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 According to the RenCap-NES leading GDP indicator, our final 
estimate of 1Q14 GDP growth is -0.1% YoY, down from the 2.6% we 

projected in February. In QoQ seasonally adjusted (s/a) terms, the 1Q14 forecast is 

revised downwards to -1.1%, from 1.0% last month. The second estimate of the 2Q14 

real growth GDP is -1.0% YoY, down from 3.1% one month earlier. This corresponds 

to a QoQ s/a growth rate of -0.9%, a significant decline relative to the February 

projection of 0.3%.The two quarterly growth forecasts suggest that real GDP is likely 

to contract by 0.6% YoY in 1H14. 

 We downgrade FY14E GDP growth to 1.6%, from 3.3%. Our 

previous 3.3% growth forecast rested on three key assumptions: an end to 

destocking, a rebound in fixed investment growth and fairly resilient domestic 

consumer demand. The February estimates of the RenCap-NES leading GDP 

indicator supported our view, forecasting 2.6% and 3.1% GDP growth in 1Q14 

and 2Q14, respectively. 

 Russia faces strong headwinds due to Ukraine tensions. The rapid 

pace of rouble depreciation in January amid the EM currency sell-off was followed by 

escalating political upheaval in Ukraine. This resulted in accelerated capital flight, 

leading to further pressure on the rouble and turmoil in the financial markets, a 150-bpt 

rate hike by the CBR, and increased business and consumer uncertainty. All of these 

factors contribute to a challenging environment for domestic demand growth this year. 

We cut our investment growth forecast to 0.1%, from 3.8%, and our forecast for 

consumer demand growth to 3.0%, from 4.9%. A positive impact from our lower 

import growth forecast (2.7%, vs 7.5% previously) will clearly be unable to 

compensate for these challenges. 

 Nevertheless, we expect growth to remain positive in 2014. 
Although the 1H14 results are likely to be unimpressive, in our view, we still expect 

growth to pick up in 2H14 as the dust settles. For the full year, we expect Russia to 

avoid stagnation and even to improve its growth performance marginally compared 

with 2013 (when growth was 1.3%). First and foremost, we believe a compromise on 

Ukraine will be found sooner or later, and that increased sanctions against Russia are 

unlikely. Second, without continued cuts in inventories, which probably bottomed-out 

in many sectors in 2013, Russian GDP growth is likely to be higher. Third, tight labour 

market conditions should remain a supportive backdrop for domestic demand.  

 Next month’s update of the RenCap-NES leading GDP indicator should clarify 

whether the recent downturn could be exaggerated by the volatility of recent data, 

and is likely to shed more light on 1H14 Russian GDP growth performance. 

 

Important disclosures are found at the Disclosures Appendix. Communicated by Renaissance Securities (Cyprus) Limited, regulated by the Cyprus Securities & Exchange 
Commission, which together with non-US affiliates operates outside of the USA under the brand name of Renaissance Capital. 

 

Figure 4: Rouble/dollar and basket exchange rates 

 
Source: Bloomberg 
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Figure 2: Contributors to real GDP growth, % YoY  

 
Source: Rosstat, Renaissance Capital estimates 
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Figure 3: Domestic labour market indicators, % 

 
Source: Rosstat, REB, Reneissance Capital estimates 
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Figure 1: Russia – real economy 

  14-Feb 14-Jan 10 11 12 13 

Industrial production,  
% YoY 

2.1 -0.2 8.2 4.7 2.7 0.3 

Fixed investment,  
% YoY 

-3.5 -7.0 6.0 6.2 6.6 -0.3 

Retail sales, % YoY 4.1 2.4 4.4 7.2 6 3.9 
Real wages, % YoY 6.0 .5 2 4.4 4.1 8.6 5.3 
Unemployment, % 5.6 5.6 7.5 6.6 5.5 5.6 

Source: Rosstat, Renaissance Capital estimates 
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Figure 5: Real GDP growth, YoY 

 
Source: Rosstat, NES estimates, Renaissance Capital estimates  

 

Figure 6: S/a GDP growth, QoQ 
 

  
Source: Rosstat, NES estimates, Renaissance Capital estimates 

 In this report we publish our final estimate of YoY 

1Q14 real GDP growth and our second estimate of 

YoY 2Q14 real GDP growth. These projections are 

based on the information available as of the middle of 

March and are essentially a nowcast and a one-quarter-

ahead forecast, respectively. 

