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Russian foreign trade continues to recover; capital
outflows up slightly. Russian revenues from goods and
services exports, as well as spending on goods and services
imports were each up roughly 20 % y-o-y in the final quarter
of 2017. Growth in goods imports was about 20 %. Russian
spending on travel abroad was up by nearly 30 %, matching
the growth pace of previous quarters. The trade and current
account surpluses of the fourth quarter were notably large on
export earnings from higher oil prices.

Russian foreign trade continued to climb out of a deep
two-to-three-year hole. Even with the recovery, however, lev-
els of revenue and spending on goods and services trade in
the last quarter of 2017 were still several per cent below the
2014 level and about 20 % below the level of 2012—-13.

Net outflow of private capital abroad was quite notable in
the latter half of 2017. The corporate sector (excluding banks)
received relatively little foreign direct investment. The out-
flow of corporate FDI from Russia continued evenly over the
course of last year and was slightly larger than FDI inflows.
Companies made only small repayments of their foreign debt.
In the second half of 2017, other outflows of corporate capital
showed an increase. Banks, in contrast, actively paid down
their foreign debts throughout the year.

Main Russian balance-of-payments categories, 2015-17

USD billion % of GDP
2015 2016 2017 2015 2016 2017
(preliminary) (preliminary)

Current account 69 26 40 50 20 26
- Exports (goods & services) 393 332 412 286 257 264
- Imports (goods & services) 282 266 326 205 205 209
Trade balance (goods) 148 90 116 108 7.0 74
- Exports 341 282 354 249 218 226
- Imports 193 192 238 141 148 152
Services trade balance =37 24 -30 27 -18 -19
- Exports 52 51 58 38 39 37
- Imports 89 74 88 65 57 57
Other current account -43 41 45 3.1 32 -29

Financial account & neterrors -67 17 17 49 13 141
Government (excl. central bank) -10 4 13 0.7 03 08

Private sector total (A+B) 58 20 -31 42 -15 -20
A. Banks -34 1 -29 25 01 -18
B. Other private sector 24 21 -3 -1.8 -16 -0.2
- Direct investment -14 11 -7 -1.0 08 -04
- Inbound 6 31 23 05 24 15
- Outbound 20 20 30 15 16 19
- Portfolio investment -8 4 -1 -06 -03 -07
- Inbound -5 0 -6 0.3 00 -04
- Outbound 3 4 5) 02 03 03
- Foreign currency cash * 14 5 6 10 04 04
- Fictitious transactions -2 -1 -1 01 -01 -0.41
- BoP net errors and omissions 3 -5 4 02 -04 02
- Other -18 -28 6 -13 21 04

* Positive value = decrease in the stock of foreign cash

Source: Central Bank of Russia.

Russian currency reserves rose by 55 billion dollars
last year. The largest gains came from exchange rate fluctu-
ations and gold reserves. Increase due to transactions was

23 billion dollars. Under the current monetary policy, the
Central Bank of Russia abstains from intervention in forex
markets and therefore direct interventions did not cause any
changes in currency reserves. The CBR, however, did buy on
behalf of the finance ministry last year roughly 15 billion dol-
lars in foreign currency to soften the effects of oil price vola-
tility on budget revenues and ruble exchange rate. Currency
reserves also increased due to Russian banks’ repayments of
foreign currency liquidity that the CBR provided them earlier.

At the beginning of the year, Russia’s foreign currency and
gold reserves were valued at 433 billion dollars: 77 billion
dollars in gold reserves, 10 billion dollars in SDR and IMF ob-
ligations and the rest 347 billion dollars in other reserves.
Russia’s oil fund savings account for over 50 billion dollars of
the other reserves. Most of Russia’s reserves are held in dol-
lar- or euro-denominated assets. Chinese yuan assets repre-
sent about 0.1 % of currency holdings. Based on common
rules of thumb, Russia’s currency reserves appear quite solid.
They are sufficient to cover about 17 months of imports or five
times its short-term foreign debt.

