macro-Advisory estimates 
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Appendix 3: Russia Macro 

 

  

Balance of Trade, US$ mln (RHS) and Brent, US$ p/bbl (LHS) Current Account, % of GDP

Source: Central Bank of Russia Source: Central Bank of Russia 

State Debt-to-GDP (%) one of the Lowest in the World Total Russian External Debt*, US$ bln

Source: Ministry of Finance Source: CBR

* includes sovereign, banks and industrial company debt

Federal Budget Balance, % GDP: Surplus after 6yrs of Deficit Capital Flows, $ mln 

Source: Ministry of Finance Source: Ministry of Finance 

FDI (incl reinvestment), $ mln FDI (incl reinvest.), U$ mln: Sanctions only Partly to Blame 

Source: Central Bank of Russia Source: Central Bank of Russia 
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Appendix 4: Eurasia Macro Summaries  (To be reviewed this month) 

 

 

 
  

Growth Indicators
Population GDP, $bln GDP/Cap US$ GDP p/Cap US$ Upside, % GDP, % Change 

mln 2020E 2020E PPP $ to PPP 2019E 2020E 2021E

Armenia 2.9 $12.9 $4,388 $8,788 100% 5.4% 4.9%

Azerbai jan 10.0 $44.6 $4,471 $15,847 254% 3.0% 3.2%

Belarus 9.4 $58.0 $6,144 $17,168 179% 1.2% 0.9%

Georgia 3.9 $15.8 $4,055 $9,745 140% 5.0% 4.8%

Kazakhstan 18.7 $183.0 $9,786 $24,738 153% 4.5% 3.8% 3.9%

Kyrgyz Republ ic 6.2 $8.2 $1,327 $3,447 160% 4.6% 4.0%

Mongol ia 3.2 $13.6 $4,317 $12,209 183% 5.1% 4.5% 6.0%

Russ ia 146.3 $1,783.0 $12,187 $24,766 103% 1.3% 2.0% 2.9%

Tajikis tan 9.3 $8.2 $882 $3,061 247% 6.3% 5.7%

Turkmenistan 6.0 $52.0 $8,739 $17,129 96% 6.3% 6.0% 5.8%

Ukraine 42.3 $125.0 $2,955 $7,894 167% 2.6% 2.8%

Uzbekis tan 33.9 $58.3 $1,720 $6,253 264% 5.5% 5.8% 6.0%

Source: Respective National Statistics Services, Worldometers, Macro-Advisory Ltd estimates

Monetary Indicators

2019E 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E

Armenia 1.3% 3.0% 5.5% 5.5% 480 500

Azerbai jan 4.0% 6.5% 10.0% 10.5% 1.9 1.9

Belarus 5.1% 5.0% 9.0% 8.5% 2.11 2.20

Georgia 3.0% 2.9% 6.5% 6.0% 2.8 2.8

Kazakhstan 5.4% 4.6% 4.0% 9.25% 8.75% 8.00% 383 385 375

Kyrgyz Republ ic 4.5% 4.8% 4.25% 4.25% 70.0 70.5

Mongol ia 5.2% 8.0% 7.0% 11.0% 10.0% 9.0% 2,718 2,854 2,940

Russ ia 3.0% 3.6% 3.8% 6.25% 5.50% 5.50% 62.0 64.0 64.0

Tajikis tan 6.5% 6.0% 13.3% 13.0% 9.9 10.4

Turkmenistan 9.0% 10.0% 11.0% 2.4% 2.0% 3.0% 3.5 4.2 4.2

Ukraine 6.5% 5.5% 15.5% 13.0% 29.0 31.0

Uzbekis tan 15.2% 12.8% 10,.5% 16.0% 15.5% 14.5% 9,496 9,850 10,100

Source: Respective National Statistics Services, Macro-Advisory Ltd estimates

Inflation, eop % YoY Policy Rate, eop % YoY FX Rate v US Dollar, eop

Government Finances
Budget Balance, % GDP Public Debt, % GDP

2019E 2020E 2021E 2019E 2020E 2021E 2019E 2020E 2021E

Armenia -2.5% -2.5% -7.0% -6.8% 49% 50%

Azerbai jan 6.0% 5.0% 7.9% 10.1% 46% 47%

Belarus 1.5% 1.0% -1.5% -2.2% 56% 58%

Georgia -2.2% -2.0% -9.5% -8.4% 46% 44%

Kazakhstan -2.2% -2.0% -1.8% -2.0% -2.7% -2.2% 19% 20% 21%

Kyrgyz Republ ic -2.8% -2.0% -9.0% -9.5% 56% 57%

Mongol ia -5.3% -5.5% -4.5% -14.0% -16.0% -11.0% 74% 81% 86%

Russ ia 1.8% 0.5% 0.5% 4.3% 3.1% 2.4% 14% 14% 14%

Tajikis tan -4.0% -3.0% -3.0% -2.8% 51% 54%

Turkmenistan -3.5% -3.0% -2.5% -2.6% -2.9% -3.5% 29% 27% 29%

Ukraine 2.5% -2.4% -4.0% -4.3% 65% 65%

Uzbekis tan -1.5% -1.0% -1.0% -6.8% -6.4% -5.8% 24% 26% 29%

Source: Respective National Statistics Services, Macro-Advisory Ltd estimates

CA Balance, % of GDP
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Appendix 5: Iran & Afghanistan Macro Summaries (under review) 

 

 

 

  

