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CBR MEETING REVIEW: LONG MEANS LONGER

At today’s meeting the CBR kept the key rate unchanged at 16%, in line with our and market  Frepared for distribution on
expectations. The decision was based on persistently strong inflation risks. 4/26/2024 7:18:12 PM
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may last longer than initially expected. While we expect a reduction of the key rate in 2H24, +7 (495) 287 61 00 (ext.2 37 46)
its scale will depend on the dynamic of demand. Pavel.Biryukov@gazprombank.ru

The CBR kept the key rate unchanged at 16% for a third straight meeting, in line with the
consensus and our expectation’. While the great majority of board members favored keeping
the rate unchanged, the number of votes in favor of an increase rose slightly, while the number
of those advocating for a cut decreased.

The decision to keep the key rate at a high level stemmed from the predominance of
inflationary risks, namely instability of oil export prices, persistently high inflation expectations,
overheating of the labor market and uncertainty regarding the parameters of the upcoming
budget policy update.

In response to the ongoing "skew" in risks, the CBR has actually been gradually tightening
monetary policy: maintenance of the nominal key rate at unchanged levels since December
amid waning household inflation expectations (-3.2 pps to 11.0%) over the period has led to
growth of the real key rate.

Monetary conditions have not changed much since the March meeting. Rising real rates are
supporting the propensity to save, although growing household income is facilitating further
growth in consumption. While lending activity is unevenly spread across sectors, overall growth
in corporate lending has decelerated relative to 4Q23.

The signal on the future trajectory of monetary policy remained tough: "The return of inflation
to the target and its further stabilization near 4% suggests a longer period of maintaining tight
monetary policy in the economy than previously predicted." This signal can be interpreted as a
refusal to cut the rate at the June meeting and a smaller likelihood of a reduction in July.

A direct consequence of the increasing deviation of the demand trajectory from the CBR's
February forecast was an upward revision of year-end economic growth estimates:

e GDP growth is expected to total 2.5-3.5% (vs. 1-2% in the February forecast).

e The annual average key rate will equal 15-16% (vs. 13.5-15.5% previously). According to our
estimates, this means that at year end the rate might range from 12-16% (vs. 10-15%
previously).

e Inflation will slow by December to 4.3-4.8% from 4.0-4.5% previously, while the
achievement of the CBR's target (4.0%) is expected already at the beginning of 2025.

Overheating of domestic demand is becoming a key factor for the CBR. Rapid growth of
household income and confident consumer sentiment are shaping the observed intransigence
of consumer activity? toward a tightening of monetary policy. However, according to our
estimates®, current data over the past few weeks indicate some stabilization of demand, which
could create favorable conditions for the Central Bank to switch to rate cuts in 2H24.

If the downtrend in demand continues, the key rate may be lowered to 12% by year end.
Otherwise, a year-end rate of 14% would become more likely.

The CBR further clarified its forecast for foreign trade parameters. Expectations for the current
account surplus in 2024 were improved to $50 bin from $42 bin in the February forecast. This
revision assumes higher oil prices* despite risks of their instability as noted by the Central Bank.
This improvement will provide additional support to the local currency and heightens the
likelihood that the ruble will consolidate near USD/RUB 95/dollar by year end.

" For details, see our April 22 "CBR meeting preview: Pas de deux for supply and demand”.

? For details, see our April 18 "CPI Monitor: Higher Demand, Lower Prices".

7 For details, see our April 25 “CPI Monitor: First Signs of Cooling Demand?”.

4 The CBR's oil price forecast only reflects the dynamics for Brent - an increase to $85/bbl from $80,/bbl in the February forecast.
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Chart 1. Demand began to decline in mid-April Chart 2. Production of consumer goods is surging
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Chart 3. Vegetable prices as a temporary disinflation factor Chart 4. Price pressure is declining
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Chart 5. Key rate and inflation forecasts Chart 6. Forecast trajectory of ruble exchange rate
20 79 voy 100 ysp/ruB
18 1 FORECAST
16
95 4
14 A
12
10 90
8 -
i \ 85 -
4
2
0 T T T T T T T T T T T T T T T T T T T T T T T 1 80
aiiﬁiiggggggggggmggggggg JUN23 SEP23 DEC23 MAR24 JUN24  SEP24  DEC 24
z
TL332480 Z2%X é' g 3%2%% § % 3%2%% §: ‘E',.)u 3 NON-COMODITY EXPORTS SCENARIO
Z=S3> z- == z"z= z @ @ @ o GPB FORECAST
CPI s KEY RATE — ACTUAL
Source: CBR, State Statistics Service, Gazprombank estimates Source: Minfin, State Statistics Service, CBR, open sources, Gazprombank estimates



‘ GAZPROMBANK

HQ; 16/1 Nametkina St., Moscow 117420, Russia. Office: 7 Koroviy val St.

