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RUSSIA’S ECONOMY TO ENTER A STABILIZATION ZONE
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Developments that unfolded in Q1 2016, par  cularly the decline of crude oil 
prices down to a 12-year low, may result in worse-than-expected outcomes at 
2016 year-end. Unlike the forecast that we made in January, we have revised 
down our 2016 baseline scenario for GDP growth rates from -1.4% to -2.0%. 
In recent two weeks the IMF and the World Bank have downgraded their fore-
casts for Russia’s economy growth rates, too. At the same  me, if oil prices 
in 2017 stay at $40 a barrel, then output is expected to stabilize or even edge 
up. In other words, it is highly likely that Russia’s economy will move out of 
a recession in 2016, and in 2017 Russia’s output will enter a zone of posi  ve 
growth rates. However, this is a stagna  on rather than growth scenario due 
to uncertainty. Furthermore, the forecast dynamics of other key macroeco-
nomic parameters in 2016 suggest that Russia’s economy will stabilize and 
that the economic downturn, high infl a  on and high vola  lity of the Russian 
rouble will stop.1

The release of fi rst assessments of the outcomes of Russia’s economic 
development in 2015 and analysis thereof early in 2016 have revealed a pic-
ture that is largely negaƟ ve. 2015 saw serious deterioraƟ on of nearly all the 
key macroeconomic indicators. In real terms, GDP dropped by 3.7%, invest-
ment by 8.4%, real disposable cash income by 3.9%, retail trade turnover 
by 9.7%. The annualized consumer price index stood at 12.9% in December 
2015, and the 2015 average annual consumer prices were up by more than 
15% from 2014. Accordingly, the average annual interest rate on rouble-
denominated loans increased to 15.7% per annum in nominal terms, whereas 
in real terms it was as liƩ le as 0.5% per annum. The 2015 year-end monetary 
base remained unchanged, staying at Rb 11 trillion. The rouble money supply 
(М2) saw an annual increase of 11.5% to Rb 35.8 trillion.

The foreign trade in dollar terms saw a major decline over 2014: exports 
dropped by 30.9%, including a decline of 39.1% in oil and gas exports, and 
imports fell by 34.5%.

The rouble to US dollar nominal exchange rate in 2015 averaged 60.9 rou-
bles per dollar, meaning that the rouble weakened by nearly 40% over the 
average annual value seen in 2014. On the other hand, the rouble’s real eff ec-
Ɵ ve exchange rate dropped in 2015 as liƩ le as 7.7% (Q4 2015 over Q4 2014) 
because the US dollar fi rmed up (at slower pace) against most of foreign cur-
rencies.

Like in January 2016,2 we built two possible scenarios to look into pros-
pects that Russia’s economy may face in 2016–2017. The baseline scenario 
predicts the Urals crude annual average price to stay at $35 a barrel in 2016 

1 This paper was originally published in Online Monitoring of Russia’s Economic Outlook 
No.6(24).
2  See Drobyshevsky S., Petrenko V., Turuntseva M., Khromov M. 2016-2017 forecast: Russia’s 
recession conƟ nues // Online Monitoring of Russia’s Economic Outlook. Socio-economic 
trends and challenges, 2016. No. 1(19), January.



FORECAST 2016–2017:  RUSSIA’S ECONOMY TO ENTER A STABILIZATION ZONE

3

and at $40 in 2017. With such oil prices, Russia’s economy should not expect 
beƩ er terms of foreign trade for the two ensuing years. The best-case scena-
rio anƟ cipates the Urals crude annual average price to rise to $50 a barrel in 
2016 and to edge up to $55 a barrel in 2017. With such presupposiƟ ons, the 
baseline scenario anƟ cipates the rouble to US dollar annual average exchange 
rate to stay at 68.1 roubles per dollar in 2016 and 63.3 roubles per dollar in 
2017 while the best-case scenario suggests that the rouble will be traded 
at 65.8 roubles per dollar in 2016 and 59.7 roubles per dollar in 2017. The 
rouble’s real eff ecƟ ve exchange rate in 2016 is expected to increase 10.9% 
under the baseline scenario and 16.1% under the best-case scenario, and 
both scenarios suggest a minor decline in 2017 by 1% and 1.7% respecƟ vely.