Iran – Key Macro Trends & Forecasts           (Year end March 20th) 
2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20E 2020/21E 2021/22E

GDP, RIAL Bln 9,851 ريال 10,515 ريال 10,136 ريال 12,046 ريال 14,074 ريال 17,600 ريال 20,160 ريال 21,250 ريال 23,660 ريال

GDP, US$ bln using official exchange rate** $467 $435 $386 $419 $454 $440 $480 $500 $520

GDP, US$ bln using actual exchange rate** $467 $435 $386 $419 $293 $130 $144 $142 $163

GDP, real growth, % YoY -0.3% 3.2% -1.6% 13.4% 3.8% -4.9% -9.0% -2.0% 0.6%

CPI, eop, % YoY (CBI official report) 6.7% 8.3% 42.2% 38.0% 40.0% 30.0%

CPI, average, % YoY (CBI official) 34.7% 15.6% 11.9% 9.1% 9.6% 26.9% 42.0% 38.0% 32.0%

Unemployment, % 11.8% 10.8% 13.0% 12.5% 12.0%

Central bank Policy rate, eop, % 22.0% 20.0% 18.0% 18.0% 18.0% 17.0% 15.0%

Central Bank Effective Rate, eop, % 2.1% 2.0% 1.8% 1.90% 1.90% 2.10% 2.40% 2.00% 2.00%

Budget (Consolidated) balance, % of GDP (0.9%) (1.1%) (1.8%) (2.3%) (3.9%) (4.5%) (4.0%) (5.0%) (4.5%)

Trade Balance, $ bln $29.0 $22.0 $20.0 $22.0 $24.0 $20.0 $10.0 $10.0

Current Account, $ bln $31.3 $13.9 $1.2 $16.9 $5.9 -$1.8 -$2.9 -$4.0 -$5.2

Current account, % GDP 6.7% 3.2% 0.3% 4.0% 1.3% (0.4%) (0.6%) (0.8%) (1.0%)

Total Public Debt, $ bln $50 $51 $148 $182 $173 $185 $211 $225 $239

Total Public Debt, % of GDP 10.7% 11.8% 38.4% 43.5% 38.0% 42.0% 44.0% 45.0% 46.0%

Total foreign debt, $ bln $13.3 $11.3 $10.0 $9.1 $9.5 $10.0

Total foreign debt, % of GDP 3.2% 2.5% 2.3% 1.9% 1.9% 1.9%

FX Reserves, ex Gold, $bln $100

RIAL/US$, eop (CBI Official rate*) 12,279 25,100 28,000 30,240 32,420 42,000 42,000 44,940 48,086

RIAL/US$, average (CBI official rate*) 21,076 24,200 26,265 28,750 31,000 40,000 42,000 42,500 45,500

RIAL/US$, eop (Commercial Rate) 48,000 135,000 140,000 150,000 145,000

Iranian Oil production, mln bbl/d 2.7 2.8 2.9 3.6 3.8 3.8 2.5 2.5 2.5

Brent, US$ p/bbl, average $108 $100 $54 $45 $55 $72 $60 $60 $58

Source: Central Bank of Iran,  Macro-Advisory Ltd

* the CBI has capped the official exchange rate at 42,000 rial to the US$. 

** street rate based on Bonbast site

Afghanistan – Key Macro Trends & Forecasts           (Year end March 20th) 
2014/15 2015/16 2016/17 2017/18 2018/19 2019/20E 2020/21E 2021/22E 2022/23E

GDP, AFN bln 1,148 1,208 905 1,374 1,394 1,466 1,572 1,695 1,847

GDP, US$ bln $20.5 $19.8 $13.4 $20.2 $19.4 $18.8 $20.4 $21.5 $23.1

GDP, real growth, % YoY 3.1% -1.8% 2.2% 2.7% 2.7% 2.9% 3.2% 3.3% 3.5%

CPI, eop, % YoY 1.3% 0.8% 4.5% 3.1% 0.8% 4.2% 4.5% 5.0% 6.0%

CPI, average, % YoY 4.8% -2.0% 4.4% 5.0% 0.6% 2.3% 4.0% 4.5% 5.5%

Unemployment rate, % 8.7% 8.9% 8.8% 8.8% 8.8% 8.8% 8.7% 8.6% 8.5%

Da , Afghanistan Bank Policy Rate, % 15.0% 15.0% 14.8% 14.0% 13.0% 12.2% 12.2% 12.2% 12.2%

Core budget, % of GDP (1.8%) (0.7%) (0.7%) (0.7%) (1.2%) (1.0%) (2.0%) (4.0%) (4.0%)

Trade balance, $ bln -$7.2 -$7.2 -$5.9 -$6.3 -$5.1

Current account, $ bln $1.1 $0.8 $1.3 $0.2 $0.1 -$0.2 -$0.3

Current account, % GDP 5.8% 2.9% 8.0% 4.0% 6.9% 1.3% 0.6% (0.9%) (1.3%)

FDI, $ bln

Total national debt, $ bln $1.8 $1.8 $1.1 $1.5 $1.4 $1.4 $1.6 $1.8 $2.0

Total national debt, % GDP 8.7% 9.1% 8.0% 7.6% 7.1% 7.4% 7.8% 8.4% 8.7%

Reserves, incl. FX, gold & State Fund, $ bln

AFA/US$, eop 58 68.0 66.8 69.5 75.0 76.7 78.0 80.0 79.0

AFN/US$, average 56 61.0 67.5 68.0 72.0 78.0 77.0 79.0 80.0

Source: Da Afghanistan Bank, Macro-Advisory Ltd
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Appendix 6: Capital Markets & Key Commodities 

