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MNI CBR Preview: July 2022 
  

Details: 

 

Policy decision due July 22nd at 1130BST/0630ET. Key rate decision and medium-term projections due 

  

MNI Point of View  

The Russian central bank are expected to continue their easing cycle this month, further normalising policy 

after 2022’s emergency rate hike in the wake of the Ukrainian invasion. Another easing step this month 

would come alongside softening inflationary pressures, and a further pullback of the strictest elements of 

their capital controls installed to protect the domestic economy against the worst of Western Sanctions. 

A rate cut to 9.00% would put policy just below the 9.50% level seen in early February and would mark a full 

reversal of the 1050bps emergency hike. Price conditions warrant a further easing of rates, with month-on-month 

CPI now solidly negative and the YTD weekly CPI rate rolling over quickly. This is reflecting in expectations surveys, 

which, as of this week, showed inflation expectations dropping to the lowest level since in almost 18 months. The 

pace of deceleration also picked up in July (dropping 160bps to 10.8%), further supporting an easing of policy this 

month. 

Figure 1: All inflation metrics show signs of rolling over 

 

Source: MNI/Bloomberg 

The geopolitical backdrop remains fraught, with continued signs of a deterioration in domestic business sentiment. 

An S&P Global survey undertaken earlier this month showed expectations of Russian businesses had dropped to 

the lowest level in series history stretching back to 2009. Constraints on Russian businesses are expected to tighten 

further going forward, with the seventh package of EU sanctions set to be approved imminently. 

Any rollback in sanctions pressure that could open the Russian economy seems highly unlikely at present, with 

foreign minister Lavrov this week threatening to broaden targets across Ukraine should the flow of sophisticated 

Western weapons into Kyiv continue. It’s clear this sentiment is shared among international businesses, with Boeing 

this week dropping their sales forecast in Russia altogether, a sign that they don’t foresee returning to the territory at 

all over the next 15 years. 
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All these factors point to spiralling domestic demand concerns over the second half of this year, and support a cut at 

not only the July meeting, but possible further cuts at the September, October and December decisions. The pace 

of easing could slow going forward, with the Russian finance ministry clearly concerned over the risk of a 

disinflationary spiral into year-end, but for now – the balance of risks tilts toward looser policy. 

The bank are also due to present their latest medium-term forecasts for the Russian economy, and the data out-

turns since their last forecast round suggest a stronger growth outlook, but a lower inflation and key rate projection. 

CBR Central Bank Watch 

 

 

Analyst Views (Alphabetic Order)  

Barclays: CBR to continue rate cuts, but on a more gradual path 

• Since its last meeting in June, when the CBR returned the key rate to 9.50%, inflation has continued to 

decelerate. As in the previous month, the slowdown was driven by further strengthening of the ruble and 

weakening demand. 

• Unlike the Ministry of Economy, which has some concerns about deflation, the CBR does not see any signs 
of a deflationary spiral and the slowdown of price growth is instead viewed as reflecting prices’ correction 

after a shock in March. 

• Despite monetary policy easing, in May inflows to deposits continued to grow amid increased propensity of 
households to save, while lending rates fell further both in the retail and corporate sectors, although at a 

lower pace. 

• That said, the CBR’s preliminary estimates indicate minor acceleration of retail lending in June. Given these 

developments, we expect the CBR to maintain its dovish stance and deliver a 50bp cut in July and another 

50bp in September, although the size of the cuts might be increased should inflation in the following weeks 
decelerate faster than the CBR’s baseline. 

• Furthermore, the Bank of Russia is due to publish its updated medium-term forecasts, which will likely be 

revised up for the growth (given the dynamics of high-frequency indicators in May-June) and down for 

inflation and the average key rate. 
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Goldman Sachs: To keep rates unchanged at 9.50% 

• We expect policy rates to remain on hold (consensus: +9.00%), after rates were cut by another 300bp at the 
last meeting in early June, reverting the entire 1050bp emergency hike on February 28. 

• Disinflation is being helped by the appreciation of the RUB, which continued to strengthen in June (around 

13.5%) due to a collapse in imports and strong oil prices that now have an outsized impact on the Ruble 

after the suspension of the fiscal rule. 

• We think the Ruble has adjusted to the one-off shock of the change in the macroeconomic framework and 
will trade dependent on cyclical dynamics and react little to policy rate changes. Unless oil prices rise 

further, the disinflationary impact of the Ruble on inflation momentum should fade, or even reverse if 

imports pick up as we expect (initial evidence from third countries points to a pick-up in May after a sharp 

drop in March/April). 

• Structurally, we think that the loosening of fiscal policy vs. a negative supply shock from import restrictions 
implies that it is far from clear if the output gap has risen or fallen. Therefore, we think the CBR will be 

careful how far it cuts without first having a better view on the hit to potential and will pause the cutting cycle 

at the upcoming meeting. 

JP Morgan: Expected to cut 50bps, but risk skewed toward larger move 

• Inflation slowed more than expected in June, with momentum in core inflation running below 4% 

annualized. 

• Exchange rate stabilized at relatively strong level. That said, a fall in commodity prices makes external 
environment less supportive, and we think the CBR will slow the pace of easing. 

Scotiabank: Sees 75bps rate cut in July 

• Russia is expected to cut its key rate again. The resumption of currency strength—albeit a highly 

manipulated one—is perceived to give such room to ease. 

• The 150 bps cut of the Key Rate to 9.50% last month marks a full unwind of the emergency tightening 
implemented at the start of the war. The door has been left open for further cuts as the Ruble has 

strengthened and inflation pressures have come off in recent months. 

TD Securities: Sees above consensus 100bps rate cut 

• Russia is the only CB that will likely cut again, and we expect a larger than-consensus 100bps of easing. 

 


