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On July 15, 2002, we posted to this Site an article entitled “What Red Appreciation of the Ruble?” That
article cited data published by the Central Bank of Russa which showed that the red effective exchange
rate (the real trade-wei ghted exchange rate) of the ruble had only modestly increased 4.9% during the first
hdf (H1) of 2002 compared with H1 of 2001 and a smdler 1.2% compared with H2 of 2001. This
modest risein the rubl€ sred effective exchange rate , we maintained, is not sufficient to explan Russa's
dowing growth, from 5.0% in 2001 to the current estimated 3-4% this year.

On Augus 7, 2002, the Central Bank released updated statistics on five different “Andytica Rouble
Exchange Rate Indicators, which extend through the end of July 2002.”(See
http://mww.cbr.ru/eng/statistics/credit_statistics/print.aspile=ex_rate ind_e.htm). TheBank reportedthat
thered effective exchange rate (the red trade-weighted exchange rate) of the ruble declined 4.3% in July
2002 compared with July 2001. A decline denotes depreciation of the ruble againgt forelgn currencies.

The data are