 

  

    Index/Price* % chg. March* YTD* 2019 2018 2017 2016 2015

RTS Index 1,014 -21.9% -34.5% 44.9% -7.4% 0.2% 52.2% 3.2%

MICEX Index 2,509 -9.9% -17.6% 28.6% 12.2% -5.5% 26.7% 20.3%

RDX USD Index 1,167 -25.0% -37.9% 42.1% -5.7% 1.3% 52.1% 0.5%

Kazakhstan KASE 2,224 0.1% -5.9% 2.5% 6.6% 59.3% 58.1% -8.8%

Ukraine UX 1,404 -11.5% -7.5% -10.9% 26.1% 71.8% 15.6% -33.6%

WIG - Warsaw/Ukr 296 -15.4% -17.5% -13.5% -15.8% -3.6% 40.6% 56.4%

Mongolia - MSE 20 16,904 -11.2% -6.7% -8.6%

Turkey ISE 106,791 0.8% -13.9% 25.4% -22.3% 51.2% 5.6% -16.3%

Shanghai Composite 2,750 -4.5% -9.8% 22.3% -25.5% 6.6% -12.3% 9.4%

India BSE 29,468 -23.1% -28.7% 13.9% 7.2% 28.1% 1.7% -4.9%

Brazil Bovespa 74,020 -28.9% -36.0% 31.6% 12.8% 26.9% 38.9% -13.3%

South Africa All-Share 44,490 -12.8% -22.1% 8.2% -11.7% 17.5%

Saudi Arabia 6,505 -14.7% -22.2% 7.3% 8.7% 0.3%

MSCI EM Index 849 -15.6% -23.9% 15.5% -16.6% 33.8% 8.6% -17.0%

MSCI DM World Index 1,853 -13.5% -21.4% 25.2% -10.4% 20.3% 5.3% -2.7%

S&P 500 2,585 -12.5% -20.0% 28.9% -6.2% 20.0% 9.5% -0.7%

Euro Stoxx 50 2,787 -16.3% -25.6% 24.8% -14.0% 6.6%

Copper, US$ p/lb 216.7 -14.7% -22.5% 6.3% -19.7% 31.8% 17.4% -24.4%

Brent, fwd, US$ p/bbl 24.9 -49.9% -62.3% 22.7% -19.2% 17.7% 52.4% -28.4%

CO2 Emissions Eur/MT 16.9 -28.3% -31.3%

Gold, US$ p/oz 1,594.4 0.5% 5.0% 18.4% -2.7% 12.5% 8.1% -10.2%

Silver, US$ t/oz 16.7 0.4% -6.4% 15.2% -9.8% 22.3%

Platinum, US$ p/oz 723.1 -16.5% -25.2% 21.4% -15.7% 4.6% 1.4% -26.3%

Palladium, US$ p/oz 2,363.1 -9.7% 21.5% 54.3% 15.1% 56.4% 22.5% -30.4%

Nickel, US$ p/ton 11,435 -6.5% -20.2% 34.5% -3.3% 27.5% 14.3% -41.4%

Wheat, US$ p/bu 564 7.5% 1.0% 11.0% 16.1% 4.7% -13.2% -20.3%

Corn, US$ p/bu 339 -7.9% -12.6% 3.4% 6.2% -0.4% -1.9% -9.6%

RUB/US$ - spot 78.8 -15.2% -21.4% 12.6% -4.1% 6.2% 20.0% -21.1%

RUB/EUR - spot 86.7 -14.9% -19.9% 15.2% -5.3% -7.4% 23.5% -8.4%

Armenia - Dram/US$ spot 501.4 -4.5% -4.5% 1.2% -0.3% 0.4%

Afghanistan Afgani.US$ spot 76.7 -1.0% 0.6%

Azerbaijan - Manat/US$ spot 1.7 0.2% 0.0% -0.1% 0.0% 6.2%

Belarus - Ruble/US$ spot 2.6 -13.5% -18.5% 2.3% -7.9% -1.3%

Georgia - Lari/US$ spot 3.3 -15.5% -12.9% -6.4% -3.6% -1.7%

Iranian Toman (commercial rate) 16,620.0 -10.3% -19.7% -16.1%

Kazakhstan - Tenge/US$ - spot 448.3 -14.9% -14.6% -0.5% -13.0% 0.6% 2.2% -86.8%

Kyrgyz Republic - Som/US$ spot 81.0 -13.5% -13.8% 0.1% -1.2% 0.5%

Mongolia - Togrog/US$ spot 2,772 -0.7% -2.0% -2.9% -8.0% 2.2%

Tajikistan - Somoni/US$ spot 10.2 -5.1% -5.0% -2.7% -13.2% -10.7%

Turkmenistan - Manat/US$ spot 3.5 0.0% 0.0% 0.0% 0.0% 0.0%

Ukraine - Hryvnia/US$ - spot 27.6 -10.8% -13.7% 16.5% 1.2% -2.7% -11.7% -52.3%

Uzbekistan - So'M/US$ spot 9,550 -0.2% -0.1% -11.9% -3.4% -60.3%

US$/EUR 1.1 0.8% 2.5% 1.9% 5.5% -12.7% 3.6% 10.2%

  Bond Yields 31-Jan-2020 28-Feb-2020 31-Mar-2020 31-Dec 2019 31-Dec 2018 31-Dec 2017 31-Dec 2016 31-Dec 2015

