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Russia: RUB strengthens versus basket 
 

The Russian central bank has this morning allowed the rouble to appreciate 0.6% versus the dual-currency 
basket consisting of EUR (45%) and USD (55%). This is a significant move and we expect the appreciation 
trend to continue for the remainder of 2007 and into 2008. We continue to recommend being long in the 
RUB versus the basket. 
 
Today�s action is a move to fight inflation, which has moved above the 8% y/y target in the last two months. 
This week�s m-o-m inflation numbers for July indicate that y-o-y numbers for July (published later this 
month) will be 8.7% y/y. 
 
Looking ahead, inflationary pressures will continue to build for a number of reasons. We have already on 
numerous occasions highlighted that liquidity growth is excessive and probably fuelling inflation. Other than 
that, expect a less positive development in food prices this summer, as the harvest forecasts in Russia and 
the Ukraine continue to be revised down as the impact of the drought becomes clearer. On the fiscal front 
we note that policy is loosening significantly ahead of parliamentary and presidential elections. As well as 
fiscal spending increasing rapidly, private spending is also very strong, fuelling pressure on prices and the 
labour market � real wage growth is close to 20% y/y, which is probably somewhat higher than productivity 
growth in Russia. 
 
In our view, the inflation outlook justifies further strengthening of the rouble. We expect the appreciation 
trend to continue for the remainder of 2007 and into 2008, and we project 2-3% strengthening over the 
next year. Hence a rouble position looks relatively attractive, as seen from a risk-spreading perspective. 
 

 
RUB appreciation in 2007 continues 
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This report has been prepared by Danske Research, which is part of Danske Markets, a division of Danske Bank. Danske Bank is under supervision 
by the Danish Financial Supervisory Authority.    
 
Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high quality research based on research 
objectivity and independence. These procedures are documented in the Danske Bank Research Policy. Employees within the Danske Bank Research 
Departments have been instructed that any request that might impair the objectivity and independence of research shall be referred to Research 
Management and to the Compliance Officer. Danske Bank Research departments are organised independently from and do not report to other 
Danske Bank business areas. Research analysts are remunerated in part based on the over-all profitability of Danske Bank, which includes invest-
ment banking revenues, but do not receive bonuses or other remuneration linked to specific corporate finance or dept capital transactions. 
 
Danske Bank research reports are prepared in accordance with the Danish Society of Investment Professionals� Ethical rules and the Recommen-
dations of the Danish Securities Dealers Association. 
 
Financial models and/or methodology used in this report 
Calculations and presentations in this report are based on standard econometric tools and methodology. Documentation can be obtained from the 
above named authors upon request. 
 
Risk warning 
Major risks connected with recommendations or opinions in this report, including a sensitivity analysis of relevant assumptions, are stated 
throughout the text. 
 
First date of publication 
Please see the front page of this research report. 
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