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MOSCOW: Russia’s ruble is on a rollercoast-
er. After being the world’s second worst-
performing currency against the dollar last
year, it is among the best in 2015. That will
help keep a leash on inflation, to the relief of
millions of Russians. But it is worrying one
part of the economy - the local industry that
had seen demand grow for its Russian-
made goods when the falling ruble made
imports hugely expensive. Russian sectors,
from building materials to craft beer, took
advantage of the ruble’s drop to undercut
better-known imported rivals and gain a
bigger domestic market share.

Nikita Filippov, co-owner of a St
Petersburg-based craft brewery, says it was
a godsend. “European beers finally hit the
price roof, and bar owners realized that they
can’t raise their menu prices any more as
the beer would become unaffordable,” he
says. “That was a crucial moment when the
bar owners had to reconsider their profit
margins for the first time in many years, and
that was the time when they turned their
faces to local craft breweries.”

The government has championed such
trends, hoping to get something out of the
ruble’s dramatic drop last year. One focus is
the construction materials sector, as the
country prepares to build World Cup ven-
ues. Oil companies were also helped, as
they sell their product for dollars but have
many expenses in rubles, helping to temper
the financial pain from lower crude prices.
Now the currency is on the rise again and
the government - which only months ago
was desperately trying to support the cur-
rency - is intervening in markets to keep it
from strengthening much further.

After plummeting to nearly 80 rubles
against the dollar during panic selling in
December, the ruble has recovered to trade
at 52.6 per dollar on Friday. That’s still over a

third below its level in Jan 2014, meaning
local industry still enjoys some of its com-
petitive advantage over imports. Russian
craft beers on tap, for example, sell for 150
to 200 rubles ($3-4) for a half-liter in
Moscow bars compared with 300 rubles
($6) for the imported German and Belgian
brands, which have so far dominated the
premium segment.

Demand for Russian craft beer is now
twice as high as supply, Filippov estimates.
He says costlier imported hops forced him
to raise prices by 10-15 percent in
December, but that rise is smaller than price
hikes for imported rivals. Stereotypically the
preserve of American hipsters, craft beer
entered Russia through St. Petersburg, the
country’s historic “window on Europe,” but
now some of the most popular brews come
from unexpected places like the industrial
Ural mountains city of Yekaterinburg or
from Tula, better known for making the
Russian army’s rifles.

The ruble’s recent rise has been helped
mainly by a recovery in the price of oil,
Russia’s biggest money-making export,
which has rebounded from lows of below
$50 a barrel to around $60 a barrel. That’s
still only half the figure of a year ago. A
sharp increase in interest rates and deep
budget cuts have also helped stabilize the
currency. On the down side, the economy is
still sliding into recession and the US and
European Union have shown no sign of let-
ting up on the economic sanctions on
Russia.

“If the oil price goes down or if, God for-
bid, there is further escalation in Ukraine or
there is surprising news coming from the
Russian economy, which is suffering, then
the ruble can take a hit,” says Sergei Guriev,
a prominent economist and university rec-
tor who left Russia in 2013 after coming

under pressure from the authorities.
Guriev says the Russian Central Bank has

currency reserves worth $362 billion as of
May 15 that it can use to influence the
ruble’s value. Whereas in December it was
running down those reserves in an attempt
to support the ruble, the central bank is
now intervening in markets to stop the cur-
rency from strengthening too much, Guriev
says. The bank does that by selling rubles
and buying foreign currencies, effectively
building its reserves up again.

Guriev says the central bank is under
pressure from industry to limit the strength
of the ruble. “Imports were going down
because of the weaker ruble. So strengthen-
ing the ruble too much would hurt this
process,” he said. At the same time, he
argues, keeping the ruble at a stable rate is
reassuring for the public after months of
turbulence, and is therefore “a politically
important issue.”

For the wider population, the ruble’s
drop pushed up inflation, which stood at
16.4 percent at last count, so some recovery
in the currency is welcome. Above all, the
country wants to avoid such big swings, as
it makes it difficult for consumers and busi-
nesses to plan ahead. Some economists
predict the ruble will remain between 50
and 55 to the dollar this year.

Stanislav Obraztsov, who runs a
Moscow bar specializing in Russian craft
beer, says that for all the help that a weak-
er ruble has brought to some local indus-
tries, companies cannot focus solely on
currency markets but should look for the
growth areas in the economy. He’s confi-
dent enough that craft beer will gain in
popularity and become as big as in the US
that he’s thinking of opening his own
brewery. “Over the next five years it’s
going to grow very powerfully.” — AP 

MOSCOW: In this photo taken on May 22, 2015, Stanislav Obraztsov takes a break outside his craft beer bar. — AP 

Ruble rebound threatens 
‘Made in Russia’ revival

Currency rises with oil prices

Erdogan calls on
lenders to step up 

Islamic banking
ISTANBUL: Turkish President Tayyip Erdogan said
the launch of Ziraat Bank’s Islamic business should
help to attract new funds to Turkey and urged oth-
er state lenders to help to triple Islamic banking’s
share of the market by 2023. Islamic finance has
developed slowly in Turkey, the world’s eighth
most populous Muslim nation, partly because of
political sensitivities and the secular nature of its
laws. However, the landscape began to change in
2012, when the government issued its first $1.5 bil-
l ion Islamic bond and kick-started regulatory
moves to allow wider use of Islamic finance con-
tracts.

Speaking at yesterday’s launch ceremony for
Ziraat’s new business, Erdogan said he also expects
Ziraat to set up an Islamic insurance operation and
called on other state lenders to introduce Islamic
banking divisions soon. “All three state lenders
should quickly enter Islamic banking,” Erdogan
said. “We should raise the share of Islamic banking
to 15-20 percent by 2023 from the current 5 per-
cent.”

The Islamic unit of Ziraat, the country’s largest
state-run bank, will have capital of $300 million,
Ziraat’s general manager Huseyin Aydin has said.
Turkey’s other two state lenders, Vakifbank and
Halkbank, have also been looking to set up Islamic
banks as part of the government’s efforts to devel-
op the sector and tap a pool of cash-rich investors
in the Gulf and southeast Asia.

Since its debut Islamic bond the government has
issued both dollar and lira-denominated Islamic
bonds and is finalising plans for another deal. There
are currently four Islamic banks operating in
Turkey, holding a combined 5 percent share of
total banking assets - Albaraka Turk, Bank Asya,
Turkiye Finans and Kuveyt Turk, a unit of Kuwait
Finance House.

Bank Asya’s profit and capital base had been
eroded after  i t  became caught up in a  feud
between Erdogan and a U.S.-based cleric whose
followers founded the lender. Regulators took over
the management of the bank in February and the
banking watchdog said in March that Savings
Deposit Insurance Fund had seized preferred
shares in the bank. —Reuters 

ISTANBUL:  Turkey’s  President  Recep Tayyip
Erdogan delivers a speech during the opening cere-
mony of Ziraat Katilim Bankasi, a new public invest-
ment bank, yesterday. — AP 


