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Investment Research — General Market Conditions   

     
 Russia’s central bank keeps its key rate unchanged at 11.0%. 

 The CBR tone softens as inflation fears prevail. 

 We continue to be bullish on the RUB and expect the first cut on USD/RUB 

under 60. 

Assessment and outlook 

Russia’s central bank kept its key rate unchanged today (29 April) at 11.0%, in line with 

our and consensus expectation. The main reasons were ‘elevated inflation risks’ 

stemming from ‘uncertainty in parameters of the national budget’ and declining money 

market rates on abundant liquidity in the banking sector. The latter is viewed by the CBR 

as a small easing step, we believe, as despite a positive real rate interbank rates dove 

under the key rate. 

However, in the statement the CBR sounded cautiously softer than previously. The 

central bank introduced conditionality of resuming monetary easing: ‘should inflation 

risks fall as much as to ensure with greater certainty that the Bank of Russia achieves its 

inflation target’, which remains at 4% y/y by end-2017. Inflation posted 7.3% y/y as of 25 

April. Yet, we expect inflation to accelerate to 8.1% y/y on low base effect by end-2016. 

This time the CBR omitted its list of ‘scapegoats’ (oil, the slowdown in the Chinese economy 

and moves by the Fed) as global conditions have improved. Given the present inflation fears 

as the CBR’s cautious stance continues, we believe a 50bp key rate cut at the next 

meeting on 10 June is possible if the current upward trend in the oil price and the RUB 

continues, with USD/RUB sliding under 60 and the crude price jumping over USD50/bl. 

Otherwise, we believe any oil price weakening and deterioration of global risk sentiment 

would shift the cut into H2 16. We still expect the key rate to fall to 9.5% by the end of 

2016. 

RUB rallies after the decision 

Before the CBR’s rate decision, the RUB continued to strengthen as the crude price climbed. 

After the decision the RUB rallied further returning to its pre-decision levels within an hour 

as the CBR showed improved consistency. The RUB keeps its position as the best performer 

in YTD spot returns in the emerging market universe. RUB-denominated sovereign bonds 

OFZs entered the rally on CBR’s softer tone. 

We continue to be bullish on the RUB. The RUB’s free float continues to protect Russia’s 

current account surplus and economy despite probably another year of slump. The rising 

oil price prospects, an upward oil futures curve and marginal FX redemptions by the 

corporate sector, combined with low FX demand by individuals, should also be RUB 

supportive.  

We keep our USD/RUB profile unchanged and see the cross at 63.30 in 3M, 61.10 in 6M 

and 58.0 in 12M. Our EUR/RUB forecasts are 70.90 (3M), 69.70 (6M) and 68.40 (12M). 

  29 April 2016 

 

Senior Economist, Trading Desk Strategist 
Vladimir Miklashevsky 
+358 10 546 7522 
vladimir.miklashevsky@danskebank.com 

Flash Comment 

CBR rate decision: unchanged on inflation fears 

CBR holds on inflation fears... 

 
Source: Macrobond Financial, Danske Bank 

Markets 

...while disinflation continues 

 
Source: Macrobond Financial, Danske Bank 
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Disclosures 
This research report has been prepared by Danske Bank Markets, a division of Danske Bank A/S (‘Danske 

Bank’).  The author of the research report is Vladimir Miklashevsky, Analyst. 

Analyst certification 

Each research analyst responsible for the content of this research report certifies that the views expressed in the 

research report accurately reflect the research analyst’s personal view about the financial instruments and issuers 

covered by the research report. Each responsible research analyst further certifies that no part of the compensation 

of the research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed 

in the research report. 

Regulation 

Danske Bank is authorised and subject to regulation by the Danish Financial Supervisory Authority and is subject 

to the rules and regulation of the relevant regulators in all other jurisdictions where it conducts business. Danske 

Bank is subject to limited regulation by the Financial Conduct Authority and the Prudential Regulation Authority 

(UK). Details on the extent of the regulation by the Financial Conduct Authority and the Prudential Regulation 

Authority are available from Danske Bank on request. 

The research reports of Danske Bank are prepared in accordance with the Danish Society of Financial Analysts’ 

rules of ethics and the recommendations of the Danish Securities Dealers Association. 
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Financial models and/or methodology used in this research report 

Calculations and presentations in this research report are based on standard econometric tools and methodology 

as well as publicly available statistics for each individual security, issuer and/or country. Documentation can be 

obtained from the authors on request. 

Risk warning 

Major risks connected with recommendations or opinions in this research report, including a sensitivity analysis 

of relevant assumptions, are stated throughout the text. 

Date of first publication 

See the front page of this research report for the date of first publication. 

General disclaimer 
This research has been prepared by Danske Bank Markets (a division of Danske Bank A/S). It is provided for 

informational purposes only. It does not constitute or form part of, and shall under no circumstances be 

considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial instruments 

(i.e. financial instruments mentioned herein or other financial instruments of any issuer mentioned herein and/or 

options, warrants, rights or other interests with respect to any such financial instruments) (‘Relevant Financial 

Instruments’). 

The research report has been prepared independently and solely on the basis of publicly available information that 

Danske Bank considers to be reliable. While reasonable care has been taken to ensure that its contents are not 

untrue or misleading, no representation is made as to its accuracy or completeness and Danske Bank, its affiliates 

and subsidiaries accept no liability whatsoever for any direct or consequential loss, including without limitation 

any loss of profits, arising from reliance on this research report. 

The opinions expressed herein are the opinions of the research analysts responsible for the research report and 

reflect their judgement as of the date hereof. These opinions are subject to change, and Danske Bank does not 

undertake to notify any recipient of this research report of any such change nor of any other changes related to the 

information provided in this research report.  
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This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom or 

the United States. 

This research report is protected by copyright and is intended solely for the designated addressee. It may not be 

reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank’s prior 

written consent. 

Disclaimer related to distribution in the United States 
This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets 

Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/S, pursuant to SEC Rule 15a-6 and related 

interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for 

distribution in the United States solely to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske 

Markets Inc. accepts responsibility for this research report in connection with distribution in the United States 

solely to ‘U.S. institutional investors’.  

Danske Bank is not subject to U.S. rules with regard to the preparation of research reports and the independence 

of research analysts. In addition, the research analysts of Danske Bank who have prepared this research report are 

not registered or qualified as research analysts with the NYSE or FINRA but satisfy the applicable requirements 

of a non-U.S. jurisdiction. 

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial 

Instrument may do so only by contacting Danske Markets Inc. directly and should be aware that investing in non-

U.S. financial instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be 

registered with the U.S. Securities and Exchange Commission and may not be subject to the reporting and 

auditing standards of the U.S. Securities and Exchange Commission. 


