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Russia: GDP back to pre-pandemic
levels, growth to moderate in 2H21
Russian GDP recovered by 10.3% year-on-year in 2Q21, slightly above
expectations and exceeding the 2Q19 level by 1.7%. With GDP back at
the pre-pandemic territory, the growth rate should moderate, unless
new drivers arise 

Shopping mall in St. Petersburg, Russia

10.3% GDP growth in 2Q21, % YoY
vs. -0.7% YoY in 1Q21

Better than expected

Russian GDP is back to pre-covid levels
According to the state statistics service, Russian GDP growth totalled 10.3% YoY in
2Q21, which is close to our (9.5%) and market (c.10%) expectations, slightly exceeding
the preliminary government estimates of 10.1%. The growth structure will be disclosed
later, but a few takeaways could be provided now.

The double-digit growth in 2Q21 was to be expected given the low base of 2Q21,



THINK economic and financial analysis

Snap | 13 August 2021 2

when the lockdown-hit economy lost 7.8% YoY. The numbers suggest that GDP
is now 1.7% higher than in 2Q19, suggesting a return to pre-Covid levels.
We expect consumption- and construction-focused sectors to have made a
significant contribution to the jump, given the recovery seen in the latest
economic activity data.
For 2H21, we expect commodity extraction (part of industrial production) to
continue supporting the economic recovery given the continued easing in the
OPEC+ restrictions, but the prospects of demand for fuel and metals from Asia
and other regions will largely depend on the epidemic situation, which remains
unclear. 
Consumption-focused sectors should still maintain momentum in 3Q21 thanks
to continued acceleration in retail lending and additional social payments for
families with schoolchildren, to be dispersed before the September
Parliamentary elections. Further prospects are clouded by the high inflation,
tight monetary policy and stricter macro prudential stance on unsecured
lending. Ultimately, the consumption growth will largely depend on the
private sector's ability to generate income, which so far remains a challenge.
The growth in construction should moderate, as the state subsidised mortgage
programme is coming to a close. Infrastructure-focused manufacturing is also a
question mark given the recent decision to postpone additional state
investments out of the sovereign fund (we expected up to US$10bn per year
starting 2021) till 2022.

Overall, given that we see the potential for credit and deposit financing of the
consumption growth to be largely exhausted, and accounting for the risks of restricted
mobility in 4Q21 due to mutating virus and sluggish vaccination progress, we continue
to expect moderation in GDP growth in 2H21, suggesting a full-year growth target of
3.8%. Meanwhile, a potential easing in the fiscal stance (expansion of the direct budget
spending plans) this year still remains an option, which could result in above-expected
economic performance in the coming quarters.
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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.
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