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· The dependence of the system on the personal power of the president, Vladimir
Putin, is a source of potential instability. It generates uncertainty about what will
happen after the end of his second term, in 2008. The Economist Intelligence Unit
expects him to stand down, as required by the constitution, but the process of
choosing a successor could be fractious.
· The trend towards increasing authoritarianism that has been a distinctive feature of
Mr Putin's rule is likely to persist during the forecast period. Over the longer term
this could be tempered, and ultimately reversed, by growing demands for secure
property rights, accountability and political pluralism from Russia's rising middle
class.
· Russia's relations with the US and the EU have deteriorated in recent years, in the
light of differences on a range of issues and a new-found assertiveness in Russian
foreign policy. Nevertheless, Russia's economic agenda and some shared goals (such
as fighting terrorism and preventing nuclear proliferation) should ensure that
tensions in mutual relations do not spin out of control.
· The trend of increasing statism in economic policy is likely to continue, but limited
liberalising moves in some areas are also expected, encouraged by Russia's entry to
the World Trade Organisation (WTO), which is expected in 2007.
· The fiscal stance is being loosened ahead of the 2007-08 election cycle, and recent
budget revisions expected the surplus to fall by two-thirds, to around 2.6% of GDP.
The government's three-year budget draft assumes that the surplus will be
completed eliminated by 2009-10.
· Capacity constraints, the slow pace of institutional change and the impact of real
rouble appreciation will lead to a decelerating pace of economic expansion. GDP
growth will nevertheless continue to be boosted by high oil prices and is expected to
average around 5% per year in 2007-11.
· Despite restrictions on foreign investment, an improving overall business
environment has led to increased inflows of foreign direct investment (FDI). Although
we expect FDI inflows to remain fairly buoyant, they will stay below potential, and
even by 2011 the stock of inward FDI will still be below 12% of GDP.
· The current account is expected to remain in surplus in 2007-11. Russia should be
able to service its external debt comfortably. However, dependence on volatile
international commodity markets will continue to be a source of risk.
Key indicators
2006
2007
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2009
2010
2011
Real GDP growth (%)
6.7
6.5
5.9
4.8
4.5
4.3
Consumer price inflation (av; %)
9.7
7.6
7.7
7.4
7.1
6.5
Budget balance (% of GDP)
7.4
2.4
0.2
0.0
0.0
0.0
Current-account balance (% of GDP)
9.6
7.6
5.1
3.1
2.3
1.2
Central bank refinancing rate (end-period; %)    11.0
10.5
10.0
9.0
8.0
7.5
Exchange rate Rb:US$ (av)
27.2
26.1
25.9
26.4
27.2
27.8
Exchange rate Rb:Ђ(av)
34.1
35.5
35.8
34.7
34.7
35.0
