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Local Markets  Extract from a report 
 

EM Looking Glass 
RUB’s new appreciation bias – forecast update 

 

Several positive developments to Russia’s internal and external backdrop in late December through 

early January have resulted in notable changes to RUB’s trading patterns. To our minds, these 

developments imply greater scope for RUB appreciation in 2020-2021, with a potential tilt towards USD-

RUB at 61.5 in 1H20 and only gradual RUB depreciation through the end of the two-year horizon:  

 Geopolitical risks failed to materialize in 2019. This paved the way for a gradual de-escalation of 

conflict with Ukraine and the signing of a new medium-term gas transfer contract. 

Against this backdrop, the RUB likely lost a substantial part of the geopolitical premium. 5y USD CDS 

for Russia descended below 60bp recently, well below the 1-year moving average at 96bp. The decline 

in the sovereign risk premium may encourage foreign investors to strengthen positioning in local assets: 

foreign holdings in OFZ bonds increased by $3.9bn in 4Q19 (share registered at 31.5%) according to 

preliminary estimates. 

 Global sentiment improved following announcement of a phase-one agreement between the 

US and China, which later progressed to a deal. The positive conclusion of this chapter in trade tensions 

helped to spur favourable sentiment across EM FX and to tame concerns about the potential impact of 

a trade spat on global growth and structural oil demand. 

Combined with the recent OPEC+ decision to expand production cuts, the current oil market price 

structure may provide additional contributions to the Russian current account surplus by c. $23bn (to 

$76.6bn in 2020) versus the baseline projection of SG Commodity team. The impact of these increased 

contributions will be especially strong in the peak heating season in 1Q20. Hence, trading flows may aid 

USD-RUB in hovering around the 61.5 territory. 

 Importantly, the domestic backdrop is also supportive of RUB. Despite a potential softening of 

the budget stance by the new Russian Government, domestic inflation may continue to undershoot the 

inflation target through 1H20. This may provide additional room for further monetary policy easing by 

the CBR during 1H20 (SGe: -50bp to 5.75%). Finally, the MinFin’s budget rule might be slightly relaxed 

starting in 2H20 in order to secure domestic investments from the liquidity part of the National Wealth 

Fund. 

Key forecasts for Russia (end-of-period figures) 

 

Source: SG Cross Asset Research/EM 

 

 

Current 1Q20 2Q20 3Q20 4Q20 2020 2021

USD/RUB 61.7 61.5 62.5 63.7 64.8 64.8 66.5

USD/RUB (old forecast) 63.0 64.0 64.5 66.5 66.5 66.5

CPI growth, % 2.8 2.4 2.9 3.0 3.4 3.4 4.5

Key rate, % 6.25 6.00 5.75 5.75 5.75 5.75 6.25

 
 

EMERGING MARKETS 

16 January 2020 

      

 

 

  

 

Evgeniy Koshelev 

+7 495 725 5637 
evgeniy.koshelev@rosbank.ru 

 
  

 

Phoenix Kalen 

+44 20 7676 7305 
phoenix.kalen@sgcib.com 

 

  
  

 
 

 

  
  

 
 

 

  
  

 
 

 
 



 
 EM Looking Glass 

 

     
 

 

2 16 January 2020 

 

 Global Head of Research          

 

Brigitte Richard-Hidden          
+33 1 42 13 78 46       
brigitte.richard-hidden@sgcib.com       

           
 

CROSS ASSET RESEARCH – FIXED INCOME GROUP 
           
 Head of Fixed Income Research     

 

Guy Stear          
+33 1 42 13 30 53       
guy.stear@sgcib.com       

           
           

 Emerging Markets       

 Head of EM Strategy          

 

Jason Daw  

 

Phoenix Kalen  

 

Kiyong Seong  

 

Bertrand Delgado 
+65 6326 7890  +44 20 7676 7305  +852 2166 4658  +1 212 278 6918 
jason.daw@sgcib.com  phoenix.kalen@sgcib.com  kiyong.seong@sgcib.com  bertrand.delgado-calderon@sgcib.com 

           

           

 

Marek Drimal          
+44 20 7550 2395       
marek.drimal@sgcib.com       

           

 
Other EM contributors          

 Slovakia    Czech Republic        

 

Monika Junicke *  

 

Viktor Zeisel *       

+420 222 008 509  +420 222 008 525     

monika_junicke@kb.cz  viktor_zeisel@kb.cz     

           
 Poland    CEE    Russia    

 

Jaroslaw Janecki    

 

Jana Steckerová *  

 

Evgeny Koshelev *  

 

