DSGE model for Russian economy. Oil export duty reduction.
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Petrol sector

Technology for petrol production:

Yi(i) = Petroly(i) = F (Ky(i), Ly(i), Oily(i)) = Min [A, (K(i)" (L(i)) 1O (i)]
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Tradable and Non-Tradable sector

Production function:

Y, = F (K,(i), L(i), Petroly(i)) = A, (CES [K.(i), Petrol,(i)])™ (L (i)
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Other features

e Oil export duty:
PY = Exchange_rate - (PL, — (0.65 * P, — 20))

oil o oil —
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Other features

e Oil export duty:

PP = Exchange _rate - (P, — (0.65 x P, — 20))
e Balanced budget
e Fixed exchange rate

e Calibration based on input-output tables
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Scenarios

e Baseline scenario: cut in oil export duty by 80%, increase in the efficiency of
petrol production from 70% to 85%
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Scenarios

e Baseline scenario: cut in oil export duty by 80%, increase in the efficiency of
petrol production from 70% to 85%

e Optimistic scenario: cut in oil export duty by 80%, increase in the efficiency of
petrol production from 70% to 85% and markup drop in the petroleum sector
from 30% to 15%
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Consequences of an oil export duty reduction

o A 15% increase in petrol price
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Consequences of an oil export duty reduction

o A 15% increase in petrol price

o No long-run drop in GDP and a 2% increase in consumption
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Consequences of an oil export duty reduction

o A 15% increase in petrol price
o No long-run drop in GDP and a 2% increase in consumption

o A 1% short-run increase in GDP
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