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The ongoing crisis in Ukraine will ensure support for President Alexander Lukashenko

remains robust in the run up to the 2015 presidential election. Opinion polls indicate

voters prefer the stability engendered by the regime to the uncertainty following the

ousting of the president, and we believe the government will continue to divide its focus

between closer Russian and EU relations.

The Belarusian economy will receive a boost over the remainder of 2014 and into 2015

as agricultural exports to Russia increase in the wake of the Kremlin’s ban on Western

food imports. Nevertheless, the damage done to the Russian economy by the tit-for-tat

sanctions will feed through into declining investment into Belarus and a fall in export

demand beyond the initial one-year timeframe for the import ban.

Consumer price inflation in Belarus will remain elevated in the quarters ahead as

Russia’s ban on the import of foodstuffs from the EU and other Western states results

in higher export volumes to Russia, but a constriction in domestic supply.

Major Forecast Changes

In light of the close economic and political relationship between Belarus and Russia,

geographic proximity and already entrenched agricultural bilateral trade links, we

believe exports to Russia (Belarus’ largest export market) will increase over 2015. As a

result we have revised up our real GDP growth forecast for 2014 from 0.9% to 1.0%

(still well below the optimistic 2.0% target set by President Alexander Lukashenko), but

we hold to our forecast of 1.5% in 2016.
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