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Key Messages 

Country Focus – Russia: favorable global oil prices and macroeconomic resilience propel a speedy 

economic recovery  

Russia has been fairly resilient during the pandemic, as a combination of strong pre-existing macro-financial position 

along with appropriate policy responses have managed to keep the economic contraction at a modest level in 2020 

despite low global oil prices (Brent: 43$/bl in 2020). The current looming headwinds of tenacious spread of delta 

variant and inflationary pressures are expected to be transient due to adequate policy measures. Hence a moderate 

economic rebound is expected in 2021 (GDP growth around +4% y/y) as global oil prices remain favorable (above 

60$/bl) while lesser movement restrictions support a significant uptick in household demand. Beyond this expected 

recovery in 2021, Russia continues to remain below its potential, as it battles persistent structural bottlenecks of 

poor business environment and low return on investments, besides an authoritarian and somewhat unpredictable 

regime inviting international sanctions. Risks related to economic development and political frictions remain far 

larger than payment or currency risks. 

Read more on page 2… 

RiskWatch – Aggregate cyclical dynamics in Emerging Markets after the mechanic rebound: slowing 

down, back to potential growth  

The Covid-19 crisis and the challenges in overcoming its negative impact for economic development is creating huge 

uncertainties on the next cyclical step for Emerging Markets (EM).Using two different quantitative approaches 

(Cyclical Balance and Cyclical HeatMap) allows highlighting that the peak in post-Covid recovery is probably right 

now, with an expected return to potential growth as soon as 2022 for the largest EM, associated with longer-lasting 

inflationary pressures and monetary policy tightening. We also highlight smaller EMs haver stronger difficulties in 

engineering a strong-enough recovery at a time of higher domestic prices, thus leading to substantial increase the 

“political cost” of the pandemic, with likelihood of further / wider political and social tensions.  

View more on page 3… 

As always, readers are most welcome to come back to us for further details or clarifications. 

Completed on September 10, 2021.  
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Country Focus – Russia: favorable global oil prices and macroeconomic resilience 

propel a speedy economic recovery 

Russia has demonstrated remarkable resilience during the historic pandemic. A combination of strong pre-existing macro-financial 

position (high forex reserves, low external debt, and exchange rate flexibility) along with appropriate policy responses have managed 

to keep the economic contraction at a modest level in 2020. This is impressive for an economy with high dependence on oil (60% of 

exports) during the year of record low global oil prices. The current looming headwinds of tenacious spread of delta variant and 

inflationary pressures are expected to be transient due to adequate policy measures. Hence a moderate economic rebound is 

expected in 2021 as global oil prices remain favorable while lesser movement restrictions support a significant uptick in household 

demand. Beyond this expected recovery in 2021, Russia continues to be below its potential, as it battles structural bottlenecks of 

poor business environment and low return on investments, besides an authoritarian regime inviting international sanctions. Risks 

related to economic development and political frictions remain far larger than payment or currency risks.

Better Economic & Financial Risk metrics despite the 

pandemic 

Russia has been one of the few emerging economies to 

weather the pandemic crisis with modest impact whereas 

the economic recovery is currently underway. Our aggregate 

country-risk premium has deteriorated in-between 2019Q4 

and 2020Q4 but has since then completely reverted to pre-

Covid levels, with Economic & Financial Risk rating 

comfortably below the average of most EMs (32.3-B in 

2021Q2). Aiding this has been the appropriate policy 

responses during Covid-19 shock: large depreciation of the 

currency, accommodative monetary policy, sufficient fiscal 

support, and relatively lenient containment measures. 

Propitiously for Russia, its pre-Covid-19 strong macro-

financial resilience (ample forex reserves at USD 398bn in 

early 2020, moderate external debt at 89% of exports, and 

exchange rate flexibility) have helped withstand what could 

have been a severe impact of the pandemic. Thereby, the fall 

in GDP (-3.0% y/y in 2020) was still significantly lesser than 

average recession in commodity-exporting EMs (-4.8%). In 

addition, the relatively lenient sanitary measures in Russia 

(despite 5th highest infections in the world) to deal with the 

pandemic after the strict lockdown measures in the initial 

days has minimized impact on functioning of the economy. 

