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Belarusian President Alexander Lukashenko's position will remain strong in the years

ahead, as the violence of the Ukraine crisis will continue to dampen support for the

opposition, and entry to the Eurasian Economic Union in June ensures a continuation of

Russian economic assistance.

Belarus will run a small budget deficit in 2014 and 2015, as a preelection boost to

expenditure mitigates the positive impact of an increase in refined oil product export

revenue. Over the longer term we highlight the risk posed to government finances by a

sustained increase in public sector wages.

Belarus will remain closely linked to the Russian economy in 2014 and 2015 as a result

of its renewed geopolitical importance and Eurasian Economic Union membership.

Incentives offered by Russia in the wake of the Ukraine crisis will support low growth in

2014 and 2015, but without structural reform of state-owned firms real GDP growth will

fail to hit pre-crisis levels.

Major Forecast Changes

We believe EEU membership, combined with Kremlin concerns about the potential for a

Belarusian pivot Westwards, will ensure the maintenance of favourable trade terms for

Belarus with regard to hydrocarbons. This will support government revenues, which in

turn will sustain subdued but stable real GDP growth, as government current and capital

spending increase. As a result we have revised up our forecasts for real GDP growth in

2014 and 2015, from -0.5% and 0.3% to 0.1% and 0.7% respectively.
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