In 2016 we expect real GDP to conƟ nue to fall under both scenarios: by 2% 
under the baseline scenario and by 0.1% under the best-case scenario. The 
fall is expected to stop in 2017, with GDP expected to grow by 0.8% under the 
best-case scenario and to remain unchanged under the baseline scenario. In 
nominal terms, Russia’s economy is expected to conƟ nue to grow in 2016–
2017 under both scenarios due to price growth driven by growth of the GDP 
defl ator index.

The rest of the economic acƟ vity indicators are expected to behave in the 
same manner. The baseline scenario predicts in 2016 fi xed investment in real 
terms to fall by 3.8%, retail trade turnover by 5.8%, real disposable income 
by 3.3%; in 2017 investment are forecast to fall further by 0.2% and trade 
turnover by 1%, with real disposable income expected to see a minor growth 
not higher than 0.1%. Households consumpƟ on is expected to grow at slower 
pace than the dynamics of households income due to expectaƟ ons about 
further contracƟ on in the consumer lending market and because households 
conƟ nue to follow a savings paƩ ern.

The best-case scenario suggests that all the above-menƟ oned indicators 
will decline in 2016: investment is expected to fall by 1.8%, trade turnover by 
4.8%, and income by 2.4%; however, a growth of 2.2% is anƟ cipated in 2017; 
by 0.1% and 2% respecƟ vely. Infl aƟ on (on CPI infl aƟ on) in 2016 (in 2017) 
is expected to stay at 7.9% (6.7%) under the baseline scenario and at 6.8% 
(5.8%) under the best-case scenario. Hence, it is unlikely that Russia’s central 
bank will reach the target infl aƟ on value (on CPI infl aƟ on) of 4% per annum 
by the end of 2017.

In 2016, the volume of foreign trade operaƟ ons is expected to conƟ nue 
to shrink due to sinking average annual prices of crude oil, metals and other 
resource-based commodiƟ es of Russia’s exports. The baseline scenario anƟ c-
ipates export and import volumes to stay at $305.3bn and $248.3bn respec-
Ɵ vely, with a minor growth in 2017 to $324.6 and $263.1bn respecƟ vely. 
The best-case scenario suggests the same dynamics of exports and imports: 
decline in 2016 to $353.4bn and $263.8bn respecƟ vely, and a minor growth 
in 2017 up to $381.1bn and $284.9bn respecƟ vely.

The forecast infl aƟ on dynamics predetermines high level of nominal inte-
rest rates in Russia’s economy. The baseline scenario anƟ cipates nominal 
interest rates on rouble-denominated loans to average 12.5% per annum 
(the real interest rate to average 4.2%) in 2016 and 10.9% (the real interest 
rate 4%) in 2017. The best-case scenario forecasts the nominal interest rate 
on loans to non-fi nancial insƟ tuƟ ons to stay at 12% in 2016 and at 10.5% in 
2017 (the real interest rate at 4.3% and 4.7% respecƟ vely). The level of real 
interest rates on loans is expected to conƟ nue to be high due to credit risks 
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in real economy and a lack of serious enhancements in the quality of banks’ 
credit porƞ olios. At the same Ɵ me, the Bank of Russia key rate will be cut as 
early as Q2 2016, and it is expected to stay at 8.0–8.5% under the baseline 
scenario and at 7.0–8.0% under the best-case scenario, and it is expected to 
reach 5.5–6.5% in 2017 under both scenarios.

Such dynamics of the Bank of Russia key rate suggests a strict monetary 
policy and moderate growth of money aggregates. The baseline scenario 
expects the money supply (М2) to grow by 9.6% and the monetary base by 
10.9% in 2016; the best-case scenario predicts growth of 11.5% and 11.8% 
respecƟ vely. In 2017, М2 is expected to conƟ nue to grow by 14.2% under 
the baseline scenario and by 15.1% under the best-case scenario), while the 
monetary base is anƟ cipated to increase 8.2% under the baseline scenario 
and 11.4% under the best-case scenario. Like in 2015, the Reserve Fund will 
remain the key source of money supply in 2016. In 2017 we anƟ cipate the 
Bank of Russia to increase refi nancing of the banking sector due to switching 
to using domesƟ c loans to fi nance the federal budget.