Sensitivity to Post-Covid Transition – Credit, Growth & Resilience 

from 0 (best) to100 (worst) 

 Russia 
Rank from worst out 

of 100 countries 

Liquidity Index 20 79 
Shock to corporates 40 56 
Shock to Sovereign 39 77 
Gross Credit Risk 34 86 

Credit Sensitivity 22 91 
   

Covid-19 Situation 53 43 
Lockdown Stringency 2 96 
Monetary support 33 85 
Fiscal support 55 57 
International transmission 46 68 

Growth Sensitivity 31 90 
   

Resilience Growth 2020 33 82 
Timeline to recovery 39 89 
FX rate and volatility 56 11 

Resilience 40 54 
   

Overall Index 32 94 

 Source: TAC ECONOMICS 

 

Passing clouds: relentless pandemic and high inflation 

One of the two looming short-term vulnerabilities is the 

worsening pandemic situation: the delta variant recently 

triggered a third wave of infections and disrupted economic 

activity (Manufacturing PMI at 47.5 in July after remaining 

around 50 for past six months). Meanwhile, inflation 

accelerated (+6.5% y/y in July) due to a combination of 

cyclical and supply-side factors. However, these risks should 

be transitory as vaccination rates is improving (28% of pop. 

fully vaccinated as of Sep.9, 2021, 500k doses administered 

every day) and shall help control the pandemic; further 

escalation of prices should be tamed by eroding base effects 

and the Central Bank of Russia’s (CBR) monetary tightening 

(policy rate hiked by 225bps since Mar. 2021 to +6.5%). 

Strong economic recovery in 2021 

A further domestic-demand led recovery can be expected 

end-of 2021 and early 2022 as relatively high oil prices (65-

70$/bl) combine with a competitive currency and a 

progressive easing in stringency of health-related 

restrictions, with progresses in major sectors (mining, 

construction, and wholesale trade). Provided there are no 

further deterioration in pandemic situation and the current 

inflationary risks are well managed, GDP growth is expected 

to be around +4.0% in 2021, but back to 2% in 2022 in parallel 

with lower oil prices and the end of post-pandemic rebound. 

Enduring structural risks  

Partly induced by its authoritarian regime and the 

consequent counter-productive business environment, the 

Russian economy faces lack of business dynamism and poor 

returns on investments, combining with declining population 

to induce an anemic long-term growth potential. In addition, 

the relatively diversified economy is still unable to 

substantially reduce the external and fiscal dependence on 

hydrocarbons. Meanwhile, large risks lay on Russia’s 

persistent confrontational geopolitical stance, which has 

invited repeated economic sanctions (specially from the US). 

In addition, domestic repression of independent voices is 

leading to spurts of public protests and social tensions. 

Unless Russia breaks this vortex of unfavorable factors, the 

economy is unlikely to achieve higher and sustained growth 

levels, though financial and currency risks remain fairly 

contained over the short-term. 
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RiskWatch – Aggregate cyclical dynamics in Emerging Markets after the mechanic 

rebound: slowing down back to potential growth 

The Covid-19 crisis and the challenges in overcoming its negative impact for economic development is creating huge uncertainties 

on the next cyclical step for Emerging Markets (EM).Using two different quantitative approaches (Cyclical Balance and Cyclical 

HeatMap) allows highlighting that the peak in post-Covid recovery is probably right now, with an expected return to potential growth 

as soon as 2022 for the largest EM, associated with longer-lasting inflationary pressures and monetary policy tightening. We also 

highlight smaller EMs haver stronger difficulties in engineering a strong-enough recovery at a time of higher domestic prices, thus 

leading to substantial increase the “political cost” of the pandemic, with likelihood of further / wider political and social tensions.

The succession of massive economic contractions (as seen 

during 2020Q2 and Q3) followed by unheard-off recoveries 

and short-term bounces makes the reading of current and 

next-stage cyclical development much harder to assess. We 

use here two instruments to provide insights in the most 

likely global EM growth scenario over the next 6 quarters. 

The first is our traditional Cyclical Balance, which looks at 

the combination between a de facto stance of monetary 

policies (horizontal axis on the following chart) and the 

momentum of domestic activity (vertical axis). We 

distinguish the 10 Key EM (accounting for about 70% of total 

GDP in all EM) and the other 90 EM that we monitor in our 

tools, using here unweighted averages. 

Cyclical Balance (10 Key EM and 90 other EM) 

 
Source: TAC ECONOMICS 

Looking at the paths since 2020Q1, we derive four useful 

observations: 

• The leading real economic pressure index for the 10 Key 

EM crossed the neutral threshold as soon as 2020Q2 with 

sharp upward moves in Q2, Q3 and Q4, correctly announcing 

the asymmetric V-shape recovery. However, the dynamics 

slowed markedly since 2021Q1, sending a rather clear 

message that the strength of the mechanic rebound is now 

over, though not yet indicating an imminent reversal.  

