ERINA REPORT Vol. 80 2008 NOVEMBER

RO AR £ TRVERD B A, THOBATY, H
R RIC L AED b, SR TES
Mo 5s, £h0s7REO LS hAROBG, IHRE

LAt T, WREBEEALET VT S AEIED

FHMEMERITLTWAON, O FRREDI O~

COEEOIERII R I, IRSORIIOWTOBREFEE
e hBOTHE. COBRHIE. XET VT EFOBERICE

FTAHGE 2B R IR A2 TA L, DOREOR
WOHME VS FIREDBLDICLHERTHS S,

N —ZT., COLHRBEI,S, LET VT EE
REFOMENEMRIC L 23R ERBL . 2508
DT A M S A0S A7 ID, BN AGR AT
WAAZEFTFEL T,

On the Publication of
"The Global Financial Crisis and the Northeast Asian Economy" Series

NISHIMURA, Yoshiaki
Director-General, ERINA

The global financial crisis that began with the Lehman
shock of September last year has greatly influenced not
Just the financial sphere but the real economy of the world
as well. The Northeast Asian economy has also not been
immune to that influence. "The Global Financial Crisis and
the Northeast Asian Economy" series attempts to examine,

global financial crisis has on the country as a whole and
its influence on regions, such as the Russian Far Fast and
China's Northeast, may not necessarily be the same. And
furthermore there is also the possibility of secondary mutual
interaction inside the Northeast Asian region.
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Consequently, investigation will become necessary on A S—

for each nation separately, in what way the global financial the following two points: what kind of influence the global 50 « ] \
crisis is influencing the Northeast Asian economy. financial crisis is having on the five countries of Northeast

As is well known, the "Northeast Asian economy” Asia, and what the characteristic features are of the
does not have a homogenous composition. For that reason influence on the parts of Russia and China in this region. 1o
it is inferred that the influence of the global financial crisis This investigation will be of advantage for not only coming
on this region is not uniform. Within it the economic to the timely provision of information relating to the current )
systems are diverse, with, for example, the soctalist DPREK; situation of the Northeast Asian economy, but alse for
China, Russia and Mongolia, which have promoted a further deepening the understanding of the economy of this
transition fo a market economy; and the ROK, which is region. e
atternpting to achieve entering the ranks of the advanced In this series, from such viewpoints, we publish
economies. Farthermore, there are both economies which analysis of the current situation by specialists on the ~20
are strongly dependent cn other countries and those which economies of each country of Northeast Asia, and
are not. In the case of the former, there are both countries additionally, in order to elucidate the regional specificities, a0
where dependence on other countries stops at trade and we are ptanning the adding of analysis based on the oo mom  mom momoomomom om Eom om m m m m
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The Russian Economy amid the Global Financial Crisis

TABATA, Shinichiro
Professor, Slavic Research Center, Hokkaido University

This piece anaiyzes, from the macroeconomic
perspective, the influence on the Russian economy of
the global financial crisis which emerged in September
2008. Since the fourth quarter of 2008, the growth rate of
Russian GDP has dectined significantly. In the first half
of 2009, GDP decreased by 10.4 percent in comparison
with the corresponding period of 2008. In particular, in
some branches of manufacturing industry, such as the
manufacturing of machinery, decreases in producticn
exceeded 30 percent in the first half of 2009,

These production decreases were caused mainly by
the liquidity problems of enterprises, which were, in tarn,
brought about by decreases in the money supply, increases
in the capital outflow abroad, and the increasing preference
of banks and enterprises for foreign currencies. The money
supply, which increased by 30-30 percent annually in the
preceding years, stopped increasing and began to decrease
in the latter half of 2008. This was due to the intervention
of the Central Bank of the Russian Federation in exchange
markets. When the ruble began to depreciate suddenly
in September 2008, the Central Bank defended the ruble
by selling its foreign reserves, causing a decrease in the
money supply. The huge outflow of private capital from
Russia, which erupted in the fourth quarter of 2008,
implied a complete change from the situation in 2006-
2007, when a great amount of foreign capital entered the

Russian economy in the form of bank loans and foreign
investment, increasing the circulation of the ruble. The
Russian government, in the same way as the governments
of other countries, injected considerable amounts of public
money into the banks in order to promote the financing of
the real sector, The banks, however, converted the money
into foreign currencies and assets with the expectation of a
further depreciation of the ruble.

In July 2009, the Ministry for Economic Development
of the Russian Federation revised downwards its economic
forecast for 2009, according to which Russian GDP is to
decrease by 8.5 percent in 2009, This revision seems to
have been made taking into consideration the bad GDP
performance of the first half of 2009, caused by a sharp
decline in inventories, and the continuing shortage of
liguidity. Good news for the Russian economy is that: in
March 2009 oil prices began to increase; the depreciation of
the ruble and the decrease in foreign reserves subsequently
ceased; and in the second quarter of 2009, the net inflow
of private capital became positive, Moreover, the federal
budget for 2009 was revised in April with considerable
increases in cxpenditure. This good news, together with the
possibility of import substitution due to the depreciation of
the ruble, seems 1o suggest that the Russian economy would
fare somewhat better in 2009 than was anticipated in the
forecast of the Ministry for Economic Development.
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