FORECAST 2016–2017:  RUSSIA’S ECONOMY TO ENTER A STABILIZATION ZONE

5

Ba
se

lin
e 

fo
re

ca
st

(U
ra

ls:
 2

01
5=

51
, 2

01
6=

35
, 

20
17

=4
0)

 

U
ra

ls
 c

ru
de

20
15

20
16

20
17

Q
1

Q
2

Q
3

Q
4

ye
ar

Q
1

Q
2

Q
3

Q
4

ye
ar

ye
ar

ac
tu

al
ac

tu
al

ac
tu

al
ac

tu
al

ac
tu

al
fo

re
ca

st
fo

re
ca

st
fo

re
ca

st
fo

re
ca

st
fo

re
ca

st
Fo

re
ca

st

52
.0

61
.4

49
.3

41
.8

51
.1

32
.0

35
.0

35
.0

38
.0

35
.0

40
.0

GD
P

ro
ub

le
s i

n 
bi

lli
on

s
18

.2
10

19
.2

84
21

.2
94

22
.0

16
80

.8
04

18
.6

43
20

.4
05

21
.6

54
23

.8
04

84
.5

06
91

.2
43

ph
ys

ic
al

 v
ol

um
e 

in
de

x 
as

 a
 

pe
rc

en
ta

ge
 c

ha
ng

e 
ov

er
 th

e 
pr

ev
io

us
 y

ea
r

97
.2

95
.5

96
.3

96
.2

96
.3

97
.6

99
.2

96
.4

98
.7

98
.0

10
0.

0

De
fl a

to
r

10
9.

3
10

7.
0

10
8.

4
10

6.
4

10
7.

7
10

5.
6

10
7.

7
10

6.
6

10
9.

6
10

6.
7

10
7.

9
Fi

xe
d 

in
ve

st
m

en
t

ph
ys

ic
al

 v
ol

um
e 

in
de

x
95

.2
91

.2
87

.0
93

.6
91

.6
94

.9
95

.9
96

.7
96

.5
96

.2
99

.8
Re

ta
il 

sa
le

s t
ur

no
ve

r
as

 a
 p

er
ce

nt
ag

e 
ch

an
ge

 o
ve

r t
he

 
pr

ev
io

us
 y

ea
r

93
.6

90
.8

90
.4

86
.5

90
.3

94
.0

94
.2

93
.1

95
.4

94
.2

99
.0

Re
al

 d
is

po
sa

bl
e 

ca
sh

 in
co

m
e

as
 a

 p
er

ce
nt

ag
e 

ch
an

ge
 o

ve
r t

he
 

pr
ev

io
us

 y
ea

r
98

.1
95

.6
95

.1
95

.7
96

.1
93

.1
98

.4
97

.7
97

.6
96

.7
10

0.
1

Ex
po

rt
s do

lla
rs

 in
 b

ill
io

ns
10

1.
3

10
4.

2
91

.6
92

.1
38

9.
2

68
.8

77
.2

77
.0

82
.3

30
5.

3
32

4.
6

In
clu

di
ng

Ex
po

rt
s o

f g
oo

ds
89

.6
91

.1
78

.4
80

.4
33

9.
6

59
.3

66
.9

66
.4

72
.3

26
4.

9
28

6.
4

Ex
po

rt
s o

f o
il 

an
d 

ga
s

54
.2

54
.9

45
.8

43
.1

19
8.

0
31

.5
31

.2
29

.9
33

.1
12

5.
7

13
5.

6
O

th
er

 e
xp

or
ts

35
.4

36
.2

32
.6

37
.3

14
1.

5
27

.9
35

.7
36

.5
39

.3
13

9.
4

15
0.

