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Russia 

Russia’s economic recovery stumbles again. The Rus-
sian economy performed at least slightly better in the first 
quarter of this year overall compared to the halt of growth in 
the second half of 2017. The economy ministry estimates 
first-quarter GDP grew by more than 1 % y-o-y, up from less 
than 1 % in 4Q17. 

Seasonally adjusted industrial output, however, fell again 
in February and grew only slightly in March. Even if on-year 
growth in the first quarter was nearly 2 %, March industrial 
output was lower than in spring and summer 2017. Output of 
mineral extraction industries was up this year after hitting 
bottom late last year, rising by about 1 % y-o-y in the first 
quarter. Manufacturing output has remained unchanged this 
year, while from a dip in 1Q17 output has increased by over 
2 %. 

Seasonally adjusted retail sales have continued to recover 
this year, albeit slowly. Retail sales in the first quarter were 
up by over 2 % y-o-y. A gradual recovery in real household 
incomes has supported consumption. Real incomes were up 
in the first quarter by 3 % y-o-y (if the one-time pay-out to 
pensioners early last year is excluded). Public sector wages 
rose rapidly. 

Construction activity has continued to shrink this year, 
declining by 4 % y-o-y in the first quarter. The volume of 
goods transport rose by well over 3 % y-o-y in the first quarter 
on strong growth in pipeline transmission in March. 
 
Real growth of core sectors of the Russian economy, 2015−18  

Source: Rosstat. 
 
Russia and the US holding off on new sanctions. Rus-
sia has extended the process of handling a draft law that 
would impose new sanctions on the United States and possi-
bly other countries. The lower-house Duma is not expected to 
take up the matter until mid-May, and the proposal has al-
ready raised criticism among several Russian firms and many 
experts. The bill’s proposed menu of sanction options in-
cludes restrictions on imports, exports and public procure-
ments. The Russian president would then decide which 
measures, if any, to implement. Some of the proposed 

measures would have little effect as they are already in place 
as earlier sanctions or have been introduced as import substi-
tution efforts (for example, several food items subject to im-
port restrictions). 

The US was also expected to again announce new sanc-
tions on Russia at the beginning of the week, which would 
now be related to Russian support for the Syrian government. 
Thereafter, the US administration said that it was still only 
considering new sanctions. 

With new sanctions at least postponed by both sides, the 
nervousness on Russian markets subsided a bit in recent 
days. The Moscow exchange’s RTS index recovered and the 
ruble’s exchange rate climbed slightly from last week’s lows. 
The finance ministry’s daily forex purchases, however, have 
ceased temporarily in order to lessen depreciation pressures 
on the ruble’s exchange rate. 

Russia is also considering measures to support firms di-
rectly targeted by previous US sanctions. One proposal calls 
for setting up Russian special economic zones similar to tax 
havens elsewhere. Firms subject to sanctions would be al-
lowed to transfer their operations and capital from foreign tax 
havens. It has also been envisaged that firms could be sup-
ported through e.g. public procurements and a new bank that 
is in the process of being established to meet the needs of the 
defence industry.   
 
IMF expects the Russian economy to grow by 1.7 % 
this year. The IMF’s latest World Economic Outlook sees 
Russian GDP growth slowing next year to 1.5 %, which is in 
line with the IMF’s estimate of Russia’s long-term growth po-
tential. According to the IMF forecast, Russia and South Af-
rica will experience some of the lowest growth this year and 
next among economies that have been generally regarded as 
emerging economies. The IMF forecasts China’s economy 
will grow by 6.6 % this year and 6.4 % next year. The Indian 
economy is expected to grow by 7.4 % this year and 7.8 % in 
2019. 

The IMF expects that the global economy will grow by 
3.9 % this year and next. Thus, Russia’s share in the global 
economy will continue to diminish. Using market exchange 
rates, Russia’s share of global GDP is just 2 % this year, well 
down from its peak share of about 3 % in 2012−2013. 

The IMF reports that per capita GDP adjusted for pur-
chasing power parity (PPP) was about $27,800 in Russia last 
year, or e.g. 63 % of Finnish per capita GDP. Russian living 
standards soared before the 2008 global financial crisis, but 
since then have converged on higher-income economies at 
a much slower pace. In recent years, the gap in living stand-
ards has actually widened, for example, with EU countries. 
 
Growth forecasts for Russian GDP, 2018−19, % 

 2018 2019 
IMF (4/18) 1.7  1.5  
BOFIT (3/18) 1.8  1.6  
Consensus Economics (3/18) 1.9  1.8  
CBR (3/18) 1.5–2.0  1.5–2.0  
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China 
 
China continues to report implausibly stable growth. 
China’s National Bureau of Statistics reports that first-quar-
ter GDP grew at 6.8 % y-o-y – exactly the same pace as in the 
previous two quarters. Official figures paint a picture of re-
markable consistency in Chinese economic growth over re-
cent years which is hardly a credible description of a transi-
tion economy that experiences major changes.  

Despite the challenges of interpreting Chinese GDP fig-
ures, economic growth apparently has remained robust 
thanks to strong domestic consumer demand. However, 
many of the monthly indicators of economic performance 
(e.g. industrial output, fixed asset investment, electricity gen-
eration) suggest economic growth is slowing. In addition to 
the structural deceleration of growth, heightened US-China 
trade tensions and the severity of the debt problem pose extra 
risks to the future growth prospects.  
 

Nominal and real Chinese GDP growth (official version) 

Source: CEIC and BOFIT.  
 
Despite a larger surplus with the US, China’s goods 
trade surplus contracted overall in the first quarter. 
The value of China’s first-quarter goods exports amounted to 
$545 billion, an increase of 14 % y-o-y. The value of imports 
was up by 19 % to nearly $500 billion. This year the overall 
trade surplus contracted to $49 billion. While the overall 
trade surplus contracted, China’s surplus with the United 
States rose by 18 % y-o-y in January-March to $58 billion. 
China’s $14 billion surplus with rest of the world (except the 
US) in 1Q2017 turned to a $9 billion trade deficit in 1Q2018. 

China’s growing trade surplus with the US only exacer-
bates tensions between the two countries. On April 13, the US 
treasury department released its semi-annual trade report. 
The treasury department expressed serious concerns about 
the US trade deficit with China and China’s unfair trade prac-
tices, but refrained from calling China a currency manipula-
tor. China, in fact, has recently supported the yuan’s value. 
On Monday (Apr. 16), the US commerce department imposed 
a seven-year ban on component sales of US firms to the Chi-
nese telecom giant ZTE. Officially, the ban was declared be-
cause of ZTE’s business dealings with Iran and North-Korea. 

US-based Qualcomm, however, could lose one of its most im-
portant customers as its microchips are found in nearly half 
of all the phones ZTE produces. On Tuesday (Apr. 17), China, 
for its part, imposed a temporary 179 % antidumping fee (in 
the form of obligatory deposit) on US sorghum. China im-
ported about $1 billion worth of US sorghum last year. 
 
Chinese trade balances by country/region 

Source: Macrobond and BOFIT.  
 

China lowers its bank reserve requirement by one 
percentage point. The People’s Bank of China cut its re-
serve requirement ratio (RRR) for small and mid-sized banks 
from 15 % to 14 %, and for large banks from 17 % to 16 %. The 
changes will enter into force next Wednesday (Apr. 25). 
Banks should use most of the freed-up cash to pay back their 
maturing medium-term lending facility (MLF) loans to the 
PBoC. Thus, the drop in the RRR should only mildly affect the 
situation in the money markets. Nevertheless, the move sup-
ports banks’ profitability by allowing them to pay back their 
MLF loans (the current rate on new one-year MLF issues is 
3.3 %) from their reserves which carry a lower interest rate 
(1.6 %).  

A total of 891 billion yuan ($140 billion) in MLF loans will 
come due by the beginning of June. The central bank this year 
has granted 1.591 trillion yuan in new one-year MLF loans to 
commercial banks. In contrast, the use of the PBoC’s short-
term lending facility (SLF loans), which banks use to meet 
their short-term (1–30 days) borrowing needs, has been de-
pressed compared to last year. The PBoC also regulates bank-
ing sector liquidity with its open market operations. As a re-
sult of these operations, about 800 billion yuan in liquidity 
has been mopped up from the markets this year. Moreover, 
the PBoC supports the liquidity of the financial system by 
providing pledged supplementary lending (PSL loans) to its 
policy banks.  At the end of March, the stock of PSL loans was 
nearly 3 trillion yuan; a net gain this year of 304 billion yuan.  

Determining China’s actual monetary policy stance is dif-
ficult. The use of interest rates in guiding policy has yet to 
gain the same status in China as in advanced economies. In-
terest rates offered on financing to commercial banks through 
the PBoC’s open market operations and lending programmes 
(MLF and SLF) were boosted a token 5 basis points in re-
sponse to the last two US rate hikes. 

-150

-50

50

150

250

350

450

550

650

2010 2011 2012 2013 2014 2015 2016 2017 2018

Total trade
USA
EU
Japan
Australia
South Korea
Taiwan

USD billion, 12-month moving average

 

0

5

10

15

20

25

30

35

      1995       2000       2005       2010       2015

Nominal Real
GDP growth, % yoy

 


	Russia
	201816Chi.pdf
	China
	Chinese trade balances by country/region



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Coated FOGRA27 \050ISO 12647-2:2004\051)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType true
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU ([Based on 'Kirjapaino'] [Based on '[High Quality Print]'] Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 8.503940
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