Research Department

+7 (495) 983 18 00

EQUITY SALES FIXED INCOME SALES

7 (495) 988 24 10

7 (495) 980 41 82

FIXED INCOME SALES (ZURICH) FIXED INCOME SALES (LUXEMBOURG)*

Timon Sommer: +41 (0) 44 386 86 73

Sanela Hot: +41 (0) 44 386 86 79

Copyright © 2003-2024. Gazprombank (Joint Stock Company). All rights reserved

This document has been prepared by the Research Department of Gazprombank (Joint Stock Company)
(hereinafter referred to as "Gazprombank" or "we"), registered in Moscow, Russia, and licensed by the
Central Bank of the Russian Federation. If this document contains a reference to "you", the reference is to
you or your organization.

This document is not an individual investment recommendation in accordance with Federal Law No. 39-
®3 dated April 22, 1996 "On the Securities Market" (hereinafter - Law No. 39-®3), and the financial
instruments or operations mentioned in it may not correspond to the investment profile and investment
goals (expectations) of the addressee. Determining the compliance of a financial instrument or
transaction with interests, investment goals, investment horizon and the level of acceptable risk of the
addressee is the addressee's task. Gazprombank is not responsible for possible losses in the event of
transactions or investments in financial instruments mentioned in this document, and does not
recommend using this information as the only source of information when making an investment
decision.

This document is not a marketing message, investment advice or personal recommendation as defined
by the Markets in Financial Instruments Directive 2014/65 (hereinafter referred to as MiFID Il).

At the same time, this document is an investment recommendation in accordance with the provisions
of the EU Market Abuse Regulation 2014/596 (hereinafter - MAR) and was prepared in accordance with
MAR and MIFID II, as well as with the policies, procedures and internal rules of Gazprombank in terms of
regulation of conflicts of interest.

This document contains an independent explanation of the matters contained within and must not be
relied upon as investment advice. It does not take into account whether an investment, course of action,
or associated risks are suitable for the recipient. This material is not intended to provide personal
investment advice and it does not take into account the specific investment objectives, financial situation
and the particular needs of any specific person who may receive this report. Recipients should seek
independent professional financial advice regarding the legal, financial, tax and regulatory consequences
of any transaction as well as the suitability and/or appropriateness of making an investment or
implementing any investment strategies discussed in this document and should understand that
statements regarding future prospects may not be realised. Any information and opinions contained in
the report are published for the assistance of recipients, but are not to be relied upon as authoritative or
taken in substitution for the exercise of judgment by any recipient, are subject to change without notice
and not intended to provide the sole basis of any evaluation of the instruments discussed herein.

This investment recommendation is based on information obtained from public sources believed by
Gazprombank (Joint Stock Company) (hereinafter referred to as "Gazprombank" or "we") to be reliable,
but we do not represent it as accurate or complete, and it should not be relied on as such. With the
exception of information directly pertaining to Gazprombank, Gazprombank shall not be liable for the
accuracy or completeness of any information shown herein.

We certify in this investment recommendation that (i) the views expressed in this investment
recommendation accurately reflect our personal views about the subject company or companies and its
or their securities, and (i) no part of the analyst's remuneration was, is or will be, directly or indirectly,
related to the specific recommendations or views expressed in this investment recommendation, and all
opinions should not be regarded as Gazprombank's position. All opinions and estimates are given as of
the date hereof and are subject to change without notice. All opinions herein represent solely analysts'
personal opinion regarding the events and situations described and analyzed in this investment
recommendation and may differ from or be contrary to the opinions expressed by business and
investments divisions of due to using different approach or assumptions in making conclusions by them.

Investment recommendations may contain forecasts, projections and/or price targets that constitute
the current judgment of the author as of the date of the relevant communication.

Gazprombank shall be under no obligation to update, amend this investment recommendation or
otherwise notify anyone of any such changes. The financial instruments mentioned herein may be
unsuitable for certain categories of investors. This investment recommendation is intended for
Professional Clients identified by MiFID II.

