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Checklist

Rate decision

Unchanged at 4.25%

Rate guidance

The mantra of ‘assessing the need for
policy easing on further meetings’ is
becoming less relevant amid rising
pressure oninflation fromthe supplyside.
We expect the CBR to maintainits viewon
disinflationary risks to the economy in
2021 but to be less dovish on the risks to
the
uncertainties. This maygive the key rate a
floor of 4.25% 2H21

‘normalisation’ maystart.

economy posed by geopolitical

until when

Economic assessment

Both inflation and inflation expectatio
entered 4Q20 at a high level (3.8% yoy a
9.4pp, respectively). This means that the ri
of exceeding the 4.0% inflation target duri
1Q21 remains, with a modest revers
expected thereafter. Meanwhile, t
economic recovery may accelerate in 2H21
terms of industrial production and G
despite the second wave of the pandem
which may stimulate a quicker rebuilding
household and enterprise balances.

Inflation edged up in4Q20
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25bp policy-tuning cut likely to follow in July

Friday, 23 October 2020 GMT Previous SG Forecast Consensus

Key rate (%) 11:30 4.25 4.25 4.25

Weexpect the CBR’s policy meeting on 23 October to bea non-eventin terms of key
ratechanges (SGe: unchanged, 4.25%), although verbal guidance and forecasts could
be updated, potentiallysheddingsomelighton therate’s forward trajectory. The
forecasttrajectoryfor the key rateis notexpected to be released until theyear-end,
according to recentcomments by Alexey Zabotkin, who is responsible for monetary
policy at the CBR. However, the overhang of risks to inflation and the economic
trajectory following the recent underperformance of the ruble and escalation of
geopolitical risks should prompt some re-writing of the central bank mantra of
‘assessing the need to soften policyon the forthcoming meetings’in its last three
press-releases.

The recentspeech by Alexey Zabotkinwas not accompanied by any hint of preferred
options or the scope of available alternatives for the upcoming meeting. This
downplays the meeting as a cornerstone event, which could be due to prevailing
uncertainties regarding the near future. The US presidential electionon 3 November
is a wildcard that could undermine any sophisticated choice of theregulatorexcept
for a wait-and-see mode. Thatis how weinterpretall comments by Alexey Zabotkin
on the regime-switching optionality, which is already builtinto arange of economic
scenarios presented by the Monetary Policy Guidance for 2021-2023.

As regards the baseline strategy for medium-term monetary policy in Russia, we
believethekey ratehas reached a bottomat4.25%andmay be gradually increased
duringthe ‘normalisation phase’in 2H21 to 4.5%. Along with thepros and cons of
promotinga lean monetary policyto help the economy overcome theimpactof the
pandemic, the CBR has to deal with supply-side pressure pushing up consumer
inflation due to the recent USD/RUB underperformance (+9.5% from 1 July).
Inflation polls released by the CBR in August and September demonstrated
producers’ limited capacity to withstand theruble’s depreciationand the elevated
inflation expectations of households (12-month outlook at 9.4pp in September).
Meanwhile, inflation continues to creep up, having entered the CBR forecast range
for the year-end (3.7-4.2%) at a pretty high level in October (at 3.8% yoy on the
week to 12 October).

The last — but not the least — point to consider is related to assessment of the
transmission mechanism. In his speech, Alexey Zabotkin reiterated the view thatfull
transmission is expected to lastfromthreeto six quarters. If measured from the
period of significanteasingin the summer, the peak impact of policy easing should
come in 1Q21-4Q21. With ‘acceptable’ steepness of the sovereign yield curve
remaining behind the general rate setting mechanism, options for fine-tuning
monetary instruments may be considered to be abundant. Asubtle nod was given to
the proxy QE seen over the last couple of primary debtauctions heldby the MinFin
(with a record placement of RUB 718bn since 1 October) instead of the more
transparent mechanism discussed by us (seethe OOM).

Evgeny Koshelev, CFA

Evgeny.Koshelev@rosbank.ru
+7 (495) 662-1300, ext. 14838


http://www.rosbank.ru/
https://doc.sgmarkets.com/en/3/0/155853/261318.html?sid=d4fd122ae6284653c5ba2bb7551fb451
mailto:Evgeny.Koshelev@rosbank.ru

