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Russia: Higher FX purchases in July put
non-oil balance of payments in focus
The increase in FX purchases in July, to US$4bn, is in line with
expectations and reflects strong exports. But we doubt that high oil
prices and a tighter monetary stance can offset the negative effect of
accelerating goods and services imports, ongoing dividend payments
and weak local and global capital flows. We remain cautious on the
ruble for 3Q21

296bn July FX purchases, RUB
up from RUB221bn in June

As expected
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Higher FX purchases are in line with expectations and reflect
stronger oil & gas exports
The Russian Finance Ministry announced today that monthly FX purchases will increase from
June's RUB221bn to RUB296bn in July, corresponding to an increase from US$3.0bn to US$4.0bn,
close to the levels seen at the beginning of 2020 (Figure 1), i.e. prior to the global Covid outbreak.
The increase in July was not a surprise (we expected US$4.1bn) and was driven by continued
strengthening in oil prices and an improvement in the physical volumes of oil & gas exports from
Russia. From that standpoint, stronger FX intervention should be neutral for the ruble.

Based on the recent improvement in the annual average Urals assumption for 2021 from
US$62.5/bbl to US$66.0/bbl, we increase our full-year current account surplus expectations from
US$55bn to US$65bn. This extra $10bn will be largely sterilised by FX purchases which we now see
at US$33bn for the full year (suggesting that the FX purchases in 2H21 will double vs. 1H21's US$11
bn) vs. previous expectations of US$25 bn. We note however, that the actual FX purchases volume
for the year could be reduced by $3-5bn if the government manages to finalise the plan to invest
that amount annually from the National Wealth Fund in 2021-23.

Figure 1: July intervention up to pre-Covid US$4bn, sterilising
the strengthening oil & gas exports

Source: Finance Ministry, Refinitiv, ING

Uncertainties around non-oil balance of payments force us
to remain cautious on USDRUB for 3Q21
With oil & gas exports effectively sterilised by the FX purchases, the non-oil & gas portion of
Russia's balance of payments should now come into focus. We believe the current account
surplus for 2Q21, to be reported on 9 June, should be in a strong US$15-20bn range after
US$23bn in 1Q21. But our concern is that in the second half of the year, a quick acceleration
of merchandise imports (driven by the faster than expected economic recovery), and the
reopening of popular foreign tourist destinations could put pressure on the non-oil current
account.

The resulting contraction in the monthly current account surplus from US$5-10 bn in 1H21
to US$3-5bn amid stable FX purchases could leave the local FX market exposed to the risks

https://think.ing.com/articles/russia-faster-inflation-stronger-activity-harsher-monetary-policy/
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related to the capital account. According to the recent estimates, the private sector's net
capital outflow stood at US$18bn in 1Q21, and may remain strong in 2Q21. Meanwhile,
portfolio flows to the local public debt market (OFZ) remain weak (according to our
estimates, 2Q21 saw net outflows of $0.2bn after -US$2.5bn in 1Q21) and subject to risks
related to foreign politics and global USD trends. Finally, we do not see the tightening in
Russia's monetary policy as a strong factor of support to the ruble, as the higher expected
nominal key rate trajectory reflects higher CPI expectations, which should be largely neutral
from the ex-ante real rate perspective.

As a result, acknowledging the improved oil price and rate context for the ruble, we
maintain our cautious view, suggesting that in 3Q21, the balance of risks to USD/RUB are
tilted towards weakening to the upper border of the wide 70-75 trading range. The period
from mid-July to mid-August, when the large corporate dividend payments are finalised,
will be an important stress test to this view.

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.

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

https://think.ing.com/snaps/russian-current-account-may-keep-the-music-playing-for-the-ruble/
mailto:dmitry.dolgin@ing.de
http://www.ing.com