This investment recommendation should not be the only basis used when adopting an investment
decision. Investors should make investment decisions at their own discretion, inviting independent legal,
financial, tax or any other consultants, if necessary, for their specific interests and objectives. Investors
should note that financial instruments and other investments denominated in foreign currencies are
subject to exchange rate fluctuations, which may adversely affect the value of the investment or financial
instrument.

Fixed-Income-Sales@gazprombank.lu
Andre Beck: +352 26 29 75 263

* For GPBL clients in the EU, please contact your sales manager at GPBL
should you have any questions

Gazprombank and its associated individuals (excluding any financial analysts or other employees
involved in the preparation of this document) may (in various capacities) hold positions or enter into
transactions, including securities (or related derivatives) identical or similar to those described herein.
Gazprombankand / or its affiliates may also own securities of issuers under its analytical coverage.

Gazprombank and/or its affiliate(s) may make a market and/or provide liquidity in the instruments
within the Investment recommendation.

Gazprombank respects the confidentiality of information it receives about its clients and complies with
all applicable laws with respect to the handling of that information. Gazprombank has enacted effective
internal procedures in respect of informational barriers (including the establishment of “Chinese walls")
which are designed to restrict information flows between different areas of the Gazprombank. For more
information, please, use the link: Attps.//www.gazprombank.ru.

Employees are paid in part based on the profitability of Gazprombank and its affiliates, which includes
investment banking revenues.

To the fullest extent permitted by law, Gazprombank accepts no liability and will not be liable for any
loss, damage or expense arising directly and indirectly(including, but not limited to, special, incidental,
consequential, punitive or exemplary damages or any loss, damage or expense arising from, but not
limited to, any defect, error, imperfection, fault, mistake or inaccuracy contained herein or any associated
services, or due to any unavailability of this communication or any contents or associated services) from
the use of any information contained on this website, including any information which may constitute an
investment recommendation/research.

Any information contained herein or in the appendices hereto shall not be construed as an offer or a
solicitation of an offer to buy or sell or subscribe for any securities or financial instruments or as any
investment advertisement, unless otherwise expressly stated herein or in the appendices hereto. Past
performance is not a guide to future performance. Estimates of future performance are based on
assumptions that may not be realized.

Disclosures of conflicts of interest, if any, can be found in the Disclosures section.

Further information on the securities referred to in this investment recommendation can be obtained
from Gazprombank upon request.

Redistribution or reproduction of this investment recommendation, wholly or in part, is prohibited
without prior written permission from Gazprombank.

The MiFID Il rules on inducements have not been taken into account in this document. Recipients should
consider whether a particular Investment Recommendation/Investment Research qualifies an
inducement under MiFID II. If you are required or otherwise wish to pay for this research, we will enter
into a separate written agreement which shall set out the terms on which research is provided to you,
including the charges payable by you for receiving such material.

For residents of Hong Kong: Research which relates to “securities” (as defined in the Securities and
Futures Ordinance (Cap. 571 of the Laws of Hong Kong)) is issued in Hong Kong by, or on behalf of, GPB
Financial Services Hong Kong Limited (GPBFSHK), which takes responsibility for that content. Information
in this investment research shall not be construed to imply any relationship, advisory or otherwise,
between GPBFSHK and the recipient or user of the investment research unless expressly agreed by
GPBFSHK. GPBFSHK is not acting nor should it be deemed to be acting, as a “fiduciary" or as an
“investment manager" or “investment advisor" to any recipient or user of this information unless
expressly agreed by GPBFSHK. GPBFSHK is regulated by Hong Kong Securities and Futures Commission.
Please contact Mr. Victor Yip (+852 2867 1883) or Mr. Artem Kormilitsyn (+852 2867 1886) at GPBFSHK if
you have any queries on or any matters arising from or in connection with this investment research.

For GPB-Financial Services Ltd: The content of this investment research has been prepared within the
meaning of Markets in Financial Instruments Directive 2014/65/EU (MiFID II). The information contained
herein is provided for information purposes only and it is not a marketing communication, investment
advice or personal recommendation within the meaning of MiFID Il. The information must not be used or
considered as an offer or solicitation of an offer to sell or buy or subscribe for any securities or financial
instruments. GPB-Financial Services Ltd is regulated by the Cyprus Securities and Exchange Commission
under license number 113/10.