 According to the RenCap-NES leading GDP indicator, 

the fifth and final estimate of YoY 1Q14 GDP growth is 

-0.1%, down from the 2.6% we projected in 

February. In QoQ s/a terms, the 1Q14 forecast is revised 

downwards to -1.1%, from 1.0% last month. 

 The second estimate of the 2Q14 real growth GDP is 

-1.0% YoY, down from 3.1% one month earlier. This 

corresponds to a QoQ s/a growth rate of -0.9%, a 

significant decline relative to the February projection of 

0.3%. 

 The downward revision of both 1Q14 and 2Q14 

forecast is substantial and it signals that the 

economy might be on the verge of a recession. Such 

a dramatic change in the growth forecast, from positive 

to negative, is driven mostly by two pieces of bad news. 

First, the most recent industrial production data for 

January published by the Rosstat surprised significantly 

on the downside. Second, actual 4Q13 growth, from the 

first official estimate of FY13 growth, turned out to be 

worse than we forecast, at 1.4% (our forecast: 1.8%). In 

terms of the contribution of individual predictors, the list 

of top negative drivers was dominated by production 

output data in manufacturing, the metallurgical industry, 

metal mining, means of transportation, and machinery 

and equipment. The only major positive contribution, in a 

quantitative sense, was made by the international price 

of aluminium. Overall, the data draw a fairly gloomy 

picture of the state of the economy. Based on the two 

quarterly growth forecasts, we now estimate real GDP 

growth in 1H14 at -0.6% YoY. 

 Next month, we will update our estimates of 2Q14 

and 1H14 GDP growth.  

Figure 7: 2Q14 GDP forecast revision and its main drivers 

 

Figure 8: Our estimates of real GDP growth 

  

To 
previous 

year 
QoQ QoQ, s/a Annualised 

4Q13 (vintage 5) 1,8% 7,6% 1,0% 4,1% 

1Q14 (vintage 5) -0,1% -23,3% -1,1% -4,3% 

1Q14 (vintage 4) 2,6% -21,6% 1,0% 4,1% 

2Q14 (vintage 2) -1,0% 8,3% -0,9% -3,6% 

2Q14 (vintage 1) 3,1% 9,9% 0,6% 2,4% 

1H2014 -0,6%       
 Source: Rosstat, NES estimates, Renaissance Capital estimates 

 
Source: NES estimates, Renaissance Capital estimates  
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Figure 9: Russia – key economic indicators 
Ratings (M/S&P/F): Baa1/BBB/BBB 

