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Russian Ruble Hits 10-Week High on
Investor Optimism

The Finance Ministry sold a record volume of government bonds
Wednesday, and the government is reportedly mulling increasing
foreign currency sales.

May 21, 2020

The Russian ruble has seen heightened volatility since the outbreak of the coronavirus pandemic. Peter
Kovalev / TASS

The ruble has hit its strongest level in more than two months, pushed higher by investor
confidence, renewed appetite for risk and a partial recovery in worldwide oil prices.

The ruble was trading at 70.8 against the U.S. dollar Thursday morning — a 12% appreciation
since panic on the financial markets in mid-March sent investors fleeing and the Russian
currency to its lowest level since the 2016 economic crisis.

The ruble is now swapping hands at prices not seen since before Russia walked away from an
oil production pact with Saudi Arabia on March 6 — a move which caused oil prices to crash to



their lowest levels in two decades by mid-April.

Related article: Explainer: What Happened to Qil Prices and What Does it Mean for Russia?

Analysts pointed to global optimism as European countries start to lift quarantine measures,
and investors begin to unwind positions in safer assets they built up earlier in the pandemic.

“At the moment, the Russian market is dominated by extremely optimistic sentiment,” said
Nordea’s Grigory Zhirnov.

Russia’s Finance Ministry sold a record 170 billion rubles ($2.4 billion) of government bonds
at auction Wednesday, with strong demand from both domestic and foreign investors,
according to Maxim Korovin, a strategist at investment group VTB Capital.

Russia is starting to be seen as a “safe haven” among investors, Elina Ribakova, deputy chief
economist at the Institute of International Finance believes, pointing to the government’s
strong financial position.

“The scenario that has played out so far — including the sudden stop in capital flows and the
dramatic drop in oil prices — is much more severe than we could have imagined, but Russia
has fared reasonably well,” she wrote in a report published Wednesday.

Related article: OPEC+ Deal Will Help Russia Avoid ‘Market Chaos,’ But Provides Little
Support to Embattled Economy

“Russian assets have performed well in recent weeks — as the country is perceived as
somewhat of a ‘safe haven’ and investors appear to be returning after the sell-off across the
emerging market universe earlier in the year,” she added.

The ruble also strengthened slightly on reports in the Russian media that the government
could accelerate drawdowns from its national welfare fund (NWF) to fund spending over the
next 18 months, Yuri Popov, an analyst at Sberbank said. The government has been reluctant
to do that so far, but any additional use of the NWF would mean higher sales of Russia’s
foreign currencies and stronger purchases of rubles — thus, it could be an extra fillip for the
currency.

Popov added, however, that despite the reopening of economies, financial assets, including
the ruble, are likely to seesaw in the coming days as more data about damage from quarantine
measures around the world begins to emerge.
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