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It is just about to get real interesting
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Forecasts

Key macro projections

2013 2014 2015 2016 2017E 2018E 2019E

Real GDP 1.9% 1.1% -2.7% -0.5% 1.5% 1.5% 1.5%

Households 4.5% 1.4% -9.2% -4.3% 2.9% 2.4% 0.6%

Government 0.9% -1.5% -2.9% -0.6% 1.2% 0.2% -0.4%

Investment -3.2% 1.6% -14.8% 1.6% 3.0% -2.6% 1.9%

Exports 4.2% -0.3% 3.6% 3.3% 2.3% 5.5% 3.6%

Imports 3.8% -3.1% -25.4% -2.5% 7.4% 1.4% 1.5%

Nominal GDP (USD bn) 2294 2080 1371 1296 1281 1674 1733

USD/RUB avg 31.09 31.84 38.38 60.94 67.06 55 55

CPI, avg 6.8% 7.8% 15.6% 7.1% 3.7% 3.2% 3.0%

Budget balance % of GDP 0.9% -0.9% -2.3% -2.2% 2.0% -1.4% -1.0%

Debt to GDP 11.0% 13.8% 14.1% 13.8% 17.4% 17.7% 18.2%
Source: ADA Economics in association with WOOD

Research, Macrobond
Sources: Eurostat data, ADA Economics ADA
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Big rate cutting cycle still ahead

Growth rebound driven strongly by

inventories (and thus oil prices)
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Muted [abour market

Real disposable income and job creation yoy

Share of those expecting inflation pick up
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Inflation expectations aligning with the CBR’s target

We have hit the low point of inflation
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...but not of interest rates

Inflation expectations aligning with the CBR’s target Contributions by key component to yoy inflation
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Industrial production and sentiment

Yoy change in Industrial Production Confidence Indicators
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Money growth at around 12% voy is low

: L M2 and M2 X
M2 is a very good leading indicator for real GDP

growth in Russia and it seems stubbornly stuck at 100%
10-12%yoy.

80%
Without a significant pick up to 20% or more it is
hard for us to forecast growth above 1.5% as an
average 0%

60%

That said, in the last few quarters some important o

dynamics are emerging outside of the M2 0%
definition which may positively affect the economy
— see the next slide.
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Money growth at around 12% vyoy is low

Credit dynamics, YOY

Credit dynamics, YOY
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Deleveraging & refinancing

Debt to GDP measures for companies and households
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Weak wage & profits go together

Wages and profits (broadest measure)

YoY changes
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Lukewarm labour market

Unemployment rate in historical context
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Lukewarm labour market

Retail sales & income dynamics Yoy normal wage growth components
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Real wages and retail spending

In Russia there are various ways of measuring incomes and
wages include a variable bonus, which can swing significantly
from year to year

The chart shows that basic wages, deflated by CPI, have
improved thanks to the fast drop in inflation

However the broader measures of incomes, such as disposable
income, have shown much slower growth both in nominal

and in real terms

The low disposable income is a constraint on inflation and
ultimately caps the spending recovery

Source: CEIC, ADA Economics Ltd
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Shrinking industrial base, favours low CP|

Net balance of newly registered vs. liquidated companies Non-resident positioning in the local bond market
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Disclaimer
I/ Copyright 2018 ADA. All rights reserved.

This report may provide information, commentary and discussion of issues relating to the state of the economy and the capital markets. All opinions, projections and
estimates constitute the judgment of the author as of the date of the report and are subject to change without notice. ADA is under no obligation to update this report and
readers should therefore assume that AD will not update any fact, circumstance or opinion contained in this report.

The content of this report is provided for discussion purposes only. Any forward looking statements or forecasts included in the content are based on assumptions derived
from historical results and trends. Actual results may vary from any such statements or forecasts. No reliance should be placed on any such statements or forecasts when
making any investment decision, and no investment decisions should be made based on the content of this report.

This report is not intended to provide personal investment advice and it does not take into account the specific investment objectives, financial situation and particular
needs of any specific person. Under no circumstances does any information represent a recommendation to buy or sell securities or any other asset, or otherwise
constitute investment advice. Investors should seek financial advice regarding the appropriateness of investing in specific securities or financial instruments and
implementing investment strategies discussed or recommended in this report.

This report should not be regarded by recipients as a substitute for the exercise of their own judgment and readers are encouraged to seek independent, third-party
research on any companies discussed or impacted by this report.

In accordance with rules established by the U.K. Financial Services Authority, macroeconomic analysis is NOT considered investment research.

Materials prepared by ADA research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect
information known to, professionals in other business areas of ADA.

To the extent this report discusses any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors
should consult their own legal advisers as to issues of law relating to the subject matter of this report. ADA research personnel’s knowledge of legal proceedings in which any
ADA entity and/or its directors, officers and employees may be plaintiffs, defendants, co—defendants or co—plaintiffs with or involving companies mentioned in this report is
based on public information. Facts and views presented in this material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect
information known to, professionals in other business areas of ADA in connection with the legal proceedings or matters relevant to such proceedings.

The information herein (other than disclosure information relating to ADA and its affiliates) was obtained from various sources and while all effort has been made to provide
accurate information, ADA does not guarantee its accuracy. This report may contain links to third—party websites. ADA is not responsible for the content of any third—party
website or any linked content contained in a third—party website. Content contained on such third—party websites is not part of this report and is not incorporated by

reference into this report. The inclusion of a link in this report does not imply any endorsement by or any affiliation with ADA.
Any unauthorised use or disclosure is prohibited.
O ANALYSE. DEBATE. ACT.