  2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013E 2014E 2015E 

Activity                               
Real GDP (% YoY) 5.1 4.4 7.3 7.2 6.4 8.2 8.5 5.2 -7.8 4.5 4.3 3.4 1.3 1.6 3.0 
Private consumption (% YoY) 9.5 8.4 7.7 12.5 12.2 12.2 14.3 10.6 -5.1 5.1 6.4 6.8 4.7 3.0 4.5 
Government consumption (% YoY) -0.8 4.1 2.4 2.1 1.4 2.3 2.7 3.4 -0.6 -1.5 0.8 -0.2 0.0 0.5 0.6 
Investment (% YoY) 10.0 2.8 12.5 13.7 10.9 16.7 21.0 10.6 -14.4 5.8 10.2 6.0 -0.3 0.1 4.0 
Industrial production (% YoY) 2.9 3.1 8.9 8.0 5.1 6.3 6.8 0.8 -9.2 8.3 4.8 2.5 0.3 1.0 3.3 
Unemployment rate (% YoY) 9.0 7.9 8.2 7.8 7.2 7.2 6.1 6.3 8.4 7.5 6.6 5.5 5.6 5.6 5.6 
Nominal GDP (RUBbn) 8,944 10,819 13,208 17,027 21,610 26,917 33,248 41,277 38,807 46,309 55,800 61,811 66,689 71,624 77,354 
Nominal GDP ($bn) 306 345 430 591 764 990 1,299 1,658 1,224 1,523 1,898 1,994 2 091 1 995 2 125 
Population (mn) 145.2 145.0 144.3 143.8 143.2 142.8 142.8 142.7 142.9 142.9 143.0 143.3 143.3 143.5 143.7 
GDP per capita ($) 2,109 2,376 2,982 4,111 5,332 6,930 9,095 11,617 8,567 10,660 13,272 13,914 14,589 13 ,903 14,788 
Gross domestic saving (% of GDP) 32.6 28.5 28.3 30.4 30.5 30.4 30.9 30.3 21.3 26.1 29.5 28.6 28.3 27.6 26.9 
Stock of bank credit to corp/households (RUBbn) 1,286 1,755 2,733 3,945 5,540 8,183 12,506 16,861 16,454 18,616 23,954 28,657 33,700 39,092 44,956 
Stock of bank credit to corp/households (% of GDP) 14.4 16.2 20.7 23.2 25.6 30.4 37.6 40.8 42.4 40.2 42.9 46.4 50.5 54.6 58.1 
Deposits (RUBbn) 1,532 2,068 2,782 3,728 5,170 7,306 10,458 12,211 14,897 18,586 22,675 25,754 28,507 31,643 35,440 
Loan-to-deposit ratio 84.0 84.8 98.2 105.8 107.2 112.0 119.6 138.1 110.5 100.2 105.6 111.3 118.2 123.5 126.9 
                                
Prices                               
CPI (average % YoY) 21.6 15.8 13.7 10.9 12.7 9.7 9.0 14.1 11.7 6.9 8.4 5.1 6.8 5.8 5.0 
CPI (end-year % YoY) 18.6 15.1 12.0 11.7 10.9 9.0 11.9 13.3 8.8 8.8 6.1 6.6 6.5 5.6 4.5 
Nominal wages (monthly), RUB 3,240 4,360 5,499 6,740 8,555 10,634 13,593 17,290 18,639 20,950 23,532 26,803 30,234 32,834 36,511 
Wage rates (% YoY, nominal) 45.7 34.6 26.1 22.6 26.9 24.3 27.8 27.2 7.8 12.4 12.2 13.9 12.8 8.6 11.2 
                                
Fiscal balance                                
Consolidated government balance (% of GDP) 3.0 1.4 1.7 4.3 7.5 7.4 5.4 4.1 -5.9 -4.0 0.8 0.0 -0.8 -0.8 -0.5 
Total public debt (% of GDP) 42.2 36.5 29.8 22.5 14.8 8.9 7.1 5.2 9.4 9.6 9.9 10.0 10.9 11.3 11.7 
                                
External balance                               
Exports ($bn) 102 107 136 183 244 304 354 472 303 401 522 528 522 536 551 
Imports ($bn) 53.8 61.0 76.1 97.4 125 164 223 292 192 249 324 336 344 352 369 
Trade balance ($bn) 48.2 46.0 59.9 85.6 119 140 131 180 111 152 198 192 177 184 182 
Trade balance (% of GDP) 15.7 13.4 13.9 14.5 15.6 14.1 10.1 10.9 9.1 10.0 10.4 9.6 8.5 9.2 8.6 
Current account balance ($bn) 33.9 29.1 35.4 59.5 84.6 94.7 77.8 103.5 48.6 70.3 98.8 71.4 33.0 25.5 16.8 
Current account balance (% of GDP) 11.1 8.4 8.2 10.1 11.1 9.6 6.0 6.2 4.0 4.6 5.2 3.6 1.6 1.3 0.8 
Gross FDI ($bn) 4.0 4.0 6.8 9.4 15.5 37.6 55.9 74.8 36.6 43.1 55.1 50.6 85.0 38.0 62.0 
Gross FDI (% of GDP) 1.3 1.2 1.6 1.6 2.0 3.8 4.3 4.5 3.0 2.8 2.9 2.5 4.1 1.9 2.9 
Current account balance plus FDI (% of GDP) 12.4 9.6 9.8 11.7 13.1 13.4 10.3 10.8 7.0 7.4 8.1 6.1 5.6 3.2 3.7 
Exports  (%YoY, value) -2.9 4.9 27.1 34.6 33.3 24.6 16.4 33.3 -35.8 32.3 30.2 1.1 -1.2 2.7 2.8 
Imports (%YoY, value) 19.9 13.4 24.8 28.0 28.3 31.2 36.0 30.9 -34.2 29.7 30.1 3.6 2.6 2.2 4.8 
Foreign exchange reserves ($bn) 36.6 47.8 76.9 125 182 304 479 427 439 479 499 538 505 470 490 
Import cover (months of merchandise imports) 8.2 9.4 12.1 15.4 17.5 22.2 25.8 17.5 27.4 23.1 18.5 19.2 17.6 16.0 15.9 
                                
