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Russian consumption: recovery stalls on
reopening of foreign tourism
Retail trade dropped 2.7% YoY in August, underperforming the July
result and consensus expectations. We are not disappointed as it may
reflect the reopening of outward tourism to some popular locations.
Above-expected salaries, continued social support and positive lending
dynamics should be supportive of consumption in 4Q20  

Russian retail trade posted a 2.7% year-on-year drop in August, underperforming the consensus
forecast of -1.7% YoY, but very close to our expectations of -2.5% YoY. While indeed the period of
fast recovery in consumption seems to be over, we see several reasons not to be disappointed in
the released numbers:

After months of lockdown, several foreign tourist destinations, including Turkey, have been
made available for Russians since the middle of August. Spending on foreign travel (imports
of services) could have reached US$1-2bn last month. Without the reopening, the local
retail trade growth in August could have been 2-4 percentage points higher. Or, to be more
precise, the lack of foreign travel could have propelled the April-July retail trade growth
numbers by up to 8ppt YoY. Unless there is a second wave of strict lockdowns, the local
consumption numbers are likely to remain under pressure of normalisation in foreign travel.
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Salary growth numbers for July (this data comes with additional lag) significantly
outperformed expectations, posting a 2.3% YoY jump in real terms after a 0.6% YoY increase
in June. Though this data is more relevant to the larger businesses and state sector, and the
situation in the SME sector could be different, other sources of income were likely supportive
as well: the budget fulfillment data for 8M20 point at continued acceleration of spending on
pensions and social security. The unemployment level increased modestly by 0.1ppt to
6.3%.
While there is no banking sector data available (it is scheduled to be released later on
Monday), Governor Nabiullina indicated in broad terms that lending growth both in retail
and corporate sectors continued in August, which should also be supportive of
consumption. The upcoming banking sector data may also bring additional colour on the
household savings (previously it showed continued accumulation despite some outflow into
cash and into higher yielding financial instruments).
The earlier estimates for retail trade for April-July have been improved by 0.6-0.7ppt YoY,
including from -2.6% YoY to -1.9% YoY in July, suggesting that the drop in smaller
businesses was not as deep as expected.
Structurally, the deterioration of retail trade dynamics in August is seen only in the food
segment (from -2.0% YoY in July to -4.1% YoY in August) amid the improving performance
in durables (from -1.7% YoY to -1.2% YoY). This also speaks against a material deterioration
in households' purchasing power.   

Figure 1: Real salary growth positive, retail trade trajectory
revised slightly upwards

Source: Rosstat, ING

With a -5.1% YoY drop in 8M20, retail trade is on track to meet our full-year target of -4.0%.
While the period of fast recovery in the consumption trend is over, it will remain supported
by a relatively defensive position of the large corporates, continued social spending and
subsidized lending. Our understanding of the current consumption trend does not go
against the slightly less dovish CBR stance at the recent monetary policy meeting.

https://think.ing.com/snaps/russian-key-rate-a-tactical-hold/


THINK economic and financial analysis

Snap | 18 September 2020 3

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 www.ing.com.

mailto:dmitry.dolgin@ing.de
https://www.ing.com

