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Accepting an environment of lower economic growth 

Executive summary 

GDP: At the background of a deteriorating external environment – due to both weak 
growth in main trading partners and a gradually appreciating real effective exchange rate 
– the role of net exports as an engine of GDP growth has been exhausted. However, the 
components of domestic demand are still fragile, mainly because of nominal constraints 
associated with the inheritance of the currency crisis in 2011. Hence, we expect a real 
GDP growth rate of 2.5% in 2012, and only 2.1% in 2013. Upside risks to this baseline 
scenario may be caused by attempts of the authorities to stimulate stronger growth, 
which might be realized through more active domestic demand stimulation. In this re-
gard, we see the attraction of additional foreign investments for capital investments fi-
nancing as the only realistic tool for stimulating growth without sacrificing macroeconomic 
stability. 

Monetary environment: The financial sphere still suffers from a lack of clarity, which is 
consequent to high and volatile inflation/devaluation expectations. Despite this, the 
monetary authorities continue to carry out their policy within an “eclectic” regime with-
out a clear nominal anchor. In case of a relatively stable external environment, this poli-
cy mix may ensure more or less acceptable inflation of 22.4% (aop) and an exchange 
rate of USD/BYR 9800 at the end of 2013. However, in case of strong negative shocks, 
the policy mix might not survive, leading to more significant inflation and devaluation. 

Public finances: Fiscal policy is expected to remain tight, as the government will follow 
the budget law passed for 2013. Hence, the consolidated budget will be largely balanced 
in 2013, after a surplus of about 0.7% of GDP in 2012, which will contribute to curbing in-
flation and moderating the trade balance. However, we expect a slight reshaping of the 
structure of consolidated budget expenditures in favor of capital expenditures and wages, 
while the share of subsidies and transfers will suffer a reduction. 

Balance of payments: In 2012, the current account deficit will be around 
USD 2.3 bn, or 3.9% of GDP, and will shrink in comparison to the previous year due to 
much faster growth of exports than imports. Exports expansion was supported by in-
crease in trade in solvents and petroleum products with non-CIS countries. New terms 
of oil and gas supplies from Russia as well as reduction of consumer goods imports 
have contributed to the slowdown of imports growth. In 2013 the deficit of current ac-
count will expand to USD 3.5 bn or 5.3% of GDP. We forecast that FDI inflow will be 
around USD 1.6 bn in 2012 but will increase to USD 2.5 bn in 2013 due to the sale of 
state shares in enterprises. 

Key forecast figures 

 

 

* Since 2010 Social Security Fund is not included. 
**Based on the average annual exchange rate in 2011 (5984 USD/BYR). 
Sources: National Statistical Committee, NBB, Minfin, GET forecast and estimates. 

Forecast calculations were completed in November 2012. Next revision is scheduled for 
April 2013. 
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 2009 2010 2011 2012E 2013F 
Real GDP, % yoy 0.2 7.7 5.3 2.5 2.1 
Consolidated budget balance,  
% of GDP* 

-0.7 -2.6 2.4 0.7 -0.2 

Current account balance,  
% of GDP** 

-12.6 -15.0 -11.2 -3.9 -5.3 

CPI, % yoy (aop) 13.0 7.7 52.3 59.7 22.4 
Gross external debt,  
% of GDP** 

45.1 52.5 74.2 62.3 61.4 
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MACROECONOMY	

Re‐orientation	towards	domestic	demand	

Looking back, the year 2012 could be characterized as a period 
of exploiting a positive external shock that was twofold. First, it 
was still associated with the devaluation of 2011, which guar-
anteed a lower real effective exchange rate (in yoy terms) dur-
ing the first couple of months of the year. Hence, during the 1st 
half of the year, Belarus enjoyed a much better external posi-
tion that a year before. Second, this positive effect exacerbated 
considerably by the impact of new energy schemes, such as 
exports of thinners and solvents, as well as lubricants. Finally, 
in the 1st half of 2012 a considerable positive impact of net ex-
ports to GDP growth was provided. Moreover, the latter be-
came the engine of GDP growth, while the major components 
of domestic demand were fragile, having experienced nominal 
constraints needed for providing macroeconomic stability. 

In the second half of the year, the situation changed. First, 
while the real effective exchange rate was gradually appreciat-
ing against the background of relatively stable nominal ex-
change rate and relatively high inflation, in the second half it 
became more expensive than in 2H 2011. Hence, the price 
competitiveness of the Belarusian exporters deteriorated. Fur-
thermore, the positive impact of specific oil business (thinners, 
solvents, lubricants) disappeared. Thus, net exports lost its 
leading role in the structure of aggregate demand and accord-
ing to our assessments its contribution to GDP growth in the 
2nd half will be negative. However, on an annual basis, net ex-
ports are set to maintain positive contribution to GDP growth, 
which we estimate at 3.2 percentage points. 