Yury Tulinov, CFA * 

+48 22 528 41 62  +420 222 008 524  +7 495 725 5637  +7 495 662 13 00 (ext. 14836) 
jaroslaw.janecki@sgcib.com  jana_steckerova@kb.cz  ekoshelev@mx.rosbank.ru  yury.tulinov@rosbank.ru 

           
        

 

 Rates          

 Head of Rates Strategy   Covered Bonds & SSA   Head of US Rates Strategy    

 

Adam Kurpiel  

 

Jean-David Cirotteau  

 

Subadra Rajappa   

 

Rohit Gaurav 

+33 1 42 13 63 42  +33 1 57 29 32 42  +1 212 278 5241  +91 80 6731 8958 
adam.kurpiel@sgcib.com  jean-david.cirotteau@sgcib.com  subadra.rajappa@sgcib.com  rohit.gaurav@sgcib.com 

           

           

 

Jorge Garayo  

 

Cristina Costa  

 

Michael Chang  

 

Shakeeb Hulikatti 
+44 20 7676 7404  +33 1 58 98 51 71  +1 212 278 5307  +91 80 6731 4380 
jorge.garayo@sgcib.com  cristina.costa@sgcib.com  michael.chang@sgcib.com  shakeeb.hulikatti@sgcib.com 

           
           

 

Kevin Ferret          

+44 20 7676 7073       
kevin.ferret@sgcib.com       

           
 

           
 

 Foreign Exchange       

 Chief Global FX Strategist  FX Derivatives Strategy     

 

Kit Juckes 

 

Olivier Korber      

+44 20 7676 7972 +33 1 42 13 32 88   
kit.juckes@sgcib.com olivier.korber@sgcib.com   
    

        
 Rates & Forex Research for Corporates      

 

Carole Laulhere 

 

Kenneth Broux     

+33 1 42 13 71 45 +44 2076767334   
carole.laulhere@sgcib.com kenneth.broux@sgcib.com   
    

        
        

 Credit Strategy       

 Head of Credit Strategy       

 

Juan Esteban Valencia       

+33 1 56 37 36 83    
juan.valencia@sgcib.com    

        
 Credit Sector        

 Financials        

 

Paul Fenner-Leitão 

 

Brajesh Kumar 

 

Violeta Baraboi   

+44 20 7676 7132 +91 80 6731 5034 +44 20 7676 7680  
paul.fenner-leitao@sgcib.com brajesh.kumar@sgcib.com Violeta.baraboi@sgcib.com  
    

 Retail, Consumer & Leisure  Industrials  TMT & Industrials   

 

Simon Cowie 

 

Philippe Landroit 

 

Priya Viswanathan   

+44 20 7676 7152 +44 20 7676 7136 +91 80 6731 7458  
simon.cowie@sgcib.com philippe.landroit@sgcib.com priya.viswanathan@sgcib.com  
    

        
        

    
    
    

 

 

* Contributors from other SG Group entities: Komercni Banka, Rosbank, BRD. 
 
  

 
 

 

 



 
 EM Looking Glass 

 

     
 

 

Disclaimer 

ANALYST CERTIFICATION 
Each author of this research report listed on the cover hereby certifies that the views expressed in the research report accurately reflect his or her personal views, including views about subject securities or issuers 
mentioned in the report, if any.  No part of his or her compensation was, is or will be related, directly or indirectly to the specific recommendations or views expressed in this report. 
The analyst(s) who author research are employed by SG and its affiliates in locations, including but not limited to, Paris, London, New York, Hong Kong, Tokyo, Bangalore, Frankfurt, Madrid, Milan, Seoul and Warsaw. 
 
CONFLICTS OF INTEREST 
This research contains the views, opinions and recommendations of Societe Generale (SG) credit research analysts and/or strategists.  To the extent that this research contains trade ideas based on macro views of 
economic market conditions or relative value, it may differ from the fundamental credit opinions and recommendations contained in credit sector or company research reports and from the views and opinions of other 
departments of SG and its affiliates.  Credit research analysts and/or strategists routinely consult with SG sales and trading desk personnel regarding market information including, but not limited to, pricing, spread 
levels and trading activity of a specific fixed income security or financial instrument, sector or other asset class. Trading desks may trade, or have traded, as principal on the basis of the research analyst(s) views and 
reports. 
As a general matter, SG and/or its affiliates normally make a market and trade as principal in fixed income securities discussed in research reports. SG has mandatory research policies and procedures that are reasonably 
designed to (i) ensure that purported facts in research reports are based on reliable information and (ii) to prevent improper selective or tiered dissemination of research reports. In addition, research analysts receive 
compensation based, in part, on the quality and accuracy of their analysis, client feedback, competitive factors and SG’s total revenues including revenues from sales and trading and investment banking. 
IMPORTANT NOTICE: Sections of this publication that are contributed by non-independent analysts should not be construed as investment research as such have not been prepared in accordance with legal 
requirements designed to promote the independence of investment research. Therefore, even if such sections contain a research recommendation, such sections should be treated as a marketing communication and 
not as investment research. SG is required to have policies in place to manage the conflicts which may arise in the production of its research, including preventing dealing ahead of investment research. 
IMPORTANT DISCLAIMER:  The information herein is not intended to be an offer to buy or sell, or a solicitation of an offer to buy or sell, any securities or security-based swaps and has been obtained from, or is based 
upon, sources believed to be reliable but is not guaranteed as to accuracy or completeness.  Material contained in this report satisfies the regulatory provisions concerning independent investment research as defined 
in MiFID. Information concerning conflicts of interest and SG’s management of such conflicts is contained in the SG’s Policies for Managing Conflicts of Interests in Connection with Investment Research which is available 

