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Russia

Russian GDP grew by just 0.6 % last year. 2014 saw
a marked slowdown in the pace of economic growth last
year from 1.3 % in 2013. Private consumer spending was
the main factor supporting growth, but also the contraction
in imports boosted the growth contribution of net exports.
Private consumption increased more slowly than in 2013
with a growth rate of 1.9 %. Real disposable income of
households shrank last year for the first time since 1999,
falling by about 1 %. Fixed capital investment also con-
tracted last year by 2.5 %. In 2013, investment still man-
aged to post meagre positive growth.

Russian output shows transient spike in December. In-
dustrial output growth accelerated in December, particu-
larly in a couple of manufacturing branches. Some experts
suggest that the acceleration largely reflected the ruble’s
depreciation, which drove substitution of imports with do-
mestic products. Mineral extraction sector output continued
to show fairly good growth, and was up about 3 % y-0-y.

The volume of retail sales rose sharply in December.
Consumers rushed to buy durable goods in response to the
ruble’s weakening in an effort to stave of their loss of ruble
purchasing power. In the fourth quarter of 2014, real dis-
posable incomes of households fell 3.5 % y-o0-y.
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CBR surprises with 2 p.p. cut in key rate. The key rate
was lowered to 15 % starting from Monday (Feb 2). The
Central Bank of Russia said the rate cut was possible be-
cause its 6.5-percentage-point increase of the key rate in
December to 17 % has already calmed to some extent infla-
tion expectations and devaluation expectations. The CBR
views that the pick-up in inflation at the end of last year is
temporary and largely a reflection of the ruble’s decline.
The CBR noted that inflation may accelerate further in
the months ahead until the economy has adjusted to the new
external environment. After that weak demand should

slacken the inflation rate. Data for January showed an on-
year rise in consumer prices of as much as 15 %, up from
11.4 % in December. The CBR expects inflation to be back
below 10 % in January 2016.

The CBR also motivated the rate cut by the weak eco-
nomic development which needs support. It noted a lower
key rate should improve corporate borrowing, which is one
of the aims in the government’s new support programme.

The rate cut caught most observers by surprise. Some
see lower rates as a welcome form of stimulus although
doubting whether a two-percentage-point reduction can
have much impact. Others have viewed the preceding hike
of the rate as a sign of primarily shifting back towards the
old monetary policy focus of stabilising the ruble’s ex-
change rate.

Russian government approves economic support pro-
gramme. The aims of the programme adopted last week in-
clude stabilising Russia’s economic conditions, supporting
import substitution as well as improving diversification of
the structure of Russian exports. Special emphasis is made
on securing the activities of core branches and companies,
supporting the banking sector and protecting social entitle-
ments. The programme includes financial support and
measures aiming to reduce bureaucracy and regulatory bur-
dens. Many Russian economic experts have, however, criti-
cised the programme for failing to address properly Rus-
sia’s fundamental need for structural economic reforms and
measures for restoring growth.

Total programme costs this year are estimated to exceed
1.3 trillion rubles (€17 billion), of which just over 200 bil-
lion rubles are designated as government guarantees. Half
of the actual support funding should come out of the federal
budget and half out of the National Welfare Fund.

Up to 550 billion rubles will come from the National
Welfare Fund, or about 10 % of the fund’s present value.
The money will be used to recapitalise banks and provide
more funding for the VEB development bank to boost lend-
ing. Banks receiving capital infusions, in turn, must forward
the funds for the financing of major infrastructure projects.

Some 450 billion rubles in federal budget spending will
go to social programmes and transfers to regional budgets,
while 100 billion rubles will go to support various industrial
branches. Most of the support is slated for agriculture, farm
machinery and the car industry. The details and timing of
budget funding have yet to be decided.

The programme does not abandon previously announced
budget spending cuts and hence the support measures
should be financed by cutting and making other spending
more effective. The economy ministry would like to see the
support measures implemented as fast as possible, while the
finance ministry favours a more patient approach. Accord-
ing to media reports, initial agreement was reached on sup-
port measures worth just over 20 billion rubles to be imple-
mented in the first quarter of this year.
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China’s central bank lowers reserve requirement. The
People’s Bank of China cut the reserve requirement ratio for
commercial banks on Thursday (Feb. 5). The ratio, which
determines the amount of deposits a bank must hold in re-
serves in the central bank, was lowered by half a percentage
point. Certain small banks specialised in lending to farms
and small businesses, or financing water management pro-
jects, were entitled to a one-percentage-point cut. The PBoC
also announced that the reserve requirement ratio for the
state-owned Agricultural Development Bank of China
would go down 4.5 percentage points. After the cut, the
benchmark reserve ratios of the PBoC are 19.5 % for large
banks, 17.5 % for small and mid-sized banks and 16 % for
rural banks. The reserve requirement ratio for individual
banks can vary.

The last time the reserve requirement ratio was lowered
was in spring 2012. Because monetary policy in China is not
yet implemented through interest-rate policy as in the devel-
oped world, the ratio is still considered a key instrument of
monetary policy. China’s central bank has kept the reserve
requirement ratio relatively high by world standards on con-
cerns that easing monetary policy could e.g. result in over-
heating of stock markets or add to China’s debt problems.
Another reason for large reserve requirements is China’s
lack of a comprehensive deposit insurance scheme. The
PBoC is currently drafting guidelines for the rollout of a
new deposit insurance scheme, however.

