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Last 1wk ytd
USD/RUB 76.2 -2.0% 22.8%
EUR/RUB 90.3 -0.9% 29.7%
EUR/USD 1.19 12% 56%
DXY 92.8 -1.0% -3.8%
Brent, $/bbl 41.8 -2.7% -36.7%
Gold, $/t oz 1902 0.1% 24.9%

EM currencies over the week *

Foreign Currency Markets

The RUB managed to appreciate along with EM peers, but tensions looming ahead.
The local currency market was inspired by gradual improvement of the external
sentimentdriven by hopes fora new fiscal package in the US (which was mostly negative
for the greenback) and helped by internal liquidity flows (dominated by corporate
conversion ahead of quarterly tax payments on the weekfrom 26 to 30 October).

The CBRimprovedthenewsflowfortheRUBonthe turn oftheweek by raising mandatory
FX sales through the year-end. Starting from 26 October, the regulator will sell FX
equivalent to RUB 4.0bn/day instead of RUB 2.9bn/day because of some additional OTC
transactions with the MinFin related to investing the NWF into local companies. Last
week, the MinFin invested RUB 50bn into PJSC Aeroflot that according to the CBR rules
should be reflected in the open market. Combined with the MinFin’s FX sales aimed to
fulfillthe budget rule - RUB 5.8bn/day through the 5 November may be well reiterated in
December owingto prevailing conditionsin the oil market - the overall FX supply from
the authorities should creep up to RUB 9.8bn/day (or $128 mn/day) from today.

In normal times, such drivers could be a perfect combination forthe RUB to perform but
market participants seemingly held their breath ahead of 3 November US elections. With
the ‘Blue wave’ coming in the US, geopolitical risks for Russia should not be
underestimated.Although this‘wave’mayadoptalarger fiscal stimulusto providearelief
to the US economy it will hardly stop the pandemicitself. So far, additional pressure on
oil from tightening of economic activities across Europe happend overthe weekend is
another point of concern forus.
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Last 1wk ytd
$UST'10, % 0.84 0.10 -1.07
€BUND'10, % -0.57 0.05 -0.39
$Russia'29, % 2.29 0.03 -0.65
OFZ 5y (26229), % 5.30 0.00 -0.85
OFZ 10y (26228), % 597 -0.05 -0.40
OFZ 15y (26225), % 6.28 -0.05 -0.23

OFZ curve flattened
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Fixed Income

The OFZ curve demonstrated a positive twist last week. The handicap was made at the
start of the week with a minor positive twist of the Govies curve beyond 5y maturity ahead
of the CBR meeting. The 2y10y slope tightened by a 2bp margin to 145bp, though the
5y15y remained fairly flat at 105bp. Nonetheless, the monetary regulator did not promote
optimism with much attention paid to overhang of short-termrisks, so the curve traded
devoid of ideas before the weekend.

Anotherstrong primary auction held by the MinFin with RUB 300+bn placement of the
FRN also failed to inspire the market despite not that abundant (as usual) price
concessions. Provided with RUB 1.3bn of the borrowing plan left through the year-end,

the primary market should not reduce itsimpact on thecurve unless the ministry isolated
fixed-rate bonds from potential supply.

The coming week should raise sensitivity to external news flow related to US elections
and RUB dynamics as a litmus test of sentiment of those who would like to meet
Novemberunhedged.The regular auction day will unlikely surprise with a composition of
selected bonds: a 7y-10y FRN could be combined with a 7y+ fixed-rate bond onthe offer.
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Last 1wk ytd
Ruonia o/n % (1-day lag) 423 -0.01 -2.00
USD/RUBswap o/n, % 359 035 -2.95
P Mosprime'3m, % 4.65 0.00 -1.80
$Libor'3am,% 0.22 0.00 -1.69
USD/RUB Xccy 1y, % 3.93 -0.11 -2.17
USD/RUB basis 1y, bp -76 -6 -32
Redemption schedule is heavy
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Lack of depo supply pushed rates