at https://www.sgmarkets.com/#/compliance/equity or https://www.sgmarkets.com/#credit/compliance  SG does, from time to time, deal, trade in, profit from, hold, act as market-

makers or advisers, brokers or bankers in relation to the securities, or derivatives thereof, of persons, firms or entities mentioned in this document and may be represented on the board of such persons, firms or entities.  
SG does, from time to time,  act as a principal trader in  equities or debt securities that may be referred to in this report and may hold equity or debt securities positions or related derivatives.  Employees of SG, or 
individuals connected to them, may from time to time have a position in or hold any of the investments or related investments mentioned in this document.   SG is under no obligation to disclose or take account of this 
document when advising or dealing with or on behalf of customers.  The views of SG reflected in this document may change without notice.  In addition, SG may issue other reports that are inconsistent with, and reach 
different conclusions from, the information presented in this report and is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report.    To the maximum extent 
possible at law, SG does not accept any liability whatsoever arising from the use of the material or information contained herein.  This research document is not intended for use by or targeted to retail customers.  
Should a retail customer obtain a copy of this report he/she should not base his/her  investment decisions solely on the basis of this document and must seek independent financial advice. 
The financial instruments discussed in this report may not be suitable for all investors and investors must make their own informed decisions and seek their own advice regarding the appropriateness of investing in 
financial instruments or implementing  strategies discussed herein.    The value of securities and financial instruments is subject to currency exchange rate fluctuation that may have a positive or negative effect on the 
price of such securities or financial instruments, and investors in securities such as ADRs effectively assume this risk.  SG does not provide any tax advice.  Past performance is not necessarily a guide to future performance.   
Estimates of future performance are based on assumptions that may not be realized.  Investments in general, and derivatives in particular, involve numerous risks, including, among others, market, counterparty default 
and liquidity risk.   Trading in options involves additional risks and is not suitable for all investors.  An option may become worthless by its expiration date, as it is a depreciating asset.  Option ownership could result in 
significant loss or gain, especially for options of unhedged positions. Prior to buying or selling an option, investors must review the "Characteristics and Risks of Standardized Options" at 

http://www.optionsclearing.com/about/publications/character-risks.jsp. or from your SG representative. Analysis of option trading strategies does not consider the cost of commissions. 

