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The economic development indicators in the Russian Federation over the first half-year of 2015 and the initial
data on the movement of the main macroeconomic indices in July-August 2015 are such that they have neces-
sitated a downward adjustment of the main macroeconomic indices plotted in the basic scenario. The scenario-
based model relies on the forecast of the average annual price of oil. According to our estimations, this index for
2015 will be at the level of S 55 per barrel. We have presented three scenarios for 2016; our basic scenario in its
core parameters is close to the scenario developed by the RF Ministry of Economic Development and assumes
that the average annual price of oil will be at the level of S 55 per barrel. The other two scenarios — the pessimistic
(price of oil — S 40 per barrel) and the optimistic one (S 70 per barrel) — represent, in our opinion, the ceiling and
the floor of the probable range achievable under realistic scenarios.

The indices of the Russian economy’s development
over the first half-year of 2015 point to a continuing
economicdecline. As seen by the preliminary estimates
for the first half-year of 2015 released by Rosstat, GDP
shrank by 3.4%, industrial production — by 2.7%, and
investment in fixed assets — by 5.4% respectively on
the first half-year of 2014.

The decline of consumption was even more dramat-
ic: retail turnover dropped by 8% on the same period
of 2014. The decline of real income was more mod-
erate: the real disposable household income shrank
by 3.1%, but the average wage dropped by 8.5% in
real terms. The Consumer Price Index for the first six
months of 2015 rose to 108.5% on December 2014, or
to 115.3% on June 2014.

The data for July point to the prevalence of negative
trends. The August downfall of oil prices, followed by
the ruble’s significant weakening, made more intense
the manifestations of the main problems plaguing the
Russian economy.

The downward adjustment of part of the indicators
for Q1 (in the main those pertaining to the balance of
payments) by comparison with the expectations for
the period from early June through the end of Q2 2015
also pushed down the main economic indices for 2015
(on the June forecast).

At the same time, in our scenario for 2015 we are
still oriented to the average annual price of Urals crude
oil at the level of $ 55 per barrel. This index is plot-
ted on the basis of the assumption that the average
price of oil in Q4 will be at the level of $ 45-50 per
barrel, which appears to be realistic in the absence of
new significant shocks in the world oil market. Thus, in
particular, we estimate that the emergence, as early as

1 This article is part of Operative Monitoring of the Economic
Situation in Russia. Trends and Challenges of Socioeconomic
Development]. No 12. September 2015.

this year, of Iran as a fully-fledged supplier of oil in the
world market is an unlikely event.

We are considering for 2016 three possible eco-
nomic development scenarios, which differ in the pre-
dicted average annual price of oil. As the basic condi-
tion, the average price of Urals crude oil is plotted to
stay at $ 55 per barrel — both in 2015 and in 2016. We
should like to emphasize: this assumption implies that
the foreign trade conditions for the Russian economy
are not going to demonstrate any drastic changes over
the next two years. According to the pessimistic sce-
nario, the average annual price of Urals crude oil will
decline to $ 40 per barrel in 2016, and according to the
optimistic scenario it will rise to $ 70 per barrel.

The ruble’s average nominal exchange rate against
the US dollar under the basic scenario is forecasted at
the level of 61.2 in 2015 and 62.2 in 2016. The ruble’s
real effective exchange rate in 2015 is expected to
decline by 7.8%, but then to rise in 2016 by 15.6%.

For the period of 2015-2016 we forecast growth of
the national economy in nominal terms. However, the
decline of GDP in real terms will amount to 3.2% in
2015 and to 1.6% in 2016.

We estimate that in 2015 the decline of investment
in fixed assets will amount to 11%. We do not expect a
revival of investment growth even under the optimis-
tic scenario of economic development. For 2016, the
estimated decline of investment in fixed assets may
vary from 3.3% under the pessimistic scenario to 0.6%
under the optimistic one. Under the basic scenario,
the volume of investment will shrink by 2.4%.

The real money income of households will display a
negative dynamics in 2015 — we predict its shrinkage
by 53%. This negative trend will also persist in 2016 —
we expect an additional drop of this index by another
2.4%. Under the pessimistic scenario, the fall of real
income will be more impressive — by 3.7%. Meanwhile,



even in the optimistic scenario it is not expected that
in 2016 the population’s income may start to grow in
real terms; under this scenario, their estimated move-
ment will amount to -0.1%. One of the factors respon-
sible for the downward movement of the population’s
income in real terms will be the persistently high rates
of inflation. The Consumer Price Index under the basic
scenario will be 14% in 2015, and 7.7% in 2016.

The decline of household income will evidently push
down the consumer demand for commodities and ser-
vices. Retail turnover in real terms will shrink by 7.7%
in 2015, and by 1.5% in 2016. Nevertheless, we esti-
mate that under the optimistic scenario the consump-
tion index may begin to climb — by 1.0%, which can
occur due to stabilization in the lending market and
the resumption of growth in consumer lending.

Exports in 2015 will shrink in dollar terms by 27.5%
on 2014 —to $ 408.8bn. The main input in the decline
of exports will be made by the declining prices for oil
and gas, with the resulting shrinkage of the value of
exports of oil, gas and petroleum products: the oil and
gas exports will drop by more than one-third on 2014.
In 2016, the volume of exports will further shrink to $
97.9bn. The volume of imports in 2015 will decline by
more than one-third —to $ 272.3bn, due to the down-
ward movement of the ruble’s exchange rate against
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major foreign currencies and the shrinkage of demand
for imports, including both intermediate and final
products. In 2016, in accordance with the basic sce-
nario, the volume of imports will continue its down-
ward movement (to $ 260.4bn).

For the period of next two years we forecast a high
level of interest rates on ruble-denominated loans,
whose level will be noticeably higher than the infla-
tion rate. So, for 2015 we forecast the nominal credit
rate to be at the average level of 16.1% per annum
(0.5% in real terms), and for 2016 — 14.4% per annum
(3.8% in real terms). The constraints imposed by the
high cost of borrowed funds will create an additional
obstacle to the revival of investment activity through-
out the economy. At the same time, as the annual
inflation rate is expected to decline against the back-
drop of the still shrinking GDP, we plot in our basic
scenario that the key rate of the RF Central Bank will
drop towards late 2015 to 10.0%, and towards late
2016 — to 6.5-7.0%.

The growth rate of money aggregates will be mod-
erate, at a level below the inflation rate, which can be
explained by the high cost of lending resources. The
growth of money supply (M2) in 2015 will amount to
21.7%, and in 2016 — to 2.3%. The monetary base will
increase by 3.1% in 2015 and by 5.5% in 2016.
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