8
Ex

po
rt

s o
f s

er
vi

ce
s

11
.7

13
.1

13
.2

11
.7

49
.7

9.
5

10
.3

10
.6

10
.0

40
.4

38
.2

Im
po

rt
s do

lla
rs

 in
 b

ill
io

ns
65

.0
70

.6
75

.4
69

.8
28

0.
9

52
.1

61
.8

66
.2

68
.2

24
8.

3
26

3.
1



RUSSIAN ECONOMIC DEVELOPMENTS No.5  2016

6

Ba
se

lin
e 

fo
re

ca
st

(U
ra

ls:
 2

01
5=

51
, 2

01
6=

35
, 

20
17

=4
0)

 

U
ra

ls
 c

ru
de

20
15

20
16

20
17

Q
1

Q
2

Q
3

Q
4

ye
ar

Q
1

Q
2

Q
3

Q
4

ye
ar

ye
ar

ac
tu

al
ac

tu
al

ac
tu

al
ac

tu
al

ac
tu

al
fo

re
ca

st
fo

re
ca

st
fo

re
ca

st
fo

re
ca

st
fo

re
ca

st
Fo

re
ca

st

52
.0

61
.4

49
.3

41
.8

51
.1

32
.0

35
.0

35
.0

38
.0

35
.0

40
.0

In
clu

di
ng

Im
po

rt
s o

f g
oo

ds
45

.0
48

.0
50

.1
51

.0
19

4.
1

37
.8

42
.9

45
.5

50
.0

17
6.

2
19

1.
7

Im
po

rt
s o

f s
er

vi
ce

s
20

.1
22

.6
25

.3
18

.8
86

.8
14

.3
18

.9
20

.7
18

.2
72

.1
71

.4
CP

I
as

 a
 p

er
ce

nt
ag

e 
ch

an
ge

 o
ve

r 
th

e 
pr

ev
io

us
 p

er
io

d
10

7.
4

10
1.

0
10

1.
7

10
2.

3
11

2.
9

10
2.

1
10

1.
7

10
1.

7
10

2.
2

10
7.

9
10

6.
7

Pe
rio

d-
av

er
ag

e 
ra

te
 o

n 
ro

ub
le

-d
en

om
in

at
ed

 lo
an

s,
 %

 p
er

 a
nn

um
re

al
 in

te
re

st
 ra

te
1.

5
0.

8
-1

.2
0.

7
0.

5
5.

1
4.

0
3.

9
4.

0
4.

2
4.

0
no

m
in

al
 in

te
re

st
 ra

te
18

.6
16

.2
14

.3
13

.7
15

.7
12

.9
12

.5
12

.3
12

.3
12

.5
10

.9
Do

lla
r-

Ro
ub

le
 e

xc
ha

ng
e 

ra
te

av
er

ag
e 

no
m

in
al

 fo
r t

he
 p

er
io

d
62

.2
52

.6
62

.8
65

.9
60

.9
74

.9
69

.5
66

.1
62

.0
68

.1
63

.3
Ro

ub
le

’s 
re

al
 e
ff e

cƟ
 v

e 
ex

ch
an

ge
 ra

te
At

 p
er

io
d-

en
d,

 a
s a

 p
er

ce
nt

ag
e 

ch
an

ge
 o

ve
r t

he
 p

re
vi

ou
s p

er
io

d-
en

d
-1

0.
8

20
.3

-1
3.

7
-0

.3
-7

.7
-1

0.
0

8.
3

5.
7

7.
6

10
.9

-1
.0

M
on

et
ar

y 
ba

se
ro

ub
le

s i
n 

tr
ill

io
ns

9.
7

9.
7

9.
8

11
.0

11
.0

10
.3

10
.7

10
.8

12
.2

12
.2

13
.2

M
on

ey
 a

gg
re

ga
te

 M
2

At
 p

er
io

d 
en

d,
 ro

ub
le

s i
n 

tr
ill

io
ns

31
.6

32
.5

33
.0

35
.8

35
.8

35
.3

36
.4

37
.0

39
.2

39
.2

44
.8

gr
ow

th
, a

s a
 p

er
ce

nt
ag

e 
ch

an
ge

 o
ve

r t
he

 p
re

vi
ou

s 
pe

rio
d

-1
.5

2.
7

1.
4

8.
7

11
.5

-1
.5

3.
3

1.
5

6.
1

9.
6

14
.2



FORECAST 2016–2017:  RUSSIA’S ECONOMY TO ENTER A STABILIZATION ZONE

7

Be
st

-c
as

e 
fo

re
ca

st
(U

ra
ls:

