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CIS Sovereigns: Bracing for a new wave
of challenges
In the Commonwealth of Independent States, the recovery from
Covid-19 will be tepid at best, as governments focus on maintaining
macro stability, and the fiscal setting becomes less supportive

Source: Shutterstock

Oil and gas sovereigns in the region have diverged in their fiscal response to the pandemic,
with more limited stimulus packages in Azerbaijan and Russia (c.4% of GDP) while Kazakhstan
rolled out a larger package (9% of GDP). As we go into 2021, support will come from higher oil
prices, with our base case seeing Brent at an average US$58/bbl for the year. Nonetheless, the
recovery will be tepid at best as governments focus on maintaining macro stability, and the
fiscal setting becomes less supportive. This is a positive in the short-run as it avoids depleting
buffers, with the three countries boasting very strong fiscal and external balance sheets but it
will do little to address structural and institutional bottlenecks that weigh on growth potential.

In Ukraine, positives come from budget execution (with a smaller deficit so far than expected)
and a current account surplus (which could surpass 3% of GDP in 2020). The sovereign also
secured a US$5bn IMF Stand-By Arrangement in June but recent developments have raised
concerns regarding monetary policy independence and the anti-corruption fight. Further
setbacks are likely and preventing a reversal in hard-gained achievements since 2015 will be
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key to maintaining investor sentiment.

Risks continue to come from the pandemic (with growing case numbers implying risks of
reintroduced restrictions) and uncertainties to the oil price outlook. Moreover, geopolitical and
social factors remain heavy weights, notably for Azerbaijan (with elevated risks coming from
the escalation in the Nagorno-Karabakh conflict) and Russia which faces renewed sanction
risks in light of the poisoning of opposition leader Alexei Navalny and uncertainties coming
from the US elections.

Country forecasts for 2019-21

Source: National sources, CEIC, ING estimates
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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.
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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
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States under applicable requirements.

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