Concerns over Russia’s regional budget deficits. Re-
gional budgets (consolidated budgets of the regional and local
levels) represent slightly over a third of Russia’s government-
sector spending. Regional budgets are largely responsible for
funding housing, education and culture as well as covering
a big bulk of health care costs. Most of the government sec-
tor’s low-paid employees are on the payrolls of regional or lo-
cal governments. Since 2012, defined government-sector
wage hikes and other spending increases have been a consid-
erable strain on budget balances in some regions in particu-
lar.

Rising regional indebtedness in 2013—15 reflects the fact
that many regions covered their deficits with bank loans. In
2015, debt-servicing costs of regions were reduced by refi-
nancing these bank loans with three-year loans from the fed-
eral budget. Even so, some regions have been overwhelmed
by their debt-servicing costs. In October, several regions, in-
cluding the Republics of Udmurtia, Khakassia and Karelia,
publicly requested help from the finance ministry to cover
their expenses. Some of the federal budget loans maturing
this year will now be turned over with extended maturities
and lower interest rates.

As a whole, regional budgets are almost in balance, but
there are large variations across regions. Many regions have
limited opportunities to lower spending or increase revenues.
About half of regional budget revenues come from corporate
profit taxes and personal income taxes. Transfers from the
federal government to regional budgets on average account
for less than 20 % of total revenues. Transfers, however, fund
about 40 % of regional budgets in the Far East Federal Dis-
trict and about 70 % in regions of the North Caucasus. The
two federal districts each have a number of poor regions that
are completely dependent on budget transfers and budget
loans.
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China’s latest GDP growth figures in line with expec-
tations. China’s National Bureau of Statistics reports GDP
growth last year being 6.9 %; 6.9 % in the first two quarters
of 2017, and 6.8 % in the last two. GDP grew by 11.3 % in
nominal terms to 82.712 trillion yuan (12.2 trillion dollars).
Many economists do not take China’s official GDP growth
figures at face value due to their uncanny consistency and
failure to reflect business cycles, especially when other key in-
dicators exhibit large movements. One of the most striking
aspects is that significant slowdown in fixed asset investment
(FAI) does not seem to have affected the GDP growth rate alt-
hough investment is a major part of the aggregate demand.

Performance indicators for China’s real economy
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Sources: CEIC, Macrobond, BOFIT.

New cases of fudged statistics at provincial and local
levels. A year ago, news of a long-running statistical fraud in
the Liaoning province emerged. It was the tip of the iceberg
apparently. Three weeks ago, officials in the Inner Mongolia
Autonomous Region admitted they had artificially inflated
their 2016 fiscal reporting. When corrected, the figure for in-
dustrial output was 40 % lower and regional tax revenues
down by 26 %. Two weeks ago, the city of Tianjin announced
that it had revised 2016 GDP figures for the Binhai New Area
down by a third. This week, officials from Inner Mongolia’s
industrial city of Baotou, a relatively small city of 2.9 million,
admitted to overstating fiscal revenue figures last year by
about double.

Inner Mongolia accounted for about 3 % of China’s offi-
cially reported economic output in 2016. The Binhai zone’s
contribution was just over 1 %. While the economic impact of
these regions is marginal relative to the Chinese economy
overall, there is a high probability that more statistical frauds
will emerge at the local and provincial levels. Revelations of
statistical fakery also reinforce scepticism about China’s na-
tional GDP figures. The latest revision of the 2016 national
GDP figure was just confirmed and the recent statistical
frauds appear to have no impact on the growth rate.

Inner Mongolia’s regional government, already stung by
the false statistical reporting, this week confirmed that it had
suspended work on Baotou’s subway project, as well other in-
frastructure projects in the regional capital of Hohhot. High
growth targets and lax monetary policy for years sustained gi-
gantic, sometimes unprofitable, investment projects and
added to regional government debt.

Growth rate in Chinese imports outstripped exports
last year; trade surplus shrank. After two years of con-
traction, China’s goods exports measured in US dollars rose
last year by 8 % to roughly 2.265 trillion dollars. Driven by
higher global commodity prices, the value of imports began
to increase in late 2016 and continued throughout 2017. Last
year’s gain was 16 % to 1.84 trillion dollars. The volume of im-
ports increased in the first eleven months of 2017 by an aver-
age of 11 %, while the volume of exports rose by 7 %. For all of
2017, the foreign trade surplus fell to 420 billion dollars,
down by 9o billion dollars from 2016.

