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Morgan Stanley Reduces Russia's
Growth Forecast
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Elvira Nabiullina

Morgan Stanley joined the ranks of those predicting a sluggish period for the Russian
economy Monday as it cut its 2013 growth forecast to below 3 percent.

The New York-based investment bank lowered its expectations for this year's growth to 2.9
percent, down from the 3.1 percent it predicted four months ago. It reduced its 2014 forecast
from 3.7 percent to 3.4 percent.

Economic torpor is making the government's growth targets seem unrealistic, said Jacob Nell,
chief Russia economist for Morgan Stanley.

"Economists don't believe in miracles,'" Nell told reporters. '"The 5 to 6 percent target that
the government has set requires some sort of policy change or autonomous action that I can't
see at the moment."
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Russia's economy slowed from 4.3 percent growth in 2011 to 3.4 percent last year.

Falling growth predictions make Russia stand out from its peers. While Russia was
downgraded, Morgan Stanley has not altered its forecasts for 2013 emerging market growth
of 5.4 percent.

More positive macroeconomic news could instead be found in inflation, which is likely
to moderate through 2013, according to Morgan Stanley.

"Inflation good, growth bad," Nell said.

Alower level of inflation would be driven by slowing monetary growth, a new 6 percent cap
on utility price increases and more stable food prices, according to Morgan Stanley.

Last week it was announced that Elvira Nabiullina, a current adviser to President Vladimir
Putin, would be the next head of the Central Bank, an organization that has been under
pressure to risk rising inflation by a cut in interest rates designed to stimulate economic
growth.

But a rate cut is unlikely until September or October, after the harvest has been gathered,
according to Morgan Stanley.

""Nabiullina will want to be conservative, given some of the risks from her background
of being perceived as dovish," Nell said. "She'll only feel comfortable easing rates once
inflation has fallen clearly back into the 5 to 6 percent target range."
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