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COVID-19 cases

Number of new confirmed cases per million New deaths per million inhabitants, 7dma

The epidemic situation in inhabitants. 7dma

Russia and across the globe 700 1 14 1
has continued to worsen.
Yet, the euro area has seen 600 1 12 1
a noticeable decline in new
cases since mid-November 500 4 10 4
(primarily in France and
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Global financial and commodity markets (2)

CDS of EMEs Ruble exchange rate (USD/RUB) and Urals

A more positive sentiment in

(change on 02.01.2017 bp)

financial markets has led to 150 - 90
a decrease in country risk

premiums and has 80
supported national 100

currencies in EMESs.

The ruble appreciated
noticeably against the dollar
in November-December,
reaching levels at the end of
July. The Russian CDS has
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-50 30
20
-100
10
-150 - 0 T T T
2017 2018 2019 2020 2017 2018 2019 2020
All EMEs (excluding Argentina)
- Stable EMESs = Urals —USDRUB, rhs
e RUSssia

50

Sources: Reuters, Bloomberg, Bank of Russia calculations

70

60

50

price (USD/bbl) dynamics

85

80

75

70

65

60

55



@ Bank of Russia 5

Consumer prices

Nov,

YoY. % A, p.p. Inflation by main groups, core inflation (% YoY)
: and the Bank of Russia key rate (% p.a.)

CPI, headline 4.4 +0.4 11
CPI, core 3.6 +0.3 10
Median 35 +0.3

Inflation is developing above the
Bank of Russia’s forecast and is
expected to lie within the range
of 4,6-4,9% at the end of 2020.

This is largely related to the
effect of one-off proinflationary
factors in certain markets and
the continuing pass-through of
the ruble’s earlier weakening to
prices.

According to Bank of Russia
estimates, current consumer
inflation indicators reflecting the
most sustainable price
movements grew in November -1 -
and were close to 4% 2017 2018 2019 2020
(annualized).
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Inflation rates for main groups, seasonally adjusted (1)
Nov 2020. % YoY MoM I d d . CPI, excluding fruit and vegetables,
' SAAR 10 - Al goods and services 10 oil products and utility services
10 10
All 44 74 9 1 9 9 9
8 - -8 g 8
- ex. F&V, oil 7 -7 7 7
prod. and util. 4.2 6.9 6 - ‘ -6 6 6
S 1 -5 5 5
Food 5.8 10.9 4 l‘\ ‘I \ ' L4 4 4
- ex. F&V 50 86 3 33 3
2 T -2 2 2
Although domestic demand is still ¢ | 1M (o |I LYl II|I| :
exerting constraining influence on 1l | ' L 4 | | | 1
price movements, itis offset by "5, 2018 2019 2020 2017 2018 2019 2020
proinflationary factors over the
short-term horizon. Food goods Food goods, excluding fruit and vegetables
They include, among other [ & i i
things, supply-side factors (in [ 1616 16
particular, the emerging labour | 1414 14
force shortage in certain spheres L 1212 12
and additional costs of _ L 10 10 10
businesses to comply with anti- -8 8 8
epidemic requirements) and -6 6 It 6
secondary effects related to the 42 i 5
growth of inflation expectations. i g 0 | "l " Lt I II 0
L 2 -2 -2
L 4 -4 -4

Sources: Rosstat , Bank of Russia’s estimates
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Inflation rates for main groups, seasonally adjusted (2)
Nov 2020, % voy MoM
SAAR Non-food goods Non-food goods, excluding oil products
10 10 10 - 10
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Sources: Rosstat, Bank of Russia’s estimates

Columns — monthly price growth rate, seasonally adjusted, %
Line — annual inflation, % (rhs); thin line — SMMA SAAR
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Inflation expectations — households

Inflation observed and expected by households, median estimate, %

Oct Nov
20,% 20,% 18 -

Observed 9.6 10.7
16 -

Expected 9.7 101

- with savings 9.0 101 14
- w/out savings  10.0 10.6

Inflation expectations of
households continued to grow,
driven mainly by the growth of
prices for certain everyday
goods and exchange rate
volatility.

