
 

Russia: Returning from recession  

The Russian economy is emerging from a two-year recession. A preliminary 

estimate showed the economy contracting just 0.2% in 2016 and economic 

activity should strengthen this year supported by higher oil prices and stronger 

exports. The economy showed more resilience in 2016 despite low oil prices and the 

continuation of Western sanctions on Russia.  

Last year’s GDP figure benefited from a softer deterioration in domestic demand, prompted by 

a slower contraction in both private consumption and government spending. On the external 

front, exports of goods and services increased 2.3% in 2016, supported by a weak ruble. 

Cambodia: Solid economic growth  

The economy continued to grow at a robust pace last year, benefiting from solid 

domestic demand, which was in turn supported by strong credit growth, and 

expanding exports, especially from the textile sector. 

Economic performance this year should be broadly in line with 2016 robust expansion. GDP 

growth will be supported by solid government and private consumption, bolstered by a robust 

property market. Tighter financing conditions and political instability represent the main 

downside risks to growth. 

India: Lower growth forecast  

The reform, along with a disappointing GDP result, fueled a 0.2 percentage point 

cut in India’s growth forecast. Recently released data related to India’s external 

sector showed that the trade deficit totaled USD 9.8 billion in January. The 

deterioration in trade data came on the back of a strong expansion in imports and a downturn 

in exports growth.  

India’s government held on to its fiscal consolidation goals and at the same time unveiled a 

budget designed to push growth into a higher gear in FY 2017. The new fiscal roadmap also 

includes a number of growth measures, particularly focused on the rural economy and small to 

medium sized businesses.  



Italy: Weak banking sector  

The probable standstill in pro-market reforms and the potential financial 

instability stemming both from Italy’s high public debt and from its distressed 

banking sector represent the main downside risks to the outlook. On 13 January, 

the Canadian rating agency DBRS, the only major agency till recently gave Italy an A rating, 

cut the rating to BBB, due to the country’s financial weakness and subdued growth. This will 

translate into higher borrowing costs for those banks which use Italian debt securities as 

collateral to receive funds from the ECB. 

The final quarter’s result brought full year 2016 GDP growth to 1.0%, the strongest reading in 

six years. Domestic demand contributed positively to growth, while the external sector’s net 

contribution was negative.  

Turkey: Lira depreciation  

The government’s attempt to stimulate the economy through massive spending 

has so far failed to suffice as growth continues to be undermined by heightened 

political turmoil, the deteriorating business environment and the plummeting 

currency. Last month, Fitch Ratings downgraded Turkey’s sovereign bond rating to sub-

investment grade, stripping the country of its last remaining investment grade status.  

The agency cited the unstable political and security environment as the main reasons behind 

the revision. Political turmoil and security concerns will limit growth this year. Over the past 

six months, the Turkish Lira has deprecated by about 20% against the US dollar. 

Venezuela: Economic crisis  

The slump in oil prices has brought Venezuela to the brink of collapse. Dwindling 

oil revenues have exacerbated structural weaknesses in the economy, which have 

blown into an unprecedented social, political and economic crisis. In the absence 

of structural reforms and without a resolution to the political impasse, the country is set for 

another challenging year. Food is scarce. Tens of thousands are going hungry or even starving 

and the average shopper spends 35 hours a month waiting in line.  

Car sales contracted sharply in January and attempts by the government to alleviate volatility 

in the FX market have failed so far. January’s reading represented a softer contraction than the 

88.1% drop recorded in the previous month and marked the 19th consecutive contraction. 
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