• This was associated with a significant increase in the 

monetary pressure index, which in fact started before the 

pandemic and was amplified after 2020Q1, crossing the 

neutral threshold in 2020Q2 and moving beyond the right-

hand risk threshold (dotted line on the chart) in 2020Q4, 

correctly anticipating the acceleration in inflationary 

pressures recorded in these 10 Key EM. 

• For the same 10 Key EM, this monetary pressure index 

has started to revert and decline in 2021Q1, reflecting the 

inception of a monetary tightening cycle. With a traditional 

pattern of counterclockwise logic in this Cyclical Balance, it 

suggests further slowdown in domestic demand as the 

trajectory moves towards the area of pressure on interest 

rates. Overall, the 10 Key EM would move rapidly towards 

their medium-term average growth rates, highlighting the 

gap with most mature economies, for which our growth 

projections remain substantially above trend for 2022. 

• The difference between the 10 Key and all other 90 EM 

is meaningful: having been initially less affected, they now 

exhibit a dreadful combination of much slower increase in 

the real economic pressure index (right on the neutral 

threshold in 2021Q1) despite a similar and large rise in 

monetary pressures. This points to difficulties in engineering 

further economic acceleration, while tackling economic, 

social and political consequences of rising prices. Risks of 

political turbulences and unexpected policy reversals have 

therefore significantly increased for most EMs. 

The diagnostic is fully consistent with our HeatMap for 10 

Key EM (see next page), another quantitative instrument 

developed to monitor the overall economic and financial 

developments of the 10 Key EM. The HeatMap is constructed 

by compiling 30 different indicators available monthly for the 

10 Key EM. Variables (horizontal axis, weighted by GDP) are 

sorted out by themes: activity, trade, inflation, monetary and 

exchange rate policies, financial markets, and public 

finances, and are observed over time (vertical axis). 

Deteriorations are in shades of red, improvements in green. 

We find that the recent pattern is very similar to the readings 

post global financial crisis (GFC) from mid-2009 to early 

2010). Similarities are particularly visible for the strong 

recovery in economic activity and trade, as well as rising price 

pressure and positive readings for exchange rates. 

Conversely, we see substantial differences for interest rates 

(tightening much earlier in the current post-Covid episode 

than post GFC) and financial markets (turning sour earlier 

now than in 2009-10). 

Using these similarities / differences and applying a candid 

view that the 2010-2011 unfolding is a good proxy for what 

to expect in end-2021 and 2022 confirms (1) the expected 

slowdown in activity and trade, (2) probably a less persistent 

inflationary pressure if the monetary tightening is efficient 

enough, (3) associated with a better defense of currencies 

and (4) more negative readings for financial markets. 

 



Monthly Comments – EM MacroFinance Research September 2021 

TAC ECONOMICS - www.taceconomics.com 
4 

10 KEY EM - Economic Conditions Heatmap 

Positive (green) / Negative (red) developments 
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Sources: Datastream, TAC ECONOMICS
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Disclaimer 

 

 

 

These assessments are, as always, subject to the disclaimer 

provided below. 

This material is published by TAC ECONOMICS SAS for 

information purposes only and should not be regarded as 

providing any specific advice. Recipients should make their 

own independent evaluation of this information and no 

action should be taken, solely relying on it. This material 

should not be reproduced or disclosed without our consent. 

It is not intended for distribution in any jurisdiction in which 

this would be prohibited. Whilst this information is believed 

to be reliable, it has not been independently verified by 

TAC ECONOMICS and TAC ECONOMICS makes no 

representation or warranty (express or implied) of any kind, 

as regards the accuracy or completeness of this information, 

nor does it accept any responsibility or liability for any loss or 

damage arising in any way from any use made of or reliance 

placed on, this information. Unless otherwise stated, any 

views, forecasts, or estimates are solely those of TAC 

ECONOMICS, as of this date and are subject to change 

without notice. 

 

Your contacts at TAC ECONOMICS 

 

 

 

Technical questions/hotline 

TAC ECONOMICS team is available for any economic, 

financial, technical questions and requests at the following 

e-mail address: hotline@taceconomics.com 

 

Customer relation 

For any question relative to your subscription, please contact 

TAC ECONOMICS team by e-mail at 

taceconomics@taceconomics.com 

 

Tel +33 (0)299 39 31 40 

Web: www.taceconomics.com
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