Having faced a deteriorating external environment, the gov-
ernment proceeded with the re-orientation of growth on do-
mestic demand components. Herewith, growth stimulation of 
wages and salaries became a prioritised instrument. Hence, 
real wages performed a huge growth in the 2nd and the 3rd 
quarters (15.9 and 30.1% yoy correspondingly), thus pushing 
household consumption. In 2012 on an annual basis, we expect 
18.4% growth of real wages, which is to provide 3.5% growth 
of household consumption and correspondingly its contribution 
to GDP growth is expected at the level of 1.9 percentage 
points. As for gross capital formation, we expect its negative 
contribution of 3.9 percentage points to GDP growth, along 
with negative contribution by 0.6 percentage points by gov-
ernment consumption. As a result, we expect 2.5% yoy GDP 
growth in 2012. 

For 2013, the background for macroeconomic trends is ex-
pected to be pretty similar to the 2nd half of 2012: the external 
environment is deteriorating, given modest growth (or even 
recession) in main trading partners, and appreciating real ef-
fective exchange rate. Furthermore, no new specific energy 
trade schemes are expected to be invoked. Through this we 
expect stagnating exports to Russia, along with reduction in 
exports to other countries (mainly due to liquidation of thin-
ners-solvents schemes), which will be adjusted by decreasing 
imports from Russia. At the same time, recovery and further 
growth of main domestic demand components is expected to 
renew growth of non-Russian imports, adjustment of which 
was an important source of net exports improvements. Hence, 
we expect that in 2013 net exports will perform negative con-
tribution to GDP growth at the level of -4.3 percentage points. 

Given unfavourable external dynamics, Belarus can perform 
growth in 2013 only due to domestic demand. However, a ma-
jor problem for Belarusian economy – low long-term growth 
potential – is still vital and immoderate stimulation of growth  
 

Real GDP growth 

Source: National Statistical Committee, GET estimates 
and forecasts 2012–2013. 
 

 

 

 

 
Household consumption and fixed capital 

accumulation  

 
Source: National Statistical Committee, GET estimates 
and forecasts 2012–2013. 
 

 
 
 
 
 

Contributions to GDP Growth 

 2011 2012E 2013F 
GDP 5.3 2.5 2.1 
Household consumption 2.1 1.9 2.4 
Gross fixed capital for-
mation 

4.7 -3.9 2.4 

Net exports  3.7 3.2 -4.3 
Other components+ 
statistical discrepancy 

-5.2 1.3 1.7 

Note. Contribution to growth – in percentage points of 
GDP. 
Source: 2011 - National Statistical Committee, GET 
estimates and forecasts 2012–2013. 

 
 
 

 
 

0

2

4

6

8

10

12

07 08 09 10 11 12E 13F

% yoy

-15

-5

5

15

25

07 08 09 10 11 12E 13F

Household consumption

Fixed capital accumulation

% yoy



Belarusian Macroeconomic Forecast №2 (5) 
 
 

 
December 2012 3 

through domestic demand may cause new financial turmoil. 
Thus, we expect that the authorities will stimulate domestic 
demand, but in reasonable constraints in order not to provoke 
new financial shocks. Hence, we expect rather modest growth 
of real wages (3.3% yoy), which will transmit to 4.3 growth of 
household consumption and its contribution to GDP growth at 
the level of 2.4 percentage points. Further, capital invest-
ments are expected to renew its growth after the adjustment 
in 2012. However, we forecast that this growth will be rather 
modest (in comparison to the government’s plans), given the 
lack of the sources for financing investments: we expect 
6.4% of growth in capital investments, which will provide 2.4 
percentage points of GDP growth. Finally, we expect a sensi-
tive increase in government consumption in 2013 after its 
drop in 2012, which will result in providing 0.8 percentage 
points of GDP growth. Moreover, we expect a small positive 
contribution of accumulation of inventories. Finally, we expect 
GDP growth in 2013 at the level of 2.1% yoy. 

MONETARY	ENVIRONMENT	

High	degree	of	uncertainty	is	maintained	

High and volatile inflation and devaluation expectations are 
major disturbing factor for the monetary environment for 
2013. In a great extent, it is still the inheritance of the cur-
rency crisis of 2011, but alongside it is also due to the ab-
sence of a new nominal anchor in monetary policy. In this 
environment, economic agents do not have any reliable an-
chor to fix their expectations, which can disturb the money 
and the currency market at any moment. Furthermore, a high 
level of financial dollarization is maintained, which limits the 
field for discretionary monetary policy. 

