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Would a Ukraine Peace Deal in Minsk
Save the Russian Economy?
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Official cars are parked before the arrival of delegates outside an airport near Minsk Feb. 11.

U.S. President Barack Obama has claimed the Kremlin's role in the Ukraine crisis brought
the Russian economy to its knees. So, if a peace accord is reached in Minsk on Wednesday will
it reboot the Russian economy?

Hopes are high that a gathering of Russian, French, German and Ukrainian leaders in the
Belarussian capital Wednesday will end bitter fighting in eastern Ukraine.

Western sanctions on Moscow over its role in the Ukraine crisis have have hit Russia's
economic prospects hard, weakened the ruble and depressed stock markets.

The effect of the Ukraine crisis has been compounded by a collapse in oil prices.

But analysts and experts cautioned that there was no magic formula for the Russian economy,
and the failure of a September agreement in Minsk did not bode well for this week's talks.
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"The Russian economy does not have any link to the Minsk negotiations," said Mikhail
Khazin, an economist and the president of consulting firm Neokon.

Tensions over Russia's annexation of the southern Ukrainian region of Crimea last year
and ongoing fears over a new aggressive foreign policy from the Kremlin are also likely
to weigh on the Russian economy — whatever the outcome in Minsk.

But pessimism aside, an agreement in Belarus could mark the beginning of a return to health
for the Russian economy. The Moscow Times picked three areas to watch.

Market Rebound
A decisive agreement is likely to have an immediate impact on stock markets and the ruble.

Russian stock markets have risen, and the currency strengthened in recent days as shuttle
diplomacy between Moscow, Berlin, Kiev and Washington indicated serious diplomatic efforts
were under way to seek a deal on Ukraine.

There is plenty of room for a rally. The ruble lost over 40 percent against the U.S. dollar
in 2014, and the dollar-denominated RTS Index is down 34 percent over the last year.

Even if a deal is agreed to, though, it must be enforced. A landmark deal signed in Minsk last
September was repeatedly violated by both Kiev and the rebels, eventually leading up
to today's fierce fighting.

Any accord in Minsk will have "a weak effect on the market because the market will not
believe deeply [in the deal] until serious steps are taken to fulfill the agreement," said Maxim
Osadchy, the head of the analytical department at Corporate Finance Bank in Moscow.

Sanctions on the Way Out?

The European Union delayed the implementation of new sanctions on a handful of Russian
and Ukrainian separatists — announced last week after a recent escalation in violence —
to give the Minsk negotiations a chance to achieve a compromise on the ground.

The restrictions include asset freezes and visa bans on 19 individuals and nine organizations,
which news agency Reuters reported to be low-level officials and entities, citing diplomatic
sources.

EU diplomats have said that the new measures could be annulled if things go well in Minsk,
Reuters reported last week.

As well as allowing Russia to avoid more sanctions, a deal in Minsk could hasten the removal
of the last three rounds of sanctions imposed on Russia by the EU and United States.

Sanctions have restricted Russian companies from raising money on EU and U.S. capital
markets, and blocked economic collaboration in key sectors including defense and energy.

Finance Minister Anton Siluanov said last month that ""external shocks" — including
sanctions and the falling oil price — had cost Russia about $200 billion.



Economic Lift

If a deal in Minsk leads to a cease-fire on the ground, then the easing of international
tensions could contribute to a general Russian economic recovery.

"It could ease pressure on the Russian economy this year and next," said Oleg Kouzmin, chief
economist at Renaissance Capital in Moscow.

Russia is suffering from rising capital outflows — topping $150 billion in 2014 —

and inflation that in January hit 15 percent, a high not seen since 1999. The economy may
shrink by up to 5 percent this year, with Russia's Central Bank seeing a contraction of at least
3 percent.

But Kouzmin warned that the price of oil, Russia's chief export, was key to the country's
economic health.

"Qil is still more important than Ukraine,' he said.
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