 2
01

5=
51

, 2
01

6=
50

, 2
01

7=
55

)

U
ra

ls

20
15

20
16

20
17

Q
1

Q
2

Q
3

Q
4

ye
ar

Q
1

Q
2

Q
3

Q
4

ye
ar

ye
ar

ac
tu

al
ac

tu
al

ac
tu

al
ac

tu
al

ac
tu

al
fo

re
ca

st
fo

re
ca

st
fo

re
ca

st
fo

re
ca

st
fo

re
ca

st
Fo

re
ca

st
52

.0
61

.4
49

.3
41

.8
51

.1
32

.0
55

.0
55

.9
57

.1
50

.0
55

.0
GD

P
ro

ub
le

s i
n 

bi
lli

on
s

18
.2

10
19

.2
84

21
.2

94
22

.0
16

80
.8

04
18

.3
40

21
.0

08
22

.4
06

24
.6

66
86

.4
19

93
.9

53
ph

ys
ic

al
 v

ol
um

e 
in

de
x 

as
 a

 
pe

rc
en

ta
ge

 c
ha

ng
e 

ov
er

 th
e 

pr
ev

io
us

 y
ea

r
97

.2
95

.5
96

.3
96

.2
96

.3
97

.9
10

2.
5

98
.7

10
0.

4
99

.9
10

0.
8

De
fl a

to
r

10
9.

3
10

7.
0

10
8.

4
10

6.
4

10
7.

7
10

3.
5

10
7.

3
10

7.
6

11
1.

8
10

7.
0

10
7.

9
Fi

xe
d 

in
ve

st
m

en
t

ph
ys

ic
al

 v
ol

um
e 

in
de

x
95

.2
91

.2
87

.0
93

.6
91

.6
94

.9
97

.0
99

.2
99

.7
98

.2
10

2.
2

Re
ta

il 
sa

le
s t

ur
no

ve
r

as
 a

 p
er

ce
nt

ag
e 

ch
an

ge
 o

ve
r t

he
 p

re
vi

-
ou

s y
ea

r
93

.6
90

.8
90

.4
86

.5
90

.3
94

.0
95

.4
94

.3
96

.9
95

.2
10

0.
1

Re
al

 d
is

po
sa

bl
e 

ca
sh

 in
co

m
e

as
 a

 p
er

ce
nt

ag
e 

ch
an

ge
 o

ve
r t

he
 p

re
vi

-
ou

s y
ea

r
98

.1
95

.6
95

.1
95

.7
96

.1
93

.1
99

.0
99

.0
99

.2
97

.6
10

2.
0

Ex
po

rt
s do

lla
rs

 in
 b

ill
io

ns
10

1.
3

10
4.

2
91

.6
92

.1
38

9.
2

68
.8

89
.4

94
.3

10
0.

9
35

3.
4

38
1.

1
In

clu
di

ng
Ex

po
rt

s o
f g

oo
ds

89
.6

91
.1

78
.4

80
.4

33
9.

6
59

.3
78

.3
82

.4
89

.5
30

9.
5

33
7.

2
Ex

po
rt

s o
f o

il 
an

d 
ga

s
54

.2
54

.9
45

.8
43

.1
19

8.
0

31
.5

42
.6

46
.0

50
.2

17
0.

3
18

6.
6

O
th

er
 e

xp
or

ts
35

.4
36

.2
32

.6
37

.3
14

1.
5

27
.9

35
.7

36
.4

39
.2

13
9.

2
15

0.
6

Ex
po

rt
s o

f s
er

vi
ce

s
11

.7
13

.1
13

.2
11

.7
49

.7
9.

5
11

.0
11

.9
11

.5
43

.9
43

.9
Im

po
rt

s do
lla

rs
 in

 b
ill

io
ns

65
.0

70
.6

75
.4

69
.8

28
0.