8.25 %

Money Market
All the eyes turned on RUB liquidity deposits from the MinFin and the DepFin of
Moscow. Summing up all the available data on both liquidity providers, one can resume
thatthe market has all the reasons to exert tensions with medium-term funding. Despite
the fact that the MinFin provided RUB 2.37tn of deposit that led to net issuance of RUB
0.8tn of additional liquidity all the funds were short-term and did not stretch into 2021.
The DepFin of Moscow was less generous having absorbed c. RUB 0.56tn and issued c.
RUB 0.3tn (as of today) of which only c. 20% were rolled into 2021.

Banks have to repay RUB 1.8tn more to the MinFin and the DepFin combined through the
rest of the year. Except for some short-term liquidity gaps, it should not be a technical
issue for the banking system (owing to available collateral and CBR refinancing
instruments) to redeem so huge liabilities as long as the consolidated budget should
spend this liquidity throughthe end ofthe fiscal year or renew deposits.

However,assessmentofstructuralimpact of such liquidity turnaround may haveacritical
point. Banks usually rely on the budget deposits to fulfil regulatory requirements of the
CBR - namely, the LCR ration which is highly sensitive to the term (and conditions) of
attracted funds. Should the MinFin and the DepFin reduce supply of deposits maturingin
2021 and shorted the duration, which we suggest a probable scenario, banks will have to
seek fundingin the corporate segment and pay decent premium for 30 to 90 days
deposits. The retail segment is seen as less preferred option, especially given persistent
outflow of funds owing to low deposit rates.

Macroeconomics
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Ju-19  Oct-19  Jan-20  Apr20  Jul-20  Oct-20
Moscow 3-6m depo Mosprime 3m
CBR Rate oIS 6m

Indicator * Last Prior
Markit PMI Mfg Sep 489 Aug 511
Markit PMI Services Sep 53.7 Aug 582
Car Sales, % yoy Sep 34 Aug -05
CPI, % yoy Sep 3.7 Aug 3.6
CBR Reserves, $bn Sep 583 Aug 5%
Trade Balance, $bn Aug 3.7 Jul 4.8
Budget Balance,ytdPtn  Sep -1.8 Aug -1.6
Ind. production, % yoy Sep -5.0 Aug -4.2
Retail Sales, % yoy Sep -3.0 Aug -27
Unemployment Rate,% Sep 6.3 Aug 6.4
Real Wages, % yoy Aug 0.1  Jul 29
GDP, % yoy 2020 -8.0 1Q20 1.6
CA Balance, $bn 3Q20 2.5 2Q20 -0.5
Outlook

Indicator 4Q20 1Q20 2Q21
Brent, $/bbl 400 425 450
USD/RUB 76.0 72.0 69.0
EUR/RUB 89.7 86.4 84.2
GDP, % yoy 21 07 0.7
CPI, % yoy 4.3 4.3 4.1
Key rate, % 4.25 4.25 4.25
OFZ 10y, % 5.20 5.00 5.20

*recent updates highlighted with red

The CBR left the key rate unchanged (4.25) and more than that the guidance for the
next couple of meetings. However,a number of inflation risks were pulled in the top
paragraph that indicated concerns of the regulator with respect to current inflation
trajectory. The CBR Governorsuggested in her speech that recent FX devaluation may
contribute up to 1pp to the annual inflation through the 2Q21 but this did not result in an
upward review of the 3.5-4.0% range for inflation expected by the CBR in 2021. The
probablereason is a drag forthe economy from the second wave of the pandemicand
related risk for demand-driven disinflation.

The outlook for 2020 was pulled slightly higher to 3.9-4.2% from 3.7-4.2%, but given
current inflation at 3.8% the level above 4.2% looks more reasonable. Both supply side
and geopolitical tensions may push inflation expectations even higherin the next several
months (unless dust settles down), especially, if the White House will be led by the
Democrat. So far, the room for further policy easing continues to narrow, even against the
pandemiccontinuesto spread all around.