The rise in import volumes of key commodities continued.
Highest growth last year was for pulp (up 13 %) and crude oil
imports (10 %). Import volumes increased for coal (up 5 %)
and iron ore (6 %), but with lower growth than in 2016. Cop-
per was the exception; volumes were down by 5 % (copper
prices rose nearly 30 % last year).

The EU last year increased its share of Chinese exports
and imports. The value of exports to EU countries was up
13 % from 2016, and the value of imports from the EU was up
by 21 %. Exports to the US, China’s second-largest trading
partner, were up by 12 %, while US imports rose by 5 %.

The structural evolution of the Chinese economy is well
reflected in its trade figures. Over the past ten years, the ratio
of foreign trade to GDP has fallen by nearly half. In 2017, ex-
ports accounted for 19 % of GDP and imports 15 %. Before the
global financial crisis hit in 2008, exports were at 35 % and
imports at 27 %. Structural reform is also apparent in supply
chains and processing trade, which now accounts for a re-
duced share of total trade. E.g., imports of goods which are
meant to be processed further accounted for 29 % of trade in
2017, down from nearly 50 % a decade ago.

Import volumes of key commodities to China

170 Index 2012 = 100, 3-month moving average

160 —Crude oil Iron ore —Copper —Pulp ~—Coal A-\"V\
150
140 '.IM, £
130 - v
—\,"/\ A

120 b — /
N\ f VAV~

110 A=A -

100 ~72£ N 7 % /’3\ L/ \u’\\/

\ ,&W¢C
\ z X
90 77\’2‘\\/ [ \Y\/
80 V
70 ~\__
60 T N A AR A VA A A A AV \\\\\\\\\\\\\\\\\‘\\\\\\\\\\\\\\\\\\\\\\
2012 2013 2014 2015 2016 2017

Source: Macrobond.

Bank of Finland « Institute for Economies in Transition, BOFIT
P.O. Box 160, FI-00101 Helsinki
Phone: +358 9 183 2268 « Web: www.bofit.fi/len

Editor-in-Chief Jouko Rautavas Email: Jouko.Rautava@bof fi

The information is compiled and edited from a variety of sources.

The Bank of Finland assumes no responsibility for the completeness or accu-
racy of the information, and opinions expressed do not necessarily reflect the
views of the Bank of Finland.



	Russia
	201803Chi.pdf
	China



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /All

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (Coated FOGRA27 \050ISO 12647-2:2004\051)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.6

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType true

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize false

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness false

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages false

  /ColorImageMinResolution 300

  /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 0.15

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

  >>

  /ColorImageDict <<

    /QFactor 0.15

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

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages false

  /GrayImageMinResolution 300

  /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 0.15

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

  >>

  /GrayImageDict <<

    /QFactor 0.15

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

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages false

  /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 ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<

    /ENU ([Based on 'Kirjapaino'] [Based on '[High Quality Print]'] Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /BleedOffset [

        0

        0

        0

        0

      ]

      /ConvertColors /NoConversion

      /DestinationProfileName ()

      /DestinationProfileSelector /NA

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure true

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MarksOffset 8.503940

      /MarksWeight 0.250000

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /NA

      /PageMarksFile /RomanDefault

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /LeaveUntagged

      /UseDocumentBleed false

    >>

    <<

      /AllowImageBreaks true

      /AllowTableBreaks true

      /ExpandPage false

      /HonorBaseURL true

      /HonorRolloverEffect false

      /IgnoreHTMLPageBreaks false

      /IncludeHeaderFooter false

      /MarginOffset [

        0

        0

        0

        0

      ]

      /MetadataAuthor ()

      /MetadataKeywords ()

      /MetadataSubject ()

      /MetadataTitle ()

      /MetricPageSize [

        0

        0

      ]

      /MetricUnit /inch

      /MobileCompatible 0

      /Namespace [

        (Adobe)

        (GoLive)

        (8.0)

      ]

      /OpenZoomToHTMLFontSize false

      /PageOrientation /Portrait

      /RemoveBackground false

      /ShrinkContent true

      /TreatColorsAs /MainMonitorColors

      /UseEmbeddedProfiles false

      /UseHTMLTitleAsMetadata true

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