9
52

.1
66

.4
71

.3
74

.0
26

3.
8

28
4.

9



RUSSIAN ECONOMIC DEVELOPMENTS No.5  2016

8

Be
st

-c
as

e 
fo

re
ca

st
(U

ra
ls:

 2
01

5=
51

, 2
01

6=
50

, 2
01

7=
55

)

U
ra

ls

20
15

20
16

20
17

Q
1

Q
2

Q
3

Q
4

ye
ar

Q
1

Q
2

Q
3

Q
4

ye
ar

ye
ar

ac
tu

al
ac

tu
al

ac
tu

al
ac

tu
al

ac
tu

al
fo

re
ca

st
fo

re
ca

st
fo

re
ca

st
fo

re
ca

st
fo

re
ca

st
Fo

re
ca

st
52

.0
61

.4
49

.3
41

.8
51

.1
32

.0
55

.0
55

.9
57

.1
50

.0
55

.0
In

clu
di

ng
 

 
 

Im
po

rt
s o

f g
oo

ds
45

.0
48

.0
50

.1
51

.0
19

4.
1

37
.8

46
.7

49
.8

54
.9

18
9.

2
20

8.
9

Im
po

rt
s o

f s
er

vi
ce

s
20

.1
22

.6
25

.3
18

.8
86

.8
14

.3
19

.6
21

.5
19

.1
74

.5
75

.9
CP

I
as

 a
 p

er
ce

nt
ag

e 
ch

an
ge

 o
ve

r t
he

 
pr

ev
io

us
 p

er
io

d
10

7.
4

10
1.

0
10

1.
7

10
2.

3
11

2.
9

10
2.

1
10

1.
3

10
1.

1
10

2.
1

10
6.

8
10

5.
8

Pe
rio

d-
av

er
ag

e 
ra

te
 o

n 
ro

ub
le

-d
en

om
in

at
ed

 lo
an

s,
 %

 p
er

 a
nn

um
re

al
 in

te
re

st
 ra

te
1.

5
0.

8
-1

.2
0.

7
0.

5
5.

1
4.

1
3.

8
4.

2
4.

3
4.

7
no

m
in

al
 in

te
re

st
 ra

te
18

.6
16

.2
14

.3
13

.7
15

.7
12

.9
12

.2
11

.3
11

.4
12

.0
10

.5
Do

lla
r-

Ro
ub

le
 e

xc
ha

ng
e 

ra
te

av
er

ag
e 

no
m

in
al

 fo
r t

he
 p

er
io

d
62

.2
52

.6
62

.8
65

.9
60

.9
74

.9
69

.5
60

.4
58

.3
65

.8
59

.7
Ro

ub
le

’s 
re

al
 e
ff e

cƟ
 v

e 
ex

ch
an

ge
 ra

te
At

 p
er

io
d-

en
d,

 a
s a

 p
er

ce
nt

ag
e 

ch
an

ge
 

ov
er

 th
e 

pr
ev

io
us

 p
er

io
d-

en
d

-1
0.

8
20

.3
-1

3.
7

-0
.3

-7
.7

-1
0.

0
7.

9
14

.1
4.

7
16

.1
-1

.7

M
on

et
ar

y 
ba

se
ro

ub
le

s i
n 

tr
ill

io
ns

9.
7

9.
7

9.
8

11
.0

11
.0

10
.3

10
.7

10
.9

12
.3

12
.3

13
.7

M
on

ey
 a

gg
re

ga
te

 M
2

At
 p

er
io

d 
en

d,
 ro

ub
le

s i
n 

tr
il-

lio
ns

.
31

.6
32

.5
33

.0
35

.8
35

.8
35

.3
37

.1
37

.5
39

.9
39

.9
46

.0

gr
ow

th
, a

s a
 p

er
ce

nt
ag

e 
ch

an
ge

 
ov

er
 th

e 
pr

ev
io

us
 p

er
io

d
-1

.5
2.

7
1.

4
8.

7
11

.5
-1

.5
5.

2
1.

3
6.

3
11

.5
15

.1