Debt indicators                               
Gross external debt year-end ($bn) 146 152 186 213 257 313 464 481 467 483 545 636 732 765 802 
Gross external debt (% of GDP) 48 44 43 36 34 32 36 29 38 32 29 32 35 38 38 
Gross external debt (% of exports) 143 142 137 116 105 103 131 102 154 121 104 111 140 143 146 
Total debt service ($bn) 23.7 29.4 28.4 44.3 58.7 85.2 107 148 87.0 100 109 128 143 153 161 
Total debt service (% of GDP) 8 9 7 7 8 9 8 9 7 7 6 6 7 8 8 
Total debt service (% of exports) 23 27 21 24 24 28 30 31 29 25 21 24 27 29 29 
                                
Interest & exchange rates                               
Broad money supply (% YoY) 39.9 32.4 50.4 35.8 38.5 48.7 43.5 0.8 17.7 31.1 22.3 11.9 15.1 14.0 14.7 
Refinancing rate year-end (%) 25.0 21.0 16.0 13.0 12.0 11.0 10.0 13.0 8.75 7.75 8.00 8.25 8.25 7.75 5.00 
REPO rate year-end (%)     6.5 6.5 6.5 6.5 6.5 9.5 6.0 5.0 5.25 5.50 5.50 5.50 5.00 
Deposit rate year-end (%)     0.5 0.5 0.5 2.3 2.8 7.25 4.0 3.0 4.00 4.25 4.50 4.00 4.00 
3-month interest rate (MosPrime avg %) 15.2 14.0 7.8 7.2 4.9 5.1 5.9 9.8 13.7 4.3 5.1 7.1 7.00 6.9 6.0 
3-month rates minus $-LIBOR 11.4 12.2 6.6 5.6 1.3 -0.1 0.6 6.8 13.0 4.0 4.8 6.7 6.8 6.3 6.2 
Exchange rate (RUB/$) year-end 30.5 31.8 29.5 27.7 28.8 26.3 24.5 29.4 30.2 30.5 32.1 30.5 32.7 35.5 37.1 
Exchange rate (RUB/$) annual average 29.2 31.4 30.7 28.8 28.3 27.2 25.6 24.9 31.7 30.4 29.4 31.0 31.9 35.9 36.4 
Exchange rate (RUB/EUR) year-end 27.1 33.5 36.8 37.6 34.1 34.7 35.9 42.7 43.3 40.8 41.7 40.3 44.9 47.8 48.7 
Exchange rate (RUB/EUR) annual average 26.2 29.7 34.7 35.8 35.2 34.1 35.0 36.5 44.1 40.3 40.9 39.9 42.4 46.8 48.1 

Source: Rosstat, MinFin, CBR, Renaissance Capital estimates 
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reliance should be placed. Any reliance you place on such information is therefore strictly at your own risk. The application of taxation laws depends on an investor’s individual 
circumstances and, accordingly, each investor should seek independent professional advice on taxation implications before making any investment decision. The 
Communication has been compiled or arrived at based on information obtained from sources believed to be reliable and in good faith. Such information has not been 
independently verified, is provided on an ‘as is’ basis and no representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness, 
reliability, merchantability or fitness for a particular purpose of such information, except with respect to information concerning Renaissance Capital, its subsidiaries and 
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