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Macro data surprised on the downside at the end of 2017,
however, it may yet be revised upward

Key economic indicators turned south in Q4 2017
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We still expect economy to accelerate in 2018 despite negative

surprises of the end of 2017

2017 2018 2019

GDP growth (real) 1,5 1,8 2,2
Export growth (vol) 5,4 3 2,5
Import growth (vol) 17 8 6

Retail sales 1,2 3 2,5
Government consumption growth -0,9 0,6 0,5
Private fixed investment growth 3,6 2 3,5
Credit growth households 13,2 15 16
Credit growth enterprises 3,7 8,1 9,1
Unemployment (annual rate) 51 5 5

Wage growth 3,4 2,5 2

Source: Nordea Bank
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Improving consumer confidence promises a strong start for retail
this year

Consumer confidence indicators climb above pre- Tight correlation between retail sales and real wages
crisis highs comes back
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Leading indicators signal potential for further pick up in
Investment and industrial production

PMI remains above 50 for quite a while
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Business confidence recovering back to pre-crisis

levels
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Key rate to decline further this year supporting recovery

The key rate is heading towards the medium term
target of 6-7%
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Still high inflation expectations limit the pace of
monetary easing

20.0 1 Infl expectations
= Core inflation
17.5 1 %_’\ — Headline inflation
15.0 | <> SerV|c.es |mflat|on
Food inflation
12.5 - ® Non-food inflation
10.0
7.5 -
5.0
2.5 1
0.0 -

14 15 16 17

-20.0
-17.5
-15.0

-12.5

- 0.0

Source: Nordea Markets and Macrobond

Source: Ministry of Finance

11

Nordea



%

Oil price T still an important indicator for growth outlook

GDP growth forecasts for 2015 dropped sharply in
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2014 following oil price dynamics
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2018 growth outlook also mimics oil price dynamics
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Higher resilience to external shocks




Budget policy to remain very conservative aiming at long term

sustainability

Free floating RUB cushions oil price shocks for

the budget
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Russia is among countries that managed to adjust
rapidly to the oil price shock

USD/bbl
To be reduced to 40-45

& USD/bbl by 2019
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Source: IMF
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Government aims to reduce budget dependency on oil and to
restart fuds replenishment

The budget is already less dependent on oil and Minfin started replenishing sovereign funds in
further improvement is planned for 2018-2019 accordance with the new budget rule
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External account are getting more sustainable

External trade became more balanced on a non-oil External debt service is getting easier
basis
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Marketsar e aware of Russiads | mproved
fundamentals

Russian CDS vs the difference between breakeven CDS sensitivity to oil prices assuming breakeven
and actual oil price oil price of 45 USD/bbl
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While rating agencies are lagging behind

GDP growth
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RUB drifting away from being an oil-
driven currency




RUB forecast: short-term blurry,

long-term glory
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RUB is more and more a follower of general EM trends

RUB correlation with oil decreasing in line with other
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While general EM currencies trends represent the most

important factor behind RUB dynamics
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MSCI EM Currency Index likely to give away some of the recent

gains
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Thank you!

Nordea Markets is the name of the Markets departments of Nordea Bank AB (publ), including its head office in Sweden, the branches in Denmark,
Norway, Finland and Nordea Bank JSC (Russia).

The information provided herein is intended for background information only and for the sole use of the intended recipient. The views and other
information provided herein are the current views of Nordea Markets as of the date of this document and are subject to change without notice. This
notice is not an exhaustive description of the described product or the risks related to it, and it should not be relied on as such, nor is it a substitute for
the judgement of the recipient.

The information provided herein is not intended to constitute and does not constitute investment advice nor is the information intended as an offer or
solicitation for the purchase or sale of any financial instrument. The information contained herein has no regard to the specific investment objectives, the
financial situation or particular needs of any particular recipient. Relevant and specific professional advice should always be obtained before making any
investment or credit decision. It is important to note that past performance is not indicative of future results.

Before making any investment or credit decisions in all cases it is recommended to obtain professional advice. This presentation is not such advice. Any
results and indicators of previous years are not guarantees of similar results and performance in future. Transactions in financial instruments may
involve significant loss risks. Nordea Markets is not responsible for any losses.

Nordea Markets is not and does not purport to be an adviser as to legal, taxation, accounting or regulatory matters in any jurisdiction. Relevant
professional advice should always be obtained before making any investment or credit decision.

This document may not be reproduced, distributed or published for any purpose without the prior written consent from Nordea Markets.
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