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INFLATION AND MONETARY POLICY IN MAY 2013
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The consumer price index stood at 0.7% in May 2013 (0.5% in May 2012), showing an increase of 0.2 p.p. vs.
April 2013. In June, prices were growing too: the consumer price index reached 0.3% within 20 days of the
month, thereby boosting inflation by 7.4% on a year-on-year basis. A downtrend in the ruble exchange rate
which was observed in May thru June didn’t result in any substantial growth in Central Bank’s currency inter-

ventions.

Consumer-price inflation accelerated in May: con-
sumer price index increased from 0.5% in April 2013
to 0.7% at month-end, being 0.2% higher against 2012.
As a result, inflation reached 7.4% on a year-on-year
basis (see fig. 1). Core inflation® stood at 0.3% in May
2013, being 0.1 p.p. higher year on year.

The consumer price index increased basically in
response to faster growth of prices of food products
(from 0.7% in April to 1.0% in May) as a result of faster
growth of prices of fruit and vegetable products (from
3.6% in April to 6.5%), sugar and granulated sugar
(from 1.7% in April to 2.0%), fish and seafood products
(from 0.2 in April to 0.6%). Prices of such food prod-
ucts as sun flower oil, as well as eggs were found to be
0.1% and 6.6% lower respectively against the previous
month. Growth in prices of alcoholic beverages (from
1.4% B March to 1.0% in April and 0.8% in May), bread
and flour products (from 0.8% in April to 0.4% in May)
and macaroni products (from 0.6% in April to 0.4% in
May) kept slowing down.

Prices and tariffs of retail paid services grew at a
rate of 0.8% in May, being 0.5% higher than in April.
It was the passenger transport services that increased
most (by 4.8%) during the season of mass vacations,
namely long-distance train charges, as well as costs of
airline services. Furthermore, costs of health-improv-
ing services and international travel services grew up
by 1.4% and 1.6% respectively. Costs of personal ser-
vices (+0.5%), medical services (+0.7%) and insurance
services (+0.7%) tended to grow.

In May 2013, growth in prices of non-food prod-
ucts slowed down vs. April to increase 0.3% (+0.4
in April) at the end of the month. It was prices of
tobacco products (+3.2%) (+4.3 in April 2013) and
medicaments (+0.9%) (+1.0 in April 2013) that in-
creased most within this group of products. In June,

1  Reference consumer price index is an indicator which de-
scribes the level of inflation in the consumer market, net of sea-
sonal (prices of fruit and vegetable products) and administrative
(tariffs of regulated types of service, etc.) factors which is also cal-
culated by the Federal State Statistic Service of Russia (Rosstat).

prices of audio visual goods (-0.3%) and motor ben-
zene (—0.4%) kept dropping among non-food pro-
ducts.

The consumer price index stood at 0.3% as of
June 20. As a result, accumulated year-to-date infla-
tion reached 3.4%, being 1.3 times year on year. In-
flation stood at 7.4% as of June 20 on a year-on-year
basis.

The acceleration of inflation seems to basically
have non-monetary nature and result from seasonal
growth in prices of foods products, excises on excis-
able goods and tariffs of transport services at the
beginning of the year. Indexation of pensions in Feb-
ruary had a certain effect on the price growth too.
Consumer-price inflation began to slow down in
February and continued in March, but again prices
tended to grow in April in response to an increase in
prices of certain food products and tariffs and prices
of certain groups and types of service. Further price
growth will be encouraged by indexation of public
utility rates scheduled for July 1 and a poor crop
anticipated due to adverse weather conditions at
certain regions. Inflation will be constrained by such
factors as low domestic demand which has been ob-
served over a year, and further slowdown in money
supply growth rates (M2 growth rate slowed down
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Fig. 1. CPI growth rate in 2011-2013 (% year over year)
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19.6% as of May 1, 2012 to 15.2% as of May 1, 2013
on a year-on-year basis).

In May 2013, MO dropped 0.3% to Rb 8782,8bn
(Fig. 2). MO has the following growing components. 2000
Correspondent accounts, an increase of 9.6% to
Rb 893,1bn, compulsory reserves, an increase of 2.8%
to Rb 487bn, banks’ deposits with the Central Bank of
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narrowed M1 (cash plus compulsory reserves) by 1.5%
to Rb 7765,5bn (Fig. 3).

In May, the volume of excess reserves at commer-
cial banks® grew up by 9.8% to Rb 1017,4bn, whereas Fig. 2. Commercial banks’ debt owed

, . . to the Bank of Russia in 2008-2013

banks’ debt under repo transactions increased by
11.9% to reach Rb 2,07 trillion. According to the data
as of June 26, banks’ debt under repo transactions s 180
amounted to Rb 2,2 trillion (Fig. 2). Increased debt
on repo transactions in May was accompanied by in-
crease in interest rates in the interbank lending mar-
ket? (from 6.2% in April to 6.37% in May). The interest
rate stood at an average of 6.25% in June 1 thru 26.

On June 1, 2013, the volume of Central Bank’s in-
ternational reserves amounted to $518,4bn, having
dropped by 3.6% year-to-date (Fig. 3). Russia’s dollar
international reserves contracted in Q1 2013 basi-
cally because the US dollar gained against the Euro.
In May, the international reserves kept contracting
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2 Interbank interest rate is the monthly average MIACR, an in-

terest rate on ruble overnight interbank loans.
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exchange rate was 1.3 on average in May. The dual
currency basket value increased by 1.28% to Rb 35,8
in May. Ruble devaluation in nominal terms was par-
tially driven by lower oil prices in the global mar-
ket. In June, a trend of ruble weakening in nominal
terms continued. USD exchange rate increased by
2.9% to reach Rb 32,7, EUR exchange rate increased
by 3.7% to reach Rb 42,97 as of June 26. As a result,
the dual currency basket value increased by 3.3% to
Rb 37,3. EUR/USD exchange rate was 1.3 on average
within 26 days in June.
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Fig. 5. Ruble exchange rate indicators in
January 2005 thru May 2013