UST - 10 Yr Yield 1.51% 1.16% 0.61% 1.91% 2.72% 2.43% 2.47% 2.22%

Russia - Eurobond '30 2.12% 2.68% 3.16% 2.59% 4.25% 3.11% 2.40% 2.94%

OFZ - 9yr 6.18% 6.68% 6.90% 6.50% 8.80% 7.82% 8.41% 9.59%

Source: Bloomberg

* prices at close March 31st 2020
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Appendix 7:  Russia Is Well-Positioned to Weather COVID-19's 

Economic Fallout 

This Op-Ed first appeared on Russia Matters web site russiamatters.org/analysis/russia-well-positioned-

weather-covid-19s-economic-fallout]  

Russia is in a relatively good position to survive the COVID-19 crisis and several months of low oil revenues. 

This is because of the changes it was forced to make to its monetary and fiscal management as a result of the 

sanctions and the previous oil price collapse in 2014. While the economy does look set to contract by between 

0.5 and 1 percent, instead of the expected growth of 2 percent, Russia will avoid a financial crisis and the 

government has enough financial resources to fund recovery programs when conditions improve. It may not 

even have to scale back existing spending plans by too much or too early. 

Russian President Vladimir Putin's government has spent the last three years meticulously, i.e. at a painfully 

slow pace, preparing a fiscal and industrial strategy that the president hopes will lead to sustained economic 

recovery. More than that, his ambition is to also use these programs to improve social conditions. This means 

he would have greater public support for whatever succession strategy he chooses in 2024, as opinion polls 

show that support for the president has become closely linked with economic wellbeing. 

The Russian economy grew by 1.3 percent in 2019, more or less the same as in 2017 and, when adjusted for 

a one-off boost from the Yamal LNG project, as in 2018. For an economy at what is still a relatively early stage 

of development, such a rate of growth is borderline stagnation. The headline growth has been supported by 

extractive industries and some emerging growth sectors, such as agriculture and ecommerce, but in sectors 

where a majority of people are employed, such as in construction and most consumer sectors, growth has 

been much weaker, if at all present. Rosstat data shows that real disposable incomes fell for five straight years 

until extra budget spending boosted the number into a modest positive last year. 

Putin has set his government a target of doubling GDP per capita from US$11,500 to US$23,000 during this 

term. That will only be possible if the target growth rate of 3.5-4.0 percent is reached by 2022. The expected 

drivers of that growth were supposed to have been export growth and investment expansion. This latter driver 

is particularly important. It is a 26 trillion ruble spending plan (US$345 billion at the current exchange rate) 

spread across thirteen separate categories with the aim of changing Russia's economy and society. It is Putin's 

legacy plan. 

And it was all going to plan. The economy started the year with very positive indicators. GDP was on track to 

deliver the expected 2 percent growth for this year with sectors such as construction and retail leading the 

way. But that has all now come to a hard stop. The price of Urals crude is down almost 50 percent since the 

start of the year, dragging the ruble-dollar exchange rate down 18 percent. Before this week's oil price rally, 

Brent crude was down 62 percent and the ruble had lost 22 percent versus the dollar since the start of the 

year.  As a consequence, investment and consumption indicators have fallen steeply. The IHS Markit Services 

Indicator has collapsed from an expansionary 54 at the end of January, to 37 at the end of March, indicating 

that a steep contraction is already under way. 

There is now no question that the economy is in near lockdown and the data for Q2 will be dreadful. A 

contraction in GDP close to 10 percent this quarter is expected. Q3 may be better, but not by much if current 

expectations for the course of the global pandemic are correct. For Russia, it is now a case of what can it 

expect coming into Q4 and 2021? In particular, what adjustments will have to be made to budget spending 

plans and to national projects funding? 

  

http://r20.rs6.net/tn.jsp?f=001U9e1ZVf2fdiwl_ThQJffIySYC7bfL8lPND9zEo2VVW9vjd5pJVgZsm552v007UezLjW6OnwAXPARBSVRSU5Ff8g-OZsJcyk0fLMX03gr9kTx4trPkVV-wjJuuNxJyeGmwYSB7Wk7oa7LlS-n6PTJL-fYXRRUQuB6tr1wh7yMQg4y8Cj1W7OKYsHkTr0muMBV27k17vxkL-IUYqPJvQBWNbv7yTPYyOBsYtb70Wtz8sIr7ThDn_YqcU2i4aTDRKjFV3G44UvRwrQ=&c=UWOJeNhjpGgUCHQ_I7PYokSu_LigTCkfzohum-B3wJDDQgcZiflF2w==&ch=Q4eVia3rJv0jfWXRF6Mlmq6G6OLvpDrSKRCNEyjuCWlDG8Z_64aZyw==
http://r20.rs6.net/tn.jsp?f=001U9e1ZVf2fdiwl_ThQJffIySYC7bfL8lPND9zEo2VVW9vjd5pJVgZsm552v007UezLjW6OnwAXPARBSVRSU5Ff8g-OZsJcyk0fLMX03gr9kTx4trPkVV-wjJuuNxJyeGmwYSB7Wk7oa7LlS-n6PTJL-fYXRRUQuB6tr1wh7yMQg4y8Cj1W7OKYsHkTr0muMBV27k17vxkL-IUYqPJvQBWNbv7yTPYyOBsYtb70Wtz8sIr7ThDn_YqcU2i4aTDRKjFV3G44UvRwrQ=&c=UWOJeNhjpGgUCHQ_I7PYokSu_LigTCkfzohum-B3wJDDQgcZiflF2w==&ch=Q4eVia3rJv0jfWXRF6Mlmq6G6OLvpDrSKRCNEyjuCWlDG8Z_64aZyw==
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The one positive is that the need to adjust to the 2014 sanctions and the oil price collapse that year has left 