2016 2017 2018 2019 2020
—(Qbserved inflation = Expected inflation —Annual inflation

Sources: LLC “inFOM”, Rosstat
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Price expectations — businesses

PMI Prices Dec Nov A, pp d d . q Replies of businesses to the question: “How will the
M | ¢ 771725 4.6 PMI sturv:ey lata odn_f?ro_ uc_erdmput an prices of final goods change in the upcoming 3 months
ng inpu ) ) ) output prices, diffusion index, pp (increase/decrease)?”, balance of replies, % SA
80 - 45 -
Mng Output 58.357.1 1.2
40
S Input 64.558.0 65 '°]
35
S Output 53.6 53.1 0.5 70 A

30

. . : 25
Businesses’ price expectations 65

increased over the previous
months and remain elevated,
driven by higher costs.
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Sources: Bank of Russia’s business survey, IHS Markit
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Economic activity surveys

] o PMI Services PMI Manufacturing
High-frequency indicators of 60 60
economic activity point to a
pause in the economic recovery g | 55
in 2020 Q4.
However, the worsening 50 - - 50
epidemic situation in Russia L
and worldwide is constraining 45 | 45
economic activity significantly
less than in 2020 Q2. 40 4 40
This is related to the targeted
nature of restrictive measures 35 | 35
and the adaptation
of households and businesses  , | 30
to the new conditions.
25 - 25
20 20
2015 2016 2017 2018 2019 2020 2015 2016 2017 2018 2019 2020

= PMI Services = PMI Manufacturing

—PMI Services New Business = PMI Manufacturing New Orders

- PM| Services New Export Business =P M| Manufacturing New Export Orders

Sources: IHS Markit
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Basic output indicator

% YoY Oct  Sep A, p. Contribution to annual growth, pp

Basic indic.
w/t wholesale -45 -29 -1.6
with wholesale -4.1 -2.3 -1.8

Mining -88 -94 0.6
Manufacturing -4.4 05 -49
Agriculture -66 14 -8.0

Construction -0.1 -0.1 0.0
Transportation -4.0 -39 -0.1
Wholesale -19 15 -34
Retail trade -24 -3.0 0.6

The 2020 GDP decline may
reach around 4%.

In spring 2021, the Russian
economy is expected to resume g
its sustainable growth as the
coronavirus situation returns to

normal. -10 -
. . 2016 2017 2018
Accommodative monetary policy
will continue to support the Mining
economy throughout the next Agriculture
year.

mmmm Transportation

Wholesale

Basic output indicator with wholesale, %

Source: Rosstat, Bank of Russia’s estimates
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Consumer demand and household incomes
The labor market is adjusted Unemployment and labor force Wages, % YoY
through the employment 41 7.0 20 1 [ 20
channel.
The current decrease in 3 | 65 15 - . 15
unemployment is largely due
to a shortage of low-skilled
workers (migrants) and an 2 - 6,0 - 10
increase in demand for
personnel involved in the
fight against COVID-19. 1 - 5,5 - 5
High rates of wage growth
are maintained as a result of
state support (measures 01 5.0 0
against COVID-19) and low
inflation.
1 4,5 - 5
-2 - 4,0 .10 L -10
2016 2017 2018 2019 2020

Sources: Rosstat, Bank of Russia’s estimates

= | abor force, % YoY
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Fiscal policy

Fiscal measures provide
significant support to the
economy. This year, budget
spending increased by over
14% against 2019.

Medium-term inflation is
significantly impacted by
fiscal policy.

In its baseline scenario, the
Bank of Russia proceeds
from the fiscal policy path
reflected in the Guidelines for
Fiscal, Tax and Customs and
Tariff Policy for 2021 and the
2022-2023 Planning Period,
as well as from the
announced time frames for
the completion of anti-crisis
measures of the Government
and the Bank of Russia.

The Bank of Russia also
considers the updates and
comments by the Ministry of
Finance and the Government,
added to the Guidelines in
October-December 2020.