China’s economy continued to slow in January accord-
ing to purchasing manager indexes. The latest reading of
the official index of manufacturing purchasing managers
(PMI) compiled by China’s National Bureau of Statistics
fell to 49.8 in January. The alternative PMI reading pro-
duced by HSBC uses a greater weighting for small, privately
owned firms. It dipped below the 50-point level already in
December, and stayed there in January. Of the key sub-indi-
ces of the NBS manufacturing PMI, Employment Index
(manufacturing jobs) and New Order Index (export orders)
post readings below 50 in January. The Employment Index
hit 47.9, its lowest reading since the beginning of 2013.

A PMI reading below the “neutral” level of 50 points in
theory should be reflected in seasonally adjusted output data
that show a drop from the previous month. In practice, how-
ever, the correlation between industrial output and PMI
readings is somewhat messier. The NBS figure for on-month
changes in industrial output has been relatively strong even
when PMI readings have been under 50. In any case, the on-
going slowdown in growth of industrial output remains
clear. NBS figures for actual production in January-Febru-
ary will not be available until March.

Service sector growth, in contrast, appears quite resilient,
even if growth has slowed a bit. The services PMI value was
53.7 in January. Even if growth in labour demand in the ser-
vice sector also appeared to come to a halt in the second half
of 2014, demand appeared to recover at least briefly in Janu-
ary.

Employment Index for Manufacturing and Services PMls

60 T T T
——Manufacturing Services
55
M
v
5 N AT M,

NI e

45 \l

40

2008 2009 2010 2011 2012 2013 2014 2015

Source: Macrobond

China’s current account surplus grew slightly last year.
The goods trade surplus ballooned last year, driven in partic-
ular by lower world commodity prices that made imports
cheaper. Even so, the soaring services trade deficit meant
that the current account surplus only grew slightly. The ex-
plosion of Chinese tourism was the single largest factor
driving the rising services trade deficit. Chinese tourists last
year spent $165 billion abroad, or nearly 25 % more than in
2013. The size of current account surplus relative to GDP
rose from 1.9 % in 2013 to 2.1 % last year.

There was a distinct shift in capital flows last year from
2013. Preliminary figures show that China experienced a net
outflow of capital in 2014, and that the outflow accelerated
in the fourth quarter.

The value of China’s gold and foreign currency reserves
increased last year by $118 billion to around $4 trillion.

Balance-of-payments highlights for China, USD billion

2011 2012 2013 2014
Current account 136 215 183 214
Goods trade balance 244 322 360 472
Services trade balance -62 -90 -125 -198
Other -46 -17 -52 -60
Capital and financial accounts 266 -32 326  -96*
Net errors and omissions -14 -87 -78
Change in currency reserves 388 96 431 118

* Includes errors and omissions.

Sources: SAFE, Macrobond

Bank of Finland ¢ Institute for Economies in Transition, BOFIT
P.O. Box 160, FI-00101 Helsinki
Phone: +358 10 831 2268 » Web: www.bof.fi/bofit

Editor-in-Chief Seija Lainela « Email: Seija.Lainela@bof.fi
The information is compiled and edited from a variety of sources.
The Bank of Finland assumes no responsibility for the completeness or accuracy of
the information, and opinions expressed do not necessarily reflect the views of the
Bank of Finland.



	Russia
	201506Chi.pdf
	China



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Gray Gamma 2.2)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.6

  /CompressObjects /Off

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType true

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings true

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts false

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

    /Arial-Black

    /Arial-BlackItalic

    /Arial-BoldItalicMT

    /Arial-BoldMT

    /Arial-ItalicMT

    /ArialMT

    /ArialNarrow

    /ArialNarrow-Bold

    /ArialNarrow-BoldItalic

    /ArialNarrow-Italic

    /CenturyGothic

    /CenturyGothic-Bold

    /CenturyGothic-BoldItalic

    /CenturyGothic-Italic

    /CourierNewPS-BoldItalicMT

    /CourierNewPS-BoldMT

    /CourierNewPS-ItalicMT

    /CourierNewPSMT

    /Georgia

    /Georgia-Bold

    /Georgia-BoldItalic

    /Georgia-Italic

    /Impact

    /LucidaConsole

    /Tahoma

    /Tahoma-Bold

    /TimesNewRomanMT-ExtraBold

    /TimesNewRomanPS-BoldItalicMT

    /TimesNewRomanPS-BoldMT

    /TimesNewRomanPS-ItalicMT

    /TimesNewRomanPSMT

    /Trebuchet-BoldItalic

    /TrebuchetMS

    /TrebuchetMS-Bold

    /TrebuchetMS-Italic

    /Verdana

    /Verdana-Bold

    /Verdana-BoldItalic

    /Verdana-Italic

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.40

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.40

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU <FEFF004b006900720073007400750075006e0020006a00610020007000610069006e006f00740061006c006f006900680069006e0020006d0065006e0065007600e4007400200074007900f60074002e>

  >>

>> setdistillerparams

<<

  /HWResolution [600 600]

  /PageSize [595.276 841.890]

>> setpagedevice