Supporting documentation for options trading strategies is available upon request. 
Notice to French Investors: This publication is issued in France by or through Societe Generale ("SG") which is authorised and supervised by the Autorité de Contrôle Prudentiel et de Résolution (ACPR) and regulated 
by the Autorité des Marchés Financiers (AMF). 
Notice to U.K. Investors:  Societe Generale is a French credit institution (bank) authorised by the Autorité de Contrôle Prudentiel (the French Prudential Control Authority) and the Prudential Regulation Authority and 
subject to limited regulation by the Financial Conduct Authority and Prudential Regulation Authority. Details about the extent of our authorisation and regulation by the Prudential Regulation Authority, and regulation 
by the Financial Conduct Authority are available from us on request. 
Notice to Swiss Investors: This document is provided in Switzerland by or through Societe Generale Paris, Zürich Branch, and is provided only to qualified investors as defined in article 10 of the Swiss Collective 
Investment Scheme Act (“CISA”) and related provisions of the Collective Investment Scheme Ordinance and in strict compliance with applicable Swiss law and regulations. The products mentioned in this document 
may not be suitable for all types of investors. This document is based on the Directives on the Independence of Financial Research issued by the Swiss Bankers Association (SBA) in January 2008. 
Notice to Polish Investors: this document has been issued in Poland by Societe Generale S.A. Oddzial w Polsce (“the Branch”) with its registered office in Warsaw (Poland) at 111 Marszałkowska St. The Branch is 
supervised by the Polish Financial Supervision Authority and the French ”Autorité de Contrôle Prudentiel”. This report is addressed to financial institutions only, as defined in the Act on trading in financial instruments. 
The Branch certifies that this document has been elaborated with due dilligence and care. 
Notice to U.S. Investors: For purposes of SEC Rule 15a-6, SG Americas Securities LLC (“SGAS”) takes responsibility for this research report. This report is intended for institutional investors only. Any U.S. person wishing 
to discuss this report or effect transactions in any security discussed herein should do so with or through SGAS, a U.S. registered broker-dealer and futures commission merchant (FCM).   SGAS is a member of FINRA, 
NYSE and NFA. Its registered address at 245 Park Avenue, New York, NY, 10167. (212)-278-6000. 
Notice to Canadian Investors: This document is for information purposes only and is intended for use by Permitted Clients, as defined under National Instrument 31-103, Accredited Investors, as defined under National 
Instrument 45-106, Accredited Counterparties as defined under the Derivatives Act (Québec) and "Qualified Parties" as defined under the ASC, BCSC, SFSC and NBSC Orders   
Notice to Singapore Investors:  This document is provided in Singapore by or through Societe Generale ("SG"), Singapore Branch and is provided only to accredited investors, expert investors and institutional investors, 
as defined in Section 4A of the Securities and Futures Act, Cap. 289.  Recipients of this document are to contact Societe Generale, Singapore Branch in respect of any matters arising from, or in connection with, the 
document.  If you are an accredited investor or expert investor, please be informed that in SG's dealings with you, SG is  relying on the following exemptions to the Financial Advisers Act, Cap. 110 (“FAA”): (1) the 
exemption in Regulation 33 of the Financial Advisers Regulations (“FAR”), which exempts SG from complying with Section 25 of the FAA on disclosure of product information to clients; (2) the exemption set out in 
Regulation 34 of the FAR, which exempts SG from complying with Section 27 of the FAA on recommendations; and (3) the exemption set out in Regulation 35 of the FAR, which exempts SG from complying with 
Section 36 of the FAA on disclosure of certain interests in securities. 
Notice to Hong Kong Investors: This report is distributed or circulated in Hong Kong only to “professional investors” as defined in the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO”).  
Any such professional investor wishing to discuss this report or take any action in connection with it should contact SG Securities (HK) Limited.  This report does not constitute a solicitation or an offer of securities or an 
invitation to the public within the meaning of the SFO. 
Notice to Japanese Investors: This publication is distributed in Japan by Societe Generale Securities Japan Limited, which is regulated by the Financial Services Agency of Japan. This document is intended only for the 
Specified Investors, as defined by the Financial Instruments and Exchange Law in Japan and only for those people to whom it is sent directly by Societe Generale Securities Japan Limited, and under no circumstances 
should it be forwarded to any third party. The products mentioned in this report may not be eligible for sale in Japan and they may not be suitable for all types of investors. 
Notice to Korean Investors: This report is distributed in Korea by SG Securities Korea Co., Ltd which is regulated by the Financial Supervisory Service and the Financial Services Commission. 
Notice to Australian Investors: For Documents Distributed in Australia by SG Securities (HK) Limited: This document is distributed by SG Securities (HK) Limited, a Registered Foreign Company and Foreign Financial 
Services Provider in Australia (ARBN 126058688) that is exempt from the requirement to hold an Australian financial services licence under the Corporations Act 2001 (“Act”). SG Securities (HK) Limited is regulated by 
the Securities and Futures Commission under Hong Kong laws, which differ from Australian laws. The information contained in this document is only directed to recipients who are wholesale clients as defined under 
the Act. 
Notice to Indian Investors: Societe Generale Global Solution Center Pvt. Ltd (SG GSC) is a 100% owned subsidiary of Societe Generale, SA, Paris. Societe Generale SA is authorised and supervised by the Autorité de 
Contrôle Prudentiel et de Résolution (ACPR) and regulated by the Autorité des Marchés Financiers (AMF). Analysts employed by SG GSC do not produce research covering securities listed on any stock exchange 
recognised by the Securities and Exchange Board of India (SEBI) and is not licensed by either SEBI or the Reserve Bank of India. 

http://www.sgcib.com. Copyright: The Societe Generale Group 2020.  All rights reserved. 

This publication may not be reproduced or redistributed in whole in part without the prior consent of SG or its affiliates. . 
 

https://www.sgmarkets.com/#/compliance/equity
https://www.sgmarkets.com/#credit/compliance
http://www.optionsclearing.com/about/publications/character-risks.jsp
http://www.sgcib.com/