Russia in a strong financial position. Total national debt is less than 14 percent of GDP and external sovereign 

debt is less than 3 percent of GDP, meaning there is no debt service pressure in the budget. The total value of 

foreign exchange reserves plus gold reached US$571 billion at the end of February, with the latter accounting 

for approximately US$115 billion of this. That total has fallen by over US$20 billion in March because of the 

ill-advised move away from the dollar, a decision made in order to reduce exposure to U.S. assets out of fear 

of sanctions. Most currencies have weakened relative to the dollar since the pandemic 

In early 2015, the combination of sanctions and weak oil tax receipts forced Putin to agree to let the ruble 

devalue very steeply. It was either that or risk running down financial reserves to a level that would have left 

the country politically vulnerable. The weak ruble has not only accelerated investment and export growth in 

such sectors as agriculture, but it has also created a counter-balance to the price of oil. Budget revenues are 

protected in rubles as the currency weakens with a falling oil price. In addition to this change, the government 

also adopted the so-called "Fiscal Rule." This mandates that the budget must only assume an average oil price 

of US$42 per barrel and all additional tax receipts are diverted monthly to the National Welfare Fund. This 

fund was valued at US$150 billion on March 1 and is there primarily to fund national projects and Putin's 

promised social programs. 

This combination of a free-floating ruble and the Fiscal Rule means that Russia may balance this year's budget 

with a combination of US$42 oil and a ruble-dollar rate at 75. Compare this with a requirement for US$115 oil 

in 2013 and Saudi Arabia's US$85 requirement for its current year budget. For Russia, any deficit resulting 

from a less favorable oil and exchange rate can easily be covered out of the National Welfare Fund, at least 

for this year. 

But, what about the viability of Putin's ambitious economic and social plan? This depends to a large extent on 

how much money Putin will have from oil receipts and how much investment Russia can attract to help fund 

the national projects. An improved relationship with OPEC is key to the former, and avoiding further damaging 

sanctions is critical to the latter. But even without further sanctions, Russia will struggle to attract any 

meaningful new investment. One of the consequences of the COVID-19 pandemic is that cross-border 

investment capital will be greatly reduced for several years. So-called risk investments, which covers most 

emerging economies, always struggle for new investment in such an environment. 

The big policy and spending decisions will likely be made after the summer when, presumably, there is a better 

sense of the damage caused, both domestically and globally, by the pandemic. By then the oil price trend 

should also be clearer. If both look favorable, then expect few major changes to the current recovery strategy. 

But, if the oil price remains well below the breakeven and is in danger of staying there into 2021, then we can 

expect big changes to spending plans and to economic, social and political expectations. Putin would not 

approve a budget deficit for two years in a row because of the risk of financial erosion and leaving the country 

vulnerable to future sanctions risk. 

Existing sanctions, while acting as a positive catalyst initially, are proving a big drag on inward investment. 

Investors are reluctant to engage more with Russia because of perceived reputational and business risk. That 

is certainly slowing the pace of recovery and increasing the financial burden on the federal budget. Hence, it 

is the size of oil tax receipts that matters more over the medium term than additional sanctions. Longer term, 

investment flow is critical for the development of any economy. Russia can make progress during the 

remainder of Putin's current term, and come very close to the ambitious economic and social targets he has 

set, if the oil price recovers and COVID-19 is dealt with in 2020. 

  



 

 51 

Macro Monthly 
 

Trade with China, especially with expanding crude oil, petrochemicals and both piped gas and LNG, will 

compensate for a slow pick-up in other exports. The value of trade between the two countries, predominately 

hydrocarbons and agriculture produce from Russia, has doubled to over US$100 billion in the past three years. 

It is expected to double again, mostly with higher volumes of gas and LNG exports, in the next three to four 

years. That expanding trade will help China secure energy supply routes and help Russia to boost budget 

receipts. It may not be enough, on its own, to transform the economy as Putin would wish, but it will underpin 

the country's financial stability and ensure there is always enough money to buy political stability, with or 

without additional Western sanctions. 

In summary, it is a case of good news and bad news for Russia. On the one hand, the country is in good shape 

financially and should be able to ride through the combination of COVID-19 and lower oil receipts without a 

crisis, at least for this year. But, on the other, Putin is not going to be able to deliver on his growth promises 

without being able to maintain a high level of budget spending and without being able to attract a lot more 

inward investment. Without that investment, stability may morph into stagnation in the latter part of his 

presidential term.  
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Appendix 8:  Russia and Eurasia Relevant Books 

Title:  Putin’s People: How the KGB Took Back Russia and then Took on the West  

Author:  Catherine Belton 

Catherine Belton is the former long-serving Moscow Correspondent for the Financial Times. She has previously 

reported on Russia for Moscow Times and Business Week. In 2008, she was shortlisted for Business Journalist 

of the year at the British Press Awards.  

