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Russian GDP is likely to accelerate this
year
Russian GDP growth accelerated from 0.5% to 0.9% YoY between the
first and second quarters, slightly exceeding expectations. A planned
rise in budget spending should give a boost to otherwise anaemic GDP
in the second half of the year. We reiterate our GDP growth target of
1% for 2019

Construction of the
new Zaryadye Park in
Moscow

+0.9% 2Q19 GDP growth (YoY)
+0.7% for 1H19

Better than expected

Russian GDP growth accelerated from 0.5% YoY in 1Q19 to 0.9% YoY in 2Q19, slightly exceeding
the consensus and our forecast of 0.8% YoY. That's according to the State Statistics Service
(Rosstat). While the structure of 2Q19 GDP won't be released until 9-10 September (by production)
and October 2-3 (by usage), we can still make the following preliminary observations: 
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The acceleration of industrial output growth from 2.1% YoY in 1Q19 to 3.0% in 2Q19 was the
key positive contributor;
The contribution of household consumption was neutral to slightly negative, as retail trade
growth decelerated from 1.9% YoY in 1Q19 to 1.5% YoY in 2Q19;
The overall weakness in GDP growth in 1H19 relates to the stringent approach to the budget
policy as 1H19 federal budget spending growth totalled 4% YoY vs 8-13% drafted in the
official budget plan for the full year;
The planned acceleration in budget spending in 2H19, mainly related to the National
Projects gaining traction, should provide a boost to GDP growth in 2019-20, mainly through
higher activity in the industrial and construction sectors;
The current GDP growth trajectory is in line with 1.0-1.5% expectations for 2019 and
1.8-2.3% for 2020, held by the Bank of Russia, Ministry of Economic Development, World
Bank, and IMF;
No extra monetary or budget measures other than those already planned are required to
achieve the expected growth rates in 2019-20. Should the state-sponsored infrastructure
construction create some synergies in the private sector, our 1.5% GDP growth forecast for
2020 may have scope for upward revision;
We continue to see little relevance of the GDP growth rate to the policy rate decisions in the
mid-term. Our expectations of another 25 bp rate cut to 7.0% in 2019 and another 50 bp
cut to 6.5% in 2020 due to a CPI slowdown remain unchanged given the assumption of an
eventual calming of the mood on global markets. 

Russian GDP growth vs federal budget spending growth, % YoY

Source: State Statistics Service, Finance Ministry, ING
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(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.
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