B ROSBANK

SOCIETE GENERALE GROUP

Team

Research Financial Institutions Sales Corporate Sales Debt Capital Markets Brokerage
Yury Tulinov, CFA Pavel Malyavkin Vladimir Matsko Tatyana Ambrozhevich Aleksandr Ten
Yury.Tulinov@rosbank.ru PVMalyavkin@rosbank.ru Vladimir.Matsko@socgen.com TVAmbrozhevich@rosbank.ru Aleksandr.Ten@rosbank.ru
+7 (495) 662-13-00, ext. 14-836 +7 (495) 725-57-13 +7 (495) 725-57-44 +7 (495) 956-67-14 +7 (495) 234-36-52
Evgeny Koshelev, CFA Vera Shapovalenko Alexandre Koutcherov Nikita Reuk Timur Mukhametshin
Evgeny.Koshelev@rosbank.ru VAShapovalenko@rosbank.ru Alexandre.Koutcherov@rosbank.ru Nikita.Reuk @rosbank.ru Timur.Mukhametshin@rosbank.ru
+7 (495) 662-13-00, ext. 14-838 +7 (495) 725-57-13 +7 (495) 725-57-44 +7 (495) 662-13-00, ext. 13-120 +7 (495) 234-36-52
Anna Zaigrina Valentina Shonoeva Evgeny Kurochkin Sergey Tsoy
Anna.Zaigrina@rosbank.ru Valentina.Shonoeva@rosbank.ru Evgeniy.Kurochkin@socgen.com Sergey.Tsoy @rosbank.ru
+7 (495) 662-13-00, ext. 14-837 +7 (495) 662-13-00, ext. 19-105 +7 (495) 725-57-44 +7 (495) 234-36-52
Ekaterina Korchagina Andrey Galkin
Ekaterina.Korchagina@rosbank.ru AAGalkin@rosbank.ru
+7 (495) 662-13-00, ext. 15-354 +7 (495) 725-57-44

Maksim Ardatov

Maksim.Ardatov@rosbank.ru
+7 (495) 662-13-00, ext. 19-107

This report is intended for informational purposes only.

Any information presented by PJSC ROSBANK (the ‘Bank’) in this report shall not be considered either as the delivery of incomplete or inaccurate information, in particular, as a
non-disclosure of or a representation on the circumstances that are of the importance for execution, performance or termination of a transaction, or as a promise or obligation to

execute transaction on terms and conditions specified in this report, or as an offer, unless otherwise is expressly specified in this report.
The Bank shall not be liable for any losses (damages and/or lost profit) due from the usage of this report and/or information contained herein.

All rights to and arising from this report are reserved to the Bank. The information contained herein cannot be reproduced or distributed without prior written consent of the
Bank.

Any information (including information about currency exchange rates, indices, prices on various underlying assets, etc.) contained in this report, is indicative and is subject to
change at any time, including due to the change in market conditions. Information about currency exchan ge rates, indices, prices on various underlying assets, etc. is specified in
accordance with data, received by the Bank from external sources. The Bank does not guarantee the correctness, accuracy, comp leteness or relevance of information received
from external sources, although these sources are reasonably assumed by the Bank as reliable.

This report under no circumstances shall constitute either a consultation or individual investment recommendation. Financial instruments, trades or transactions, specified in this
report may not correspond with your investment profile and investment goals (expectations). This report does not take into consideration your personal investment goals,
financial conditions or needs. Prior to entering into transaction with financial instrument or making an investment into financial instrument you should obtain your own
assessment thereof; its correspondence with your investment goals, investment horizon and risk tolerance; its advantages, specifically related to its taxation, not relying
exclusively on information provided to you, such assessment obtained upon legal, tax, financial, accounting and other professional advices in order to ensure that the financial
instrument is suitable for your needs. The Bank shall not be liable for your possible investor’s losses in case of a transaction with, or investment to financial instruments, specified
in this report. Your responsibility includes, inter alia, an obligation to establish, whether you have the authority to enter into transactions with or invest into any financial
instrument

All rights reserved. © Rosbank 2020


mailto:Yury.Tulinov@rosbank.ru
mailto:PVMalyavkin@rosbank.ru
mailto:Vladimir.Matsko@socgen.com
mailto:TVAmbrozhevich@rosbank.ru
mailto:Aleksandr.Ten@rosbank.ru
mailto:Evgeny.Koshelev@rosbank.ru
mailto:VAShapovalenko@rosbank.ru
mailto:Alexandre.Koutcherov@rosbank.ru
mailto:Nikita.Reuk@rosbank.ru
mailto:Timur.Mukhametshin@rosbank.ru
mailto:Anna.Zaigrina@rosbank.ru
mailto:Valentina.Shonoeva@rosbank.ru
mailto:Evgeniy.Kurochkin@socgen.com
mailto:Sergey.Tsoy@rosbank.ru
mailto:Ekaterina.Korchagina@rosbank.ru
mailto:AAGalkin@rosbank.ru
mailto:Maksim.Ardatov@rosbank.ru