The sleeve notes describe this a “chilling and revelatory expose of the KGB’s renaissance, Putin’s rise to power, 

and how Russian black cash is subverting the world” In Putin’s People,  Catherine Belton reveals the untold 

story of how Vladimir Putin and his entourage of KGB men seized power in Russia and built a new league of 

oligarchs. Through exclusive interviews with key inside players, she tells how Putin’s people conducted their 

relentless seizure of private companies, took over the economy, siphoned billions, blurred the lines between 

organized crime and political powers, shut down opponents, and then used their riches and power to extend 

influence in the West. 

Title: Eurasianism: An Ideology for the Multipolar World (Russian, Eurasian, and Eastern 

European Politics)  

Author:  Paolo Pizzolo 

Paolo Pizzolo is research fellow in international relations at the University LUISS Guido Carlo of Rome. 

Eurasianism: An Ideology for the Multipolar World investigates the ideology of Eurasianism, a political 

doctrine that founds its principles on geopolitics and conservatism. Specifically, the book examines neo-

Eurasianist thought and its implications for the international system. After collocating Eurasianism in the 

spectrum of conservative theories, the research analyses its historical evolution from the early 20th century 

to its contemporary manifestations. Pizzolo describes the liaison between Eurasianism and geopolitics, 

describing the nature of geopolitics and the main theories that highlight the relevance of the Eurasian 

landmass, including Mackinder's "Heartland theory", Spykman's "Rimland theory", and Haushofer's 

"Kontinentalblock" project. The book also focuses on the central elements of the neo-Eurasianist ideology, 

including the key features of the so-called "Fourth Political Theory", arguing that Eurasianism could represent 

a theoretical contribution for the advent of the multipolar world. 

Title:  The Eurasian Economic Union and Integration Theory  

Author:  Mikhail Mukhametdinov 

Mikhail Mukhametdinov is adjunct professor at the Samara College for the Humanities, Russia. He is formerly 

head of applied linguistics and foreign languages at this school and visiting scholar at Stanford University’s 

Department of Iberian and Latin American Cultures  

This book evaluates the utility of the Eurasian Economic Union in economic, political, cultural and geostrategic 

dimensions. It does so through a systematic comparison of the bloc with aspects of the European Union along 

a number of criteria derived from integration theory. The book concludes that the EAEU is a useless 

undertaking, at least for Russia, in any of the integration dimensions discussed.  
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This is so because of the inherent properties of the region, and also because of the behaviour of the member 

states in the context of Russia’s resistance to the West. Besides, the principles of liberal economics, endorsed 

by the union, contribute to asymmetries in development among its member states. In addition to a symbolic 

event spotlighting Russia’s regional leadership, the union appears mainly as a shop where gas is sold below 

market prices, and as an import base of unskilled labour for Russia in conditions of Russia’s high 

unemployment and underemployment. Concurrently, the book discusses Russia’s grievances with the West, 

which have been inducing and constraining Eurasian integration at the same time. 

Title: Sovietistan: Travels in Turkmenistan, Kazakhstan, Tajikistan, Kyrgyzstan, and 

Uzbekistan 

Author:  Erika Fatland 

Erika Fatland studied Social Anthropology at the University of Oslo. 

Turkmenistan, Kazakhstan, Tajikistan, Kyrgyzstan, and Uzbekistan became free of the Soviet Union in 1991. 

But though they are new to modern statehood, this is a region rich in ancient history, culture, and landscapes 

unlike anywhere else in the world. In Sovietistan, the author takes the reader on a compassionate and 

insightful journey to explore how their Soviet heritage has influenced these countries, with governments 

experimenting with both democracy and dictatorships. 

In Kyrgyzstani villages, she meets victims of the tradition of bride snatching; she visits the huge and desolate 

Polygon in Kazakhstan where the Soviet Union tested explosions of nuclear bombs; she meets shrimp 

gatherers on the banks of the dried out Aral Sea; she witnesses the fall of a dictator. She travels incognito 

through Turkmenistan, a country that is closed to journalists. She meets exhausted human rights activists in 

Kazakhstan, survivors from the massacre in Osh in 2010, and German Mennonites that found paradise on the 

Kyrgyzstani plains 200 years ago. We learn how ancient customs clash with gas production and witness the 

underlying conflicts between ethnic Russians and the majority in a country that is slowly building its future in 

nationalist colours. 

Title:  Routledge Handbook of the Caucasus 

Editors:  Galine Yemelianova  and Laurence Broers 

Galina Yemelianova is a Research Associate at the Centre of Contemporary Central Asia & the Caucasus in the 

School of Oriental and African Studies at the University of London. Laurence Broers is Caucasus Programme 

Director at Conciliation Resources, UK. He is the author of Armenia and Azerbaijan: Anatomy of a 

Rivalry (2019), and the co-founder and co-chief editor of the Caucasus Survey.  

The Routledge Handbook of the Caucasus offers an integrated, multidisciplinary overview of the historical, 

ethno-linguistic, cultural, socio-economic and political complexities of the Caucasus. Covering both the North 

and South Caucasus, the book gathers together leading Western, Caucasian and Russian scholars of the region 

from different disciplines in the humanities and social sciences. Following a thorough introduction by the 

editors, the handbook is divided into six parts which combine thematic and chronological principles: 
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Title:  Into Wild Mongolia  

Author:  George Schaller 

George Schaller is a field biologist who is known for his research on tigers, mountain gorillas, and giant pandas. 

He is a senior conservationist with the Wildlife Conservation Society. 