Sources: Federal Treasury

Federal budget balance,
12 month moving sum, as % of GDP

Federal budget revenue and spending,
12 month moving sum, as % of GDP

22 - 4 -
21,1
20 1
18 - 17,7
16,7 .
16 - °.
14 -

12,5
- s 115

51

2 4

T |'12 -
2014 2015 2016 2017 2018 2019 2020 2021

0 T T T T T T
2014 2015 2016 2017 2018 2019 2020 2021

Total revenue

Federal budget balance

Non-oil-and-gas revenue

—— Qil and gas revenue Non-oil-and-gas balance

Total spending

....... Without extra revenues from the sale of Sberbank

°°°°°°°° Without extra revenues from the sale of Sberbank
shares

shares



® Bank of Russia

14

Deposit and credit market — interest rates

Monetary conditions have
not seen any significant
changes since the previous
meeting of the Bank of
Russia Board of Directors.

Loan and deposit rates
mainly stabilised.

Sources: Bank of Russia

Interest rates on corporate loans in rubles,
% per annum

Interest rates on retail loans in rubles,
% per annum
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OFZ yields

OFZ yields changed
unevenly over different
maturities.

Medium-term OFZ yields
declined slightly amid the
improved situation in
financial and commodity
markets.

Sources: Bank of Russia
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Lending expansion Contribution to annual
. . L ibuti growth of bank
contlnued. Cl‘e_dlt' activity is Contribution todaenrtl)l;?tlsgrowth of household claims, pp
growing steadily in both the 50 - pOSItS™. PP - 40
corporate and retail
segments of the credit 40 - - 35
market.
Apart from accommodative 30 - 30
monetary conditions, lending |
movements are influenced 20 |
by the preferential L 0
programmes implemented 9.1
by the Government as well 101 e
as by regulatory relaxations.
When making its key rate 0 . : : : . ; L 10
decisions, the Bank ' ' ' '
of Russia will assess 410 - |
the impact of cancelling
these anti-crisis measures 20 | Lo 10
on monetary conditions. 2014 2015 2016 2017 2018 2019 2020 2013 2014 2015 2016 2017 2018 2019 2020
Revaluation of FX deposits Revaluation of FX loans
Short-term foreign currency deposits Bonds
Long-term foreign currency deposits Consumer loans
Short-term ruble deposits Mortgage loans .
i Loans to enterprises for more than 3 years
Long-term ruble deposits .
Loans to enterprises for up 3 years
- Total deposit portfolio, % = Total loan portfolio, %
= Dollarization of household deposits, rhs == Total loan portfolio, excl. FX revaluation, %

* Excluding escrow accounts

Sources: Bank of Russia, Monetary policy department’s estimates
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Monetary policy decision on 18 December 2020

4.25

4.4

2018

2019

—Key rate, % per annum

2020

= |nflation, % YoY

On 18 December 2020, the Bank of Russia Board of Directors decided to
keep the key rate at 4.25% per annum. Inflation is

developing above the Bank of Russia’s forecast and is
expected to lie within the range of 4.6-4.9% at the end of 2020. One-off
proinflationary factors are exerting more significant and prolonged upward
influence on prices amid the growth in households’ and businesses’ inflation
expectations and supply-side restrictions. The worsening epidemic situation
in Russia and worldwide is constraining economic activity significantly less
than in 2020 Q2. The situation in external financial and commodity markets
has improved, supported by expectations of faster global economic recovery
on the back of vaccine development progress. Disinflationary risks
do not prevail in 2021 as much as before, considering the
strengthening of short-term proinflationary factors and

risks of their influence being more prolonged. According to
the Bank of Russia’s forecast, given the current monetary policy stance,
annual inflation will reach 3.5-4.0% in 2021 and will stabilise close to 4%
later on.

Given the high heterogeneity of current economic and
price movement trends, the Bank of Russia will assess
the subsequent developments and the existence of a

potential for additional key rate reduction. In its key rate
decision-making, the Bank of Russia will take into account actual and
expected inflation dynamics relative to the target and economic
developments over the forecast horizon, as well as risks posed by domestic
and external conditions and the reaction of financial markets.

Source: Press release following the Bank of Russia’s Board of Directors meeting as of 18.12.2020



