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Russian CPI structure supports central
bank’s hawkish bias
The rise in headline inflation to 6.7% YoY in August is within the
forecast range, but the pick-up in both food and non-food inflation, as
well as the spike of core inflation to 7.1% YoY are clearly negative,
meaning that full-year CPI may exceed 6% this year. A 50 bp key rate
hike is now just as likely as 25 bp this Friday, and the signal is likely to
remain hawkish      
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6.68 Russian inflation for August, % YoY
up from 6.46% YoY in July

Higher than expected

Local CPI remains elevated despite moderation in economic
activity
In August, Russian CPI increased 0.16% month-on-month, lifting inflation from 6.5% year-on-
year in July to 6.7% YoY.
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This is only marginally higher than our expectations of 6.6% and within the consensus range of
6.6-6.8%. However, core CPI spiked unexpectedly by 0.3 percentage points to 7.1% YoY, and the
structure of CPI growth continued to deteriorate, which is a cause for concern.

Both food and non-food CPI growth accelerated in August (Figure 1), increasing their
contributions to overall inflation despite the higher base effect of the previous year. The
scope of seasonal monthly deflation in fruits and vegetables in the food segment was not
enough to offset the growing price pressure in other items. More importantly, in the non-
food segment, we were negatively surprised by the spike in gasoline price growth and the
continued increase in most construction materials, consumer appliances, and
pharmaceuticals. A pick-up in services inflation was avoided mainly thanks to a higher base
effect, while risks related to travel, healthcare and renovation pressed on.
Looking into the next couple of months, the promising developments in moderation of
global food price growth for most items (Figure 2), rouble stability, and the moderation in
the housing market boom may help contain local inflation. At the same time, the risks of a
further rise in local CPI is still high due to the end of the electoral cycle with the mid-
September Parliamentary elections, the expected 0.2-0.3 pp inflationary effect of the one-
off social payments of August-September, and the global context of global cost input
inflation.
CPI for the first week of September totalled 0.07% week-on-week, suggesting no relief so far.
In the last 15 years, there were only three cases when September's monthly price growth
was lower than August's - in 2006 and crisis years 2009 and 2020. Assuming a return to
regular seasonality, CPI can jump to 7.1% YoY in September.

Figure 1: Inflation pressure increased in August in food and non-
food segments

Source: Bank of Russia, Rosstat, ING
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Figure 2: Global agriculture price growth moderates, except
sugar

Source: Rosstat, Refinitiv, ING

2021 CPI forecast raised to 6.0-6.5%, CBR stance to remain
hawkish
The structure of August CPI combined with near-term risks suggests that our 5.7% CPI
target for the year-end is too optimistic and is shifting into the 6.0-6.5% territory.

In terms of implications for monetary policy, a cautious 25 bp hike in the key rate this Friday
is still likely, as the CPI trend remains in line with the central bank scenario, the inflationary
expectations of the population and households are elevated but moderating. However, a 50
bp hike is becoming just as likely.

More importantly, given the persistent inflationary risks for the medium term, it now
appears likely that the central bank will keep its hawkish stance, meaning a shift in the
expected key rate ceiling from 6.5-7.0% to the 7.0-7.5% range.

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

mailto:dmitry.dolgin@ing.de


THINK economic and financial analysis

Snap | 9 September 2021 4

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.

https://www.ing.com