Mongolia became a satellite of the Soviet Union in the mid-1920s, and for nearly seven decades effectively 

closed its doors to the outside world. Biologist George Schaller initially visited the country in 1989, and was 

one of the first Western scientists allowed to study and assess the conservation status of Mongolia's many 

unique, native wildlife species. Schaller made a number of trips from 1989 to 2018 in collaboration with 

Mongolian and American scientists. This book provides a first-hand account of Schaller's time in Mongolia 

where he studied and helped develop conservation initiatives for the snow leopard, Gobi bear, wild camel, 

and Mongolian gazelle, among other species. Featuring magnificent photographs from his travels, the book 

offers a fresh perspective on the natural beauty of the region, which encompasses steppes, mountains, and 

the Gobi Desert. 

Title:  MBS: The Rise to Power of Mohammed Bin Salman  

Author:  Ben Hubbard  

Ben Hubbard has spent more than a dozen years reporting in the Middle East, where he is the Beirut bureau 

chief for The New York Times. 

When his elderly father took the throne in 2015, Mohammed bin Salman (MBS) got his chance. As the hands-

on-ruler, he made seismic changes, working doggedly to overhaul the kingdom's economy, loosen its strict 

Islamic social codes and confront nearby enemies, especially Iran. His vision initially won fans at home and 

abroad as he convinced other nations that the moment had come to bet big on Saudi Arabia. Over time, 

however, the sheen of the visionary young reformer has tarnished, leaving many wondering whether MBS is 

actually an aspiring dictator whose lack of experience and rash decisions are destabilizing the world's most 

volatile region. 

Based on years of reporting and hundreds of covert interviews, MBS provides new insights into Saudi Arabia’s 

catastrophic military intervention in Yemen, the bizarre detention of the Lebanese prime minister, the surprise 

arrest of hundreds of princes and businessmen, and the greatest scandal of the young prince's rise: the brutal 

murder of Saudi journalist Jamal Khashoggi. 
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Appendix 9:  Russian Actions to Contain Covid-19 

 

  

Russian Government Measures To Restrict Covid-19

3-Feb Restriction on entry by Chinese citizens, except through Sheremetevo airport

20-Feb Ban on entry by Chinese citizens

26-Feb Control of arrivals from South Korea, China and Italy

1-Mar Ban on entry by Iranian and South Korean citizens

2-Mar Moscow schools cancel swimming and large scale events

5-Mar Cancellation of St Petersburg International Economic Forum (June)

6-Mar Self-isolation of arrivals from China, South Korea, Iran, France, Germany, Italy and Spain

11-Mar Moscow ban on events with more than 5000 

Most fl ights to Italy, Germany, France and Spain suspended

13-Mar Ban on entry to Italian citizens and foreigners arriving from Italy

14-Mar Russia closes land border with Poland and Norway

Moscow school attendance optional

16-Mar Flights to Europe limited to Sheremetevo connections to major capital cities

Government announces economic stimulus package

Border with Belarus closed

Russia l imits entry by all  foreigners until  1 May (diplomats and similar excluded)

19-Mar All persons arriving in Russia to observe mandatory 14 day quarantine

First patient with Covid-19 dies

20-Mar Central Bank of Russia keeps interest rates unchanged

21-Mar Public and private medical facil ities must register qualified personnel in a centralized database

Government meeting on measures to support the economy

Moscow government closes gyms and swimming pools

25-Mar President Putin visits Moscow's main isolation hospital at Kommunarka

26-Mar President Putin addresses nation

Government introduces legislation to the Duma that would empower it to announce an emergency

Government announces cessation of all  international fl ights from March 27th

28-Mar Moscow announces closure of cafes, restaurants and non-essential shops

30-Mar Prime Minister Mishustin closes borders to all  traffic

2-Apr Presidential address extending non-working period to end April

4-Apr Russia closes air connections with other countries

5-Apr Government bans the imposition of penalties for nonpayment of household util ities

9-Apr President's l ive TV address to governors

10-Apr Tightening of Moscow quarantine - non-essential businesses close, permit regime introduced

11-Apr From April  15th, QR codes required in Moscow and Moscow region for car journeys

Source: Macro-Advisory, from Russian media sources
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Appendix 10: OPEC+ Production Agreement 

 

  

OPEC+ Production Agreement, million barrels per day

Baseline Initial Cut Production Stage 2 Cut 2020 Stage 3 Cut 2021

May-June July-Dec Jan-April

Algeria 1,057 241 816 193 864 145 912

Angola 1,527 348 1,179 278 1,249 209 1,318

Congo 325 72 251 59 266 44 281

Eq. Guinnea 127 29 98 23 104 17 110

Gabon 187 43 144 34 153 26 161

Iraq 4,653 1,061 3,592 849 3,804 637 4,016

Kuwait 2,809 641 2,168 513 2,296 385 2,424

Nigeria 1,829 417 1,412 334 1,495 250 1,579

Saudi  Arabia 11,000 2,508 8,492 2,006 8,994 1,505 9,495

UAE 3,168 722 2,446 578 2,590 433 2,735

Iran 2,050 0 2,050 0 2,050 0 2,050

Libya 780 0 780 0 780 0 780

Venezuela 840 0 840 0 840 0 840

Total OPEC, mbpd 30,352 6,082 24,268 4,867 25,485 3,651 26,701

Azerbai jan 718 164 554 131 587 98 620

Bahrain 205 47 158 38 167 28 177

Brunei 102 23 79 18 84 14 88

Kazakhstan 1,709 390 1,319 312 1,397 234 1,475

Malays ia 595 136 459 109 486 82 513

Mexico* 1,753 100 1,653 100 1,653 100 1,653

Oman 883 201 682 161 722 121 762

Russ ia 11,000 2,508 8,492 2,006 8,994 1,505 9,495

South Sudan 130 30 100 24 106 112

Plus countries, mbpd 17,095 3,599 13,496 2,899 14,196 2,182 14,895

OPEC+, mln bbl/d 47,447 9,681 37,764 7,766 39,681 5,833 41,596

Source: OPEC, OPEC+ States

* Mexico has only agreed to cut 100,000 bbl/d and (it is assumed) will keep that 100,000 bbl/d cut throughout
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Who are we? 

