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We’re changing the outlook for the CIS-4
due to global woes
Global trade developments appear to be hitting the CIS region through
higher inflation risks, stronger gold and weaker oil; there are not many
opportunities for high-risk currencies. We have adjusted our macro
views on Azerbaijan, Armenia, Kazakhstan and Uzbekistan, mainly to
reflect oil's recent downturn

A view from the
Caspian walkway in
Baku, Azerbaijan

The initial reaction by central banks and currencies so far align
with our views
Our initial take on the implications of global trade tensions for the CIS region was that, despite the
limited direct exposure to the US, the consequences would manifest themselves through indirect
channels. These include higher inflationary concerns, expectations of stronger gold and weaker oil
prices, and the mitigation of global dollar weakness due to portfolio outflows from high-risk assets.

Although three weeks is not enough time to provide a full set of new macro data, some
preliminary signals suggest that the first impressions were largely correct.

https://think.ing.com/articles/how-cis-4-are-navigating-global-trade-tensions/
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The central banks of Azerbaijan, Uzbekistan, and most recently Armenia followed the earlier
example of Kazakhstan in expressing concerns about the growing inflationary risks coming
from the external environment. In all four meetings over the past month, the respective
policy rates were kept unchanged, in some cases contrary to signals and market
expectations of a cut. The CPI trajectories are generally pointing up, further reinforcing our
expectations that the room for key rate cuts for the foreseeable future is extremely low.
The CIS-4 currencies have so far failed to materially benefit from the weakness of the global
US dollar. Setting the Azerbaijani manat aside for now, as it is pegged to the US dollar, the
year-to-date moves of the currency pairs in the area vary from flat for the Uzbekistani
soum to a 1.4-1.5% appreciation of the Armenian dram and Kazakhstani tenge – all against
the backdrop of 8% depreciation of the US dollar to the major currencies over the same
period. While there are country-specific contributors to this muted reaction to be discussed
further, the general take is that in the time of global uncertainty, the capital flowing out of
one safe asset is looking for another safe haven. Therefore, the CIS-4 is not a likely receiver
of portfolio flows in the current environment.
Uzbekistan is benefiting from higher gold prices. The flat YTD performance of the soum is
actually an improvement compared to steady 3-4% p.a. nominal depreciation vs. the US
dollar seen in the previous years. Stronger gold exports could be a factor here. The recent
customs data shows it boosted monthly gold sales to around 17 metric tons per month
between February and March 2025, volumes last seen 11 months ago. Most likely, this
reflects the tactic of capitalising on the stronger gold price environment. To note,
Uzbekistan earns US$3-4m per $1/oz of gold price annually, depending on the physical
volumes of gold exports. Assuming the average gold price stays just above US$3,000 per
ounce in 2025, that would mean an increase of annual gold export proceeds from US$7.5bn
in 2024 to US$9.5-10.0bn in 2025.
Lower oil prices put Kazakhstan and Azerbaijan in the spotlight. As the two countries derive
a significant portion of their export proceeds (55% and 88%, respectively) and fiscal
revenues (22% and 52%) from oil trade, each $1/bbl of oil price matters. According to our
estimates, each dollar of average annual oil price means US$550m of annual export
proceeds and US$150m of budget revenues for Kazakhstan, while for Azerbaijan, it
is US$300m and US$150 mn, respectively. The recent downgrade in the house view on oil
prices by US$5 for 2025 and US$11 for 2026 can increase Kazakhstan's expected current
account and fiscal deficits by 0.3-0.6ppt of GDP in 2025-26, while the scale of financial hit
for Azerbaijan could reach around 2% of GDP on a two-year horizon. While Kazakhstan has
the opportunity to adjust through the flexible exchange rate, Azerbaijan's peg might lead to
the first current account deficit since 2020. Azerbaijan's large fiscal buffers could serve as a
mitigating factor here.
For Armenia, the implications are mixed. On the one hand, higher gold prices and lower oil
prices should improve the expected current account trajectory by around 1ppt GDP in
2025-26 each, and that could already be the reason behind continued dram appreciation
from the already expensive levels. In addition, lower trade exposure to the EU and China
(10-20%) compared to oil-producing Azerbaijan and Kazakhstan (50-60%) should better
insulate Armenia from the potential slowdown in trade partner activity. On the other hand,
the small size of the economy and financial market, combined with country- and region-
specific risks, could prevent Armenia from fully benefiting from the capital account and
activity side. 

https://www.cbar.az/press-release-5086/on-interest-rate-corridor-parameters
https://cbu.uz/en/monetary-policy/publications/press-releases/2361020/
https://www.cba.am/EN/News/Pages/news_06052025_01.aspx
https://think.ing.com/snaps/kazakhstan-holds-rates-global-trade-uncertainty/
https://think.ing.com/articles/opec-goes-with-another-large-supply-hike050525/
https://think.ing.com/articles/opec-goes-with-another-large-supply-hike050525/
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Tweaking our 2025-26 forecasts
Overall, compared to our March views on the CIS-4, we have to make the following
adjustments. First, we increase the expected CPI trajectories by 0.5-1.0ppt and reiterate a
lack of scope for key rate cuts at least until the end of this year. Second, we improve
Uzbekistan's current account expectations by 1% of GDP for 2025 and 2026, softening the
expected depreciation path to 3% p.a. Third, we downgrade fiscal and current account
expectations for Kazakhstan (within 0.3-0.6ppt) and Azerbaijan (c.2% GDP), reflecting lower
oil price expectations. This reinforces our view on the likely KZT depreciation in the longer
term and adds some weight to balance of payments concerns we expressed earlier about
Azerbaijan.

Finally, we trim our 2025 GDP growth expectations for Armenia and Azerbaijan by 0.5ppt,
largely reflecting the weak first quarter performance. Our below-consensus view on 4.5%
GDP growth for Kazakhstan has now gained weight, while Uzbekistan's activity may surprise
on the upside.

Despite the abovementioned concerns, we continue to see the CIS-4 region as offering at
least some insulation from the global turmoil, compared to regions directly targeted by the
US trade policies.

Author

Dmitry Dolgin
Chief Economist, CIS
dmitry.dolgin@ing.de

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

https://think.ing.com/reports/cis-macro-and-credit-when-in-doubt-play-to-your-strengths/
mailto:dmitry.dolgin@ing.de


THINK economic and financial analysis

Article | 8 May 2025 4

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

https://www.ing.com

