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Flash Comment

Russia: GDP revisions bring no change to our 2010
forecast, 201 1 looks brighter

Key figure (Q2 GDP growth in Russia)

e Russian Q1 10 GDP growth was revised up from 2.9% to 3.1%, for Q2 the preliminary
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figure of 5.2% was confirmed.

e We keep our 2010 GDP growth forecast steady at 3.6%.

Source: Reuters

e We believe credit growth will support 2011 growth more than we anticipated earlier and
we revise our 2011 GDP growth forecast from 4.1% to 4.8%, with weight on H2 growth.

Assessment and outlook

Russian Q2 GDP growth was 5.2%, as the preliminary estimate indicated in August. Q1
growth was marginally upgraded from 2.9% to 3.1%. This brings H1 10 growth to 4.2% y/y. We expect stronger growth in 2011

Unfortunately, as the benign base effect is fading, keeping up the GDP growth rate seen in H1 125- 125
becomes difficult in H2. Support from trade balance surplus growth is fading and investments 100. ¥ =
have not really started yet, leaving the consumption as the only growth driver constrained by
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However, money supply growth indicates a rise in bank lending in Q4, which we expect to be 25
driven by the consumer sector. This is likely to support consumption throughout 2011. In -
addition to this, state companies are planning significant investments next year, which has
strengthened our optimism on recovery in investments in late-2011. Due to these factors, we s s o0 o2 03 05 03 10
upgrade our GDP forecast for 2011 from 4.1% to 4.8%.

Source: EcoWin Reuters and Danske Markets

We are also fine-tuning our CPI forecasts due to the unexpected surge in food prices.

However, we do not see this as a key inflation driver and expect a bigger acceleration in

inflation to emerge starting in November-December this year due to rising real wages, CPlislikely to accelerate

government expenditure, money supply growth and producer price inflation. We expect year- 250 250

end inflation to reach 8% this year, and CPI to average at 9.5% in 2011. aes - e
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2010 36 4.8 1.0 240 19.0 7.9 6.8
2011 4.8 59 85 130 22.0 7.3 9.5
2012 45 6.5 120 9.0 210 6.9 79
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