 Macro-Advisory is an independent Eurasia-based consultancy providing international 

companies and investors with strategic advisory services throughout the CIS-Eurasia 

region 

 Macro-Advisory’s coverage footprint includes the entire CIS-Eurasia region plus Mongolia 

 For our clients we carry out market and sectoral analysis, risk assessments, and deep due-

diligence work across all of the key industry sectors in all of the countries in the region 

 We keep our clients fully informed of the relevant trends and events which impacts their 

business 

 We assist local business teams and management in headquarters to help ensure a strategic 

focus and success for our clients’ businesses 

 We are experts on the Eurasian Economic Union (EaEU) and help our clients assess the 

opportunities and implications of the economic bloc 

 We are experts in the operation of the Chinese promoted Belt & Road Initiative (BRI) and 

in helping our clients understand the opportunities arising from this expanding trade and 

transport network 

Our Competitive Advantages 

 Local. From our base in Moscow, we cover the entire CIS-Eurasia region. We have an 

available network of industry specialists across the region to assist with project work as 

required. We also have offices in London, Washington and New York, from which we are 

able to regularly engage with our clients.  

 Independent. We are independent and this allows us to offer completely impartial advice. 

We combine coverage of economics, politics, industry and social trends to provide the 

most comprehensive analysis for our clients. 

 Experienced. The combined experience of our key personnel living and working in the CIS-

Eurasia region is over 150 years. 

 Network. We have built a substantive network of contacts in government and regulatory 

agencies as well as in other relevant bodies. This allows us to consult with decision makers 

and policy influencers, and to gain better insights into evolving events. 

 Commercial. All of our reports come with commercially relevant and, more importantly, 

actionable recommendations.  

 Reports. All of our clients get regular reports updating and providing analysis of economic 

and industry data as well as an assessment of all relevant news and events, which are 

important for companies and investors in the region. 

 Briefings. We host regular client briefings, including quarterly events with specialist guest 

speakers. We also organize formal presentations for clients, including at management and 

board level. 

  



 

 58 

Macro Monthly 
 

Reports Suite* 
Russia Macro Monthly. This monthly update provides 
a record of all of the events which investors in Russia 
are interested in, such as economics, politics, monetary 
policy and all business-related developments. This 
publication also has updated economic forecasts for 
Russia and all of the CIS-Eurasia states. We also provide 
reviews of all new books published which are focused 
on or which may influence the Eurasia region. 

In Context. Whenever a topic arises which is both 
topical and of concern to our clients, such as the 
questions and threats posed by sanctions, we issue 
quick response notes to place the topic into a proper 
context. In these notes we highlight the areas of 
concern and set out our opinion about what to expect 
next and how to prepare for it.  

Eurasia country reports. We issue regular updates for 
all of the countries in the CIS-Eurasia region. These will 
cover not only macro and political events but will also 
highlight business trends and focus on opportunities 
for investors, both existing and emerging. These 
reports also look at and explain any risks in respective 
investment scenarios. 

Industry reports. The bulk of the work we undertake 
for our clients, for example, strategic industry analysis, 
is customized and is exclusive for the client. But, from 
time to time, we cover the general trends and focus on 
opportunities for investors in sectors which we believe 
have high growth potential. Over the past year we have 
issued reports covering agriculture, e-commerce, 
insurance, pharmaceuticals, construction, and many 
others. 

Thematic reports. In this series of reports, we look at 
interesting and emerging themes which have relevance 
across the CIS-Eurasia region and are not exclusive to 
one country. We issue regular updates on the 
development of the Eurasia Economic Union (EaEU), 
the expanding Belt & Road network and the investment 
opportunities arising from this, Caspian Corridor 
developments, and others. 

Political briefings. For our clients we issue regular 
updates covering sensitive political issues in all of the 
countries of Eurasia. In these tightly controlled reports, 
we are able to offer an un-biased and frank opinion 
about the events and set out the implications for 
businesses and investment risk. 
 

*Refer to our web site (www.macro-advisory.com) for a full list of available reports 
  

http://www.macro-advisory.com/
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Contacts 

Moscow: +7 495 139 4703 

London:  + 44 208 798 0742 

Tokyo:  +81 3 5219 1520 

Washington: +1 914 494 3344 

Email:   info@macro-advisory.com 

Website: http://macro-advisory.com/ 

No warranties, promises, and/or representations of any kind, expressed or implied are given as to the nature, 
standard, accuracy, or likewise of the information provided in this material nor to the suitability or otherwise 
of the information to your particular circumstances. Macro-Advisory Limited does not accept any responsibility 
or liability for the accuracy, content, completeness, legality, or reliability of the content contained in this note.  
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