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Russia’s current account stabilises
despite higher oil prices

The $12.3b current account in October was big, but no bigger than the
3Q21 average, despite tighter energy markets. Exports are likely to
catch up with it in November-December, but so will imports and FX
purchases. The local fundamentals are therefore in stalemate, putting
portfolio flows back into the spotlight, and these are quite volatile
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Russia's preliminary balance of payments estimate for the first 10 months of 2021 suggests little
change in the current account surplus in October compared to the 2021 monthly average. That,
however, did not prevent the ruble from showing a noticeable 2.2% appreciation against the US
dollar and 3.8% against the euro.

Based on the monthly central bank estimates (subject to subsequent revisions), the current
account surplus totalled US$12.3b in October (US$94.4b year-to-date), which is close to the
US$13.6b monthly average seen in 3Q21. We expected October numbers to stay in the US$10-15b
range, so we take the actual result as strong but largely neutral. Nevertheless, we note that

the current account surplus is stable despite a noticeable increase in the average monthly Urals
price from US$70-73/bblin 3Q21 to US$81/bbl in October. Moreover, the preliminary non-CIS
imports data (covers 90% of the total merchandise imports) suggests no material uptick in
October. Several conclusions could be made here, both positive and negative.
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e The positive takeaway is that exports may have yet to catch up with the spot prices, as
delivery contract prices tend to lag behind (Figure 2). Also, as fuel accounts for only 48% of
Russia's merchandise exports (based on the Central Bank of Russia's 9M21 data), overall
exports should also benefit from price growth in other commodities, such as metals (19% of
exports, based on Federal Customs' data).

¢ The negative takeaway is that imports of goods and services are going to catch up, too, due
to the reopening of foreign travel destinations and the recent ruble strengthening against
the US dollar and euro (EU accounts for 33% of Russia's imports of goods). As a result, the
monthly current account surplus is unlikely to show any further expansion from the current
levels, at least in the near term.

Looking at the broader balance of payments composition, it appears that the ruble may have been
supported last month by restrained FX purchases of US$4.4b and a deceleration in the net private
capital outflow, to US$6.8b in October from the US$11.3b average seen in 3Q21 (year-to-date net
private capital outflow is US$65.7b).

e On FXintervention, as a reminder, these are also playing catch up, with US$7.2bn
announced for November, sterilising the excess fuel revenues of the budget.

e The improvement in the private capital account should be taken as the key positive
takeaway from the October statistics, but the reiterated statement by the central bank that
the structure of 10M21 outflows is heavy on foreign asset accumulation suggests little
improvement in the structure and visibility of future flows.

Figure 1: Ruble rally in October was supported by smaller than
expected FX purchases and smaller private capital outflow
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Figure 2: Export volumes should catch up with oil prices in a
month or two
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Source: Bank of Russia, Refinitiv, ING

We remain constructive on the ruble for 4Q21 thanks to strong commodity markets and
signs of deceleration in net private capital outflows. That said, the pick up in FX
intervention and recent resurgence of portfolio outflows from the local bond market
could make further ruble performance more dependent on inflationary

expectations globally and locally.

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 BRO00341) at 8-10

Snap | 11 November 2021 3


https://think.ing.com/forecasts/
https://think.ing.com/bundles/ing-monthly-curve-surfing/
https://think.ing.com/articles/russian-cpi-soars-challenging-central-bank-forecasts/
mailto:dmitry.dolgin@ing.de

THINK economic and financial analysis

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.

Snap | 11 November 2021


http://www.ing.com

