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Russia 

Russian inflation accelerates slightly in January. 
Consumer price inflation rose 5.0 % y-o-y in January. In par-
ticular, higher food prices since last summer appear to driv-
ing inflation. Rosstat reports that core inflation, which ex-
cludes prices of food, energy and administratively regulated 
prices, was up 4.1 % in January.  

The hike in the value-added tax (VAT) at the start of this 
year from 18 % to 20 % had a lower-than-expected impact on 
consumer price inflation in January. It seems that the effects 
of the VAT hike will gradually pass-through to consumer 
prices over coming months. 

As 12-month inflation is currently running near the lower 
bound of the Central Bank of Russia’s (CBR) inflation forecast 
for this year (5–5.5 % at the end of this year), the CBR left  the 
key rate unchanged (7.75 %) at its rate review meeting on 
February 8. The CBR expects annual inflation to settle back 
to its target level of 4 % in the first half of 2020. However, real 
interest rates in Russia are still rather high as the nominal av-
erage rate for corporate loans for over 12 months hit 9.2 % in 
December.  
 
Interest rates and inflation in Russia  

Sources: Macrobond, Central Bank of Russia. 
 
Growth in Russian household borrowing acceler-
ated in 2018. The Central Bank of Russia reports that the 
household credit stock increased during the past two years. 
Growth accelerated substantially last year, lifting the total 
household credit stock to 14.9 trillion rubles (220 billion dol-
lars) at the end of 2018 – an increase of 22 % y-o-y.  During 
Russia’s last credit boom in 2011—2013, annual growth in 
credit exceeded 30 %. 

While the volume of housing loans grew especially fast last 
year, growth in unsecured consumer credit was also brisk. 
Credit stock growth was highest in the Moscow region, St. Pe-
tersburg and some regions in the Volga Federal District. In all 
these places, high growth was generated mainly by housing 

loans. Due to the housing loan growth in recent years, hous-
ing loans now constitute 43 % of all household borrowing. 
Less than 1 % of household credit is denominated in foreign 
currencies.   

The increase in credit demand partly reflects a slight drop 
in interest rates. The average rate on a ruble-denominated 
household loan for more than one year was 12.5 % in Decem-
ber. In December 2017, the similar average rate was 13.5 %. 
The corporate credit stock also grew rapidly, but the rate of 
growth (11 % y-o-y) was well below the growth in household 
borrowing. 

 
Russia’s goods trade surplus last year was larger 
than before. Russian customs reports that in 2018 the 
country’s goods trade surplus climbed to 212 billion dollars, 
or roughly 12 % of GDP. 

Russian goods exports rose by 26 % from previous year. 
This reflects changes in both quantities and prices. Some of 
these may prove to be temporary. Energy prices are a major 
driver of fluctuations in Russia’s case. 

The EU accounted for 46 % of Russian exports, while 12 % 
went to China. Two-thirds of earnings from goods exports 
came from fossil fuels. The combination of a slight increase 
in oil and gas export volumes and higher world prices raised 
export earnings by a third. In addition to fossil fuels, there 
were also significant increases in exports of metals and 
grains. With the bumper crop of autumn 2017, 2018 wheat 
exports were up by a third from 2017. Russia produces about 
10 % of the world’s wheat. In recent years, about half of Rus-
sia’s wheat production has gone to exports. 

The trend in exports last year was not reflected in imports. 
Russians spent only 5 % more on imported goods in 2018 
than in the previous year. Import growth was depressed by 
ruble depreciation of more than 10 % against the dollar and 
euro. 

About 37 % of Russia’s goods imports last year came from 
the EU and 22 % from China. While half of imports consisted 
of machinery, equipment and vehicles, growth in the category 
was modest. Pharmaceuticals and foodstuffs were also im-
portant import good categories. 
 
Value of Russian goods exports and imports 

Source: Federal Customs Service of Russia. 
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China 
China’s urbanising, greying and soon-to-be-shrink-
ing population. China National Bureau of Statistics reports 
that the Chinese population reached 1.395 billion at the end 
of December. The population increased by a mere 0.4 % from 
2017, or about 5.3 million people. The rate of population rise 
was the slowest since the famine years of the early 1960s.  