The Rosstat released concerning data for September. A positive dynamics could be
discerned only in the services segment which recovered to -12.2% yoy from -18.8% yoy in
August. Retail sales also had a positive contribution from non-food goods (-0.3% yoy from
-1.2%yoy in the previous month). However, contraction of the food sales (-4.6%yoy) and
very limited drivers forthe non-food sales (mostly related to volatility of the ruble) may
hampertheinertia of economicrecovery in subsequent months.

More than that, the labor market has all the reasons for deceleration of recovery. While
real wages growth edged down to 0.1% yoy in August, being driven mostly by public
sector wages, real disposable income plunged by 4.8% yoy in 3Q20. Among the
components, the most concerningis entrepreneurial and otherincome which may have
contracted by 20-23% yoy). Finally, the unemployment rate edged down to 6.3% though
the number of unemployed (+44k to 3687k overall) continued to demonstrate tensions in
many sectors of the economy, especially when government stimulus come to the end.
Rosbank Research Team, research@rosbank.ru
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Date Event Forecast Expected impact
26/28 October Tax payments for September FX market to face supportfrom sales by export
companies
29 October ECB to decide on rates SGe: -0.5%; CNS: -0.5% for Some hints on extending the PSPP (QE) on
thedepo rate December meeting will pullthe EUR down
29 October US to publish firstestimate for SGe: 31.7; CNS: 31.8% qoq Strong figure is expected but it will hardly
3Q20 GDP annualized reduce the need of fiscal stimulus
Café et Croissant Markets and economics

Russian macro update -3Q’20 (eng)
OFZ Auction Alert - 14 October(eng)
Russian forecasts update - Oct’20 (eng)
CBR meeting preview - Oct’20 (eng)
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This report is intended forinformational 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, asa 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 tams
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 reportare reserved to the Bank. The information contained herein cannotbe 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 thisreport, is indicative and is subject to change at any
time, including due to the change in market conditions. Information about currency exchange rates, indices, prices onvarious underlying assets, etc. is specified in accordance with data, received
by the Bank from external sources. The Bank does not guarantee the correctness, accuracy, completeness or relevance of information received from external sources, although these sources
are reasonably assumed bythe Bank asreliable.

This report under no circumstances shall constitute either a consultation or individual investment recommendation. Financial in struments, trades or transactions, specified in this report may
not correspond with your investment profile and investment goals (expectations). This reportdoes not take into considerationyour personal investment goals, financial conditions or nesds.
Prior to entering into transaction with financial instrument or making an investment into financial instrument you should obtainyour own assessment thereof; its correspondence with your
investment goals, investment horizon andrisk tolerance; its advantages, specifically related to its taxation, not relying ex clusively 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 yo ur needs. The Bank shall not be liable for your possible


https://api.rosbank.ru/doc/econom_030620_eng.pdf/d
https://api.rosbank.ru/doc/ofz_alert_141020.pdf/d
https://api.rosbank.ru/doc/fcst_digest_051020_eng.pdf/d
https://api.rosbank.ru/doc/preview_191020_eng.pdf/d
mailto:jean-baptiste.langnier@rosbank.ru
mailto:PVMalyavkin@rosbank.ru
mailto:Vladimir.Matsko@socgen.com
mailto:Yury.Tulinov@rosbank.ru
mailto:Evgeny.Koshelev@rosbank.ru
mailto:TVAmbrozhevich@rosbank.ru
mailto:Alexandre.Koutcherov@rosbank.ru
mailto:Anna.Zaigrina@rosbank.ru
mailto:Ekaterina.Korchagina@rosbank.ru
mailto:Timur.Mukhametshin@rosbank.ru

I ROSBANK

SOCIETE GENERALE GROUP

Appendices

investor’s losses in case of a transaction with, orinvestment 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 investinto anyfinancial instrument.