Against the background of the reluctance of moving towards a 
new regime of monetary policy by the authorities (in direction 
to inflation targeting), as it requires substantial institutional 
changes, we expect that the National Bank will still rely on a 
mix of interest rate policy and limitation of exchange rate vol-
atility in order to suppress a vicious spiral to develop. If this 
policy of the National Bank will be successful (though it 
should be emphasized that these instruments may not be 
enough in case of severe shocks), we expect that the ex-
change rate by the end of 2013 will be USD/BYR 9800, which 
corresponds to an annual average exchange rate of 
USD/BYR 9225. Under these conditions, we expect that annu-
al average inflation will amount to 22.4%, which corresponds 
to roughly 22% inflation at the end of 2013.  

PUBLIC	FINANCES	

Tight	fiscal	policy	will	continue	

The forecast is based on the precondition that the government 
will continue to run tight fiscal policy and follow the budget law 
passed for 2013. We assume that the consolidated budget will 
be almost balanced in 2012 and 2013 (surplus of 0.7% of GDP 
in 2012, and deficit of 0.2% of GDP in 2013), which will con-
tribute to curbing inflation and moderating trade balance. 

Consolidated budget expenditures are expected to reach 30.2% 
in 2012, exceeding the level of 2011 by 1.2% of GDP. This in-
crease is associated with growing expenditures on debt servic-
ing, wages and capital expenditures (by 1.0% of GDP). Public 
sector has step up as a vital source of investment financing in 
2012, as directed lending by banks has been limited. The im-
portance of public investments will remain high in 2013 as well, 
as this line of expenditures will grow further up to 7.2% of GDP 
(by 0.7% of GDP). Debt servicing expenditures will also remain 
high in 2013. Wages especially in public sector are expected to  
 

 

 

Exchange rate and prices 

Source: NBB, GET estimates and forecasts 2012–
2013. 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fiscal indicators, % of GDP 
  2011 2012E 2013F 
Consolidated  
revenues 

31.2 30.8 30.4 

Consolidated 
expenditures 

29.0 30.2 30.6 

Consolidated budget 
balance 

2.3 0.7 -0.2 

Source: Ministry of Finance, GET estimates and fore-
casts 2012–2013. 
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keep on growing in 2013, contributing to slight increase of the 
related expenditures. Besides, we forecast growth of public pro-
curement in 2013, as public consumption may be used by the 
government as an instrument of domestic demand stimulation. 
The sources will be derived from the reduction of public trans-
fers and subsidies. The key instrument of public support to real 
sector will be compensation of the interest payments on privi-
leged loans to banks. Total consolidated budget expenditures 
are forecast at the level of 30.6% of GDP in 2013. 

Consolidated budget revenues are expected to fall in 2012 by 
0.4% of GDP down to 30.8% of GDP due to reduction of non-
tax revenues. Tax revenue will remain stable, as slight decrease 
in taxes on foreign trade is compensated by higher profit tax 
receipts. This increase is explained by the surging after pay-
ments on profit of 2011 in the beginning of 2012, caused by 
high inflation and devaluation. Accordingly, revenue from profit 
tax will fall in 2013. Other tax revenues will remain largely sta-
ble. Reduction is expected only in taxes on foreign trade. This 
will result in further revenues reduction down to 30.4% of GDP. 

BALANCE	OF	PAYMENTS	

Current	account:	Gradual	Deterioration	

In 2012, current account balance is expected to be negative 
at around USD 2.3 bn (3.9% of GDP). In 2013 we forecast 
further expansion of the deficit to USD 3.5 bn, (5.3% of 
GDP). The negative balance of primary and secondary income 
accounts will be the reason behind this trend.  

Merchandise exports growth in 2012 is expected to be faster 
than those of imports due to an increase in exports of energy 
goods. The latter is due to oil products, thinners and solvents, 
and lubricants. Moreover, exports of Belarusians machines and 
equipment (including products of automotive industry), as well 
as food products to Russia, are to perform convincing growth in 
2012. Slowdown in imports has been triggered by a reduction 
of prices (2012 vs 2011) for Russian crude oil (by roughly USD 
20 per ton on annual basis), and natural gas by roughly USD 
100 per tcm. Furthermore, weak domestic demand and some 
structural breaks are expected to cause a fall in imports of con-
sumer goods an annual basis. Hence, we expect that in 2012 
balance of merchandise trade will be positive and account for 
USD 0.6 bn. In 2013, the balance of merchandise trade is 
forecasted to be negative at the level of around USD 0.6 bn 
due to slowdown in exports entailed by fact that Russia 
blocked Belarus’ solvent export scheme. 

