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Russia: CPI accelerating within
expectations… so far
The pick-up in inflation to 3.8% YoY in November is in line with
consensus and comfortably within the CBR's guidelines. Yet the sharp
acceleration in the weekly CPI in December suggests that next
week's key rate decision will still be a close call
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3.8% YoY November headline CPI
3.4% YoY core CPI

As expected

According to the final estimates, Russian CPI accelerated from 3.5% YoY in October to 3.8% YoY in
November, which is in line with consensus expectations and lower than the 3.9-4.0% YoY
suggested by the preliminary weekly data. The latter is based on a more narrow and food-heavy
basket of items, therefore the final result suggests that the higher inflationary pressure is so far
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contained to the food segment. Indeed, the final data suggest that the primary driver of the
acceleration in the headline CPI was the spike in the food CPI (~40% of the basket) from 2.7% YoY
to 3.5% YoY, while the pick-up in non-food CPI (~40% of the basket) was much more moderate -
from 4.1% YoY to 4.2% YoY, and the services sector (~20% of the basket) saw a disinflation from
4.0% YoY to 3.8% YoY.

Overall, the primary role of food in the current pick-up in inflation could be considered somewhat
positive, as it is driven by various temporary effects, including a low base and seasonality, while
the remainder of the CPI basket, subject to a more fundamental drivers such as consumption
(currently weakening), gasoline prices (a freeze was negotiated till March 2019) and exchange rate
(stabilised recently), do not show signs of above-expected increase in the inflationary pressure.

Those facts are unlikely to prevent further acceleration in the overall CPI - to 4.0-4.2% YoY by year-
end 2018 and 5.5-6.0% YoY by mid-2019 (primarily due to VAT hike since January from 18% to
20%), however such a trajectory is already priced in by the market participants and accounted for
by the Bank of Russia in its previous comments and actions. We, therefore, do not see any strong
immediate inflationary arguments in favour of a rate hike at the upcoming 14 December
monetary policy meeting.

At the same time, we note that the fresh weekly CPI statistics for December suggests there are still
risks that the CPI might overshoot expectations in the near term. The average daily CPI growth
seen in 1-3 December was 0.027%, which is 1.5x the rate for the beginning of November and
should it continue, the FY18 CPI could exceed our 4.0% YoY expectations and hit the upper range of
CBR target range of 3.8-4.2%. Combined with persisting uncertainties regarding financial markets
(related to Fed rate trajectory, US-China trade tensions, Russia sanctions), this suggests that the
upcoming decisions on the key rate are likely to made in an "11th hour" mode, and a hike cannot
be completely ruled out.
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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

mailto:dmitry.dolgin@ing.de


THINK economic and financial analysis

Snap | 6 December 2018 3
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