Populations in urban areas increased by a total of 18 mil-
lion people to 831 million. The rural population correspond-
ingly decreased by 13 million. Some of the growth in urban 
areas, however, reflects extension of city limits. Areas once 
zoned rural are now classified as urban areas. The worsening 
employment situation in cities was reflected last year in the 
number of internal migrants (people who move from rural ar-
eas to urban areas for work). The number of internal migrant 
workers increased by just 1.8 million to 288 million. Growth 
in the number of internal migrants has slowed steadily since 
2010. 

The working-age population (16–59 years) has been 
shrinking for years, falling to 897 million last year (a decrease 
of 5 million from 2017). The number of persons over 60 years 
of age increased by 9 million to 249 million.   

Last year saw the birth of 15.2 million children, the lowest 
number of births since China began to abandon the one-child 
policy in 2013. Although China officially switched to a two-
child policy in 2016, the policy relaxation has not been re-
flected in the birth rate as hoped. China’s birth rate last year 
was just 10.94 per 1,000 inhabitants, down from 12.43 births 
per 1,000 in 2017. The Chinese Academy of Social Sciences 
(CASS) recently estimated that China’s population will go 
into decline in 2027. Under the current estimate, the popula-
tion will fall to 1.17 billion by 2065. 

China’s rate of population growth is lowest among all of 
the world’s most populous nations. The World Bank expects 
the population of India to exceed the population of China as 
soon as 2022. The current share of China’s working-age pop-
ulation (using the World Bank definition of 15–64 years) to 
total population was the highest among all of the world’s most 
populous nations (over 71 %) last year. The World Bank ex-
pects this ratio to fall below 60 % by 2050, when the working-
age population ratio in China will be even lower than in e.g. 
the US. 

 
GDP growth in some Chinese provinces was well be-
low target last year. The NBS released new data that show 
real GDP growth was more than one percentage point below 
the official growth targets set for Inner Mongolia, Liaoning, 
Jilin, Hainan and Chongqing provinces. Official figures show 
economic growth in these areas running at 4–6 % p.a. In most 
provinces, GDP growth was roughly in line with the target. 
GDP figures have yet to be released for Heilongjiang and Ti-
bet provinces. 

In about a dozen provinces, GDP grew by 6–7 % in real 
terms, and in another dozen 7–9 %. The highest GDP growth, 

around 9%, was posted by Yunnan and Guizhou provinces. 
Both are among the poorest economies in China. 

The economies of China’s larger provinces match those of 
major countries. For example, the GDP of Guangdong and 
Jiangsu in dollar terms last year corresponded to that of 
Spain or Australia. 19 of mainland China’s 31 provinces have 
economies larger than that of Finland. 

The reliability of provincial-level GDP figures has long 
been dubious. Hitting growth targets is a major consideration 
in evaluating the performance of provincial officials. Such 
targets put pressure on them to set economic growth figures 
exceeding the party’s national GDP growth target. As a result, 
the aggregate growth reported by regions without exception 
exceeds the official GDP growth figures released by the NBS. 
Several provinces have been caught up in scandals over jig-
gered growth figures.  

 
Only minor changes in value of China’s currency re-
serves since 2016. At the end of January, the value of the 
People’s Band of China’s total official foreign reserve assets 
was 3.186 trillion dollars. Some 97 % of the reserves were 
held as foreign-currency assets, typically debt securities such 
as treasury bills in major currencies. Gold made up over 2 % 
of China’s reserves, with other assets constituting less than 
1 % of China’s holdings. China does not reveal the composi-
tion of its foreign currency reserves.  

China by far has the world’s largest foreign currency and 
gold reserves. Although gold constitutes a small fraction of 
the PBoC’s reserves, it still amounts to about 1,870 tons, mak-
ing it the sixth largest gold hoard of any central bank. The 
8,100 tons of gold held by the US Federal Reserve are by far 
the world’s largest, with gold accounting for 75 % of the Fed’s 
forex and gold reserves. The next largest gold reserves are 
held by the central banks of Germany, Italy, France and Rus-
sia, in all of which the share of gold is quite large relative to 
total reserves.  

After a two-year pause, the PBoC again boosted its gold 
reserves slightly in January. Russia, for its part, has firmly in-
creased its gold reserves to 2,115 tons (19 % of the value of its 
total reserves currently) over the past decade.  

 
China’s foreign currency reserves  

Source: Macrobond. 
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