In 2012 and 2013, the balance of trade in services will be 
positive at around USD 1.7 bn in both years. The export 
growth will come from increase in oil and gas transit and 
transportation services, while services imports growth will 
expand almost at the same pace and will be supported by 
expansion of transportation and travel services. We expect 
that the balance of trade in goods and services in 2012 will be 
positive and reach USD 2.3 bn (3.9 % GDP). In 2013, it is 
forecasted to be positive as well at the level of USD 1.2 bn. 

We expect that the balance of primary income will be nega-
tive in 2012 and 2013 as a consequence of the increase of 
amount of interest payable under general government (in-
cluding interests payment on the IMF loan) and non-financial 
sector obligations, including payment on the loans of banking 
and nonfinancial sectors, and income payments on FDI. The 
balance of secondary income as well will be negative in 2012 
and 2013 because of the transfer of export duties on Belarus-
ian oil refinery products to the Russian budget. The transfer 
of these duties will significantly exceed the inflow of customs  
 

 

 

 

Merchandise trade 

 
Source: National Statistical Committee, GET estimates 
and forecasts 2012–2013. 
 

 

 
Gross external debt 

 
Source: NBB, GET estimates and forecasts 2012–
2013. 

 

 

Balance of payments 

 
Source: NBB, GET estimates and forecasts 2012–
2013. 
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duties accrued according to the agreement between Russian, 
Belarus and Kazakhstan on distribution of import customs 
duties within the Customs Union. 

Capital	and	financial	account:	repayment	of	debt	under	previ‐
ously	attracted	loans	in	2012‐2013	

We expect that in 2012 net FDI inflow will be only USD 
1.6 bn. The FDI inflow will be attributed to reinvested earn-
ings and acquisition of equity capital in industry, banking and 
service sectors. In 2012 and 2013 the necessity of repayment 
of the debt under previously attracted loans (including IMF 
loan) will influence the balance of the other investment ac-
count, however, it is forecasted to be positive in both years. 

In 2013, we expect that the sale of state-owned enterprise 
shares will result in an increase in FDI inflows in comparison 
to 2012 (up to USD 2.5 bn). We do not forecast the inflow of 
portfolio investments in 2012. However, in 2013 these in-
vestments are to reach USD 0.6 bn, as Belarus plans to float 
Eurobonds. 
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Annex.	Tables	
 
   2009 2010 2011 2012E 2013F 
Table 1. GDP       

Nominal GDP BYR bn 137 442 164 476 274 282 492 683 621 762 
 USD bn** 49.2 55.2 45.9 59.0 67.4 
Real GDP % yoy 0.2 7.7 5.3 2.5 2.1 

Household consumption % yoy 0.1 10.3 3.5 3.5 4.3 
Public consumption % yoy -0.1 0.9 1.0 -3.9 5.4 
Fixed capital accumulation % yoy 5.0 15.1 11.1 -9.3 6.5 
Exports % yoy -11.3 2.8 29.5 14.3 -8.0 
Imports % yoy -11.7 8.2 16.8 7.7 -1.3 

 
Table 2. Fiscal Indicators*       

Consolidated budget revenues 
BYR bn 62 808 48 754 85 608 151 880 188 776 
% of GDP 45.7 29.6 31.2 30.8 30.4 

EPT revenues 
BYR bn 4 608 5 580 8 689 17 626 21 074 
% of GDP 3.4 3.4 3.2 3.6 3.4 

VAT revenues 
BYR bn 12 083 16 226 26 499 47 598 60 069 
% of GDP 8.8 9.9 9.7 9.7 9.7 

PIT revenues 
BYR bn 4 305 5 381 9 316 17 614 22 277 
% of GDP 3.1 3.3 3.4 3.6 3.6 

Consolidated budget expenditures 
BYR bn 63 766 52 980 79 428 148 620 190 000 
% of GDP 46.4 32.2 29.0 30.2 30.6 

Current expenditures % of GDP 34.6 24.0 23.3 23.7 23.4 
Capital expenditures % of GDP 8.1 8.3 5.5 6.5 7.2 

Consolidated budget balance % of GDP -0.7 -2.6 2.3 0.7 -0.2 
       
Table 3. Balance of Payments and External Debt 

Current account balance USD bn -6.2 -8.3 -5.2 -2.3 -3.5 
 % of GDP** -12.6 -15.0 -11.3 -3.9 -5.3 

Export of goods USD bn 21.4 25.4 41.5 46.0 44.8 
Import of goods USD bn 28.3 34.5 45.1 45.4 45.3 
Balance of services USD bn 1.4 1.7 2.2 1.7 1.7 

Capital and financial account balance USD bn 8.3 6.9 7.0 3.4 6.5 
Foreign direct investments (FDI) USD bn 1.8 1.4 3.9 1.4 2.5 
Portfolio investments USD bn 0.0 1.2 0.9 0.0 0.6 
Gross external debt % of GDP** 45.1 52.2 74.2 62.3 61.4 

       
Table 4. Money, Inflation and Exchange Rate      

Base money %, yoy eop -11.5 49.5 84.1 55.6 26.6 
CPI %, yoy aop 13.0 7.7 53.2 59.7 22.4 
Exchange rate, USD/BYR eop 2 859 3 000 8 350.0 8 650 9 800.0 
*- Since 2010 Social Security Fund is not included into consolidated budget. 
** - For 2011 this indicator is calculated based on the market exchange rate (for 2011 on average – 5984 USD/BYR).  
Sources: National Statistical Committee, Ministry of Finance, NBB, GET forecast 2012–2013. 
 
Notes: 
aop average of period NBB National Bank of Belarus 
avg average p.a. per annum 
bn billion PIT personal income tax 
eop end of period VAT value added tax 
EPT enterprise profit tax yoy year-on-year 
m million ytd year-to-date 

	

Annex.	Assumptions	of	the	forecast	

 World prices for crude oil (oil basket) will be USD 102 per barrel on average in 2013. 

 Belarus will get 21.0 m t of crude oil from Russia in 2013 on a duty-free basis. 

 The prices of imported gas from Russia will be USD 168 per tcm (yearly average) in 2013. 

 In 2013 the government will receive 2.0 bn of privatisation revenues and USD 1.1 bn of new foreign bor-
rowings associated with different sources. 
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About the German Economic Team Belarus (GET Belarus) 

The main purpose of GET Belarus is to conduct a dialogue on economic policy issues with the government, civil 
society, and international organizations. Experts of German Economic Team have experience in policy advice in 
several transition economies, including Ukraine, Russia, and Moldova. In Belarus the IPM Research Center and 
the German Economic Team provide information and analytical support to the Council of Ministers, the National 
Bank, the Ministry of Foreign Affairs, the Ministry of Economy and other institutions involved in the process of 
formation and implementation of economic policy. 
 

 

About the IPM Research Center 

The IPM Research Center was established in 1999 within the mutual project of the Institute for Privatization and 
Management (Minsk, Belarus) and CASE - Center for Social and Economic Research Foundation (Warsaw, Po-
land). It is a member of the CASE research network, William Davidson Institute NGO Alliance, and Economic 
Policy Institutes Network (project of the UNDP's Regional Bureau for Europe and the CIS). The IPM Research 
Center actively cooperates with the German Economic Team Belarus (GET Belarus). Within this cooperation the 
IPM Research Center provides independent policy advice on economic issues to the different official agencies, 
namely to the Council of Ministers, National Bank, Ministry of Economy, Ministry of Finance and other organiza-
tions involved in the process of formation and implementation of economic policy.  

The Mission of the IPM Research Center is to enhance national competitiveness through elaboration of the re-
search-based economic policy recommendation and the promotion of professional dialogue on the urgent issues 
related to economic performance. 
 

 

Activities 
 Regular analysis of the economy of Belarus; 

 Monitoring of main sectors of the economy; 

 Promotion of professional dialogue between Belarusian and German experts on important issues for the 
economic development of Belarus. 

 

 

Analytical materials 
Current research products and publications of the project are available via the Internet:  

http://research.by/get   and  www.get-belarus.de  

Belarusian Monthly Economic Review (BMER) 
A monthly bulletin has been published since October 2002. It provides readers with recent news on politics and 
economics, covering such sectors of the economy as the real sector, structural trends, the external sector, pub-
lic finance, monetary policy and the banking sector. 

Policy Papers 
Analytical materials on specific economic issues providing policy recommendations for the government and oth-
er organisations involved in the process of formulating and implementing economic policy. 

Belarus Infrastructure Monitoring 
Monitoring of the current situation and the perspectives for the development of the energy, telecommunications 
and transport sectors in Belarus. The following sectors are monitored in detail: electricity, gas, communication 
and communication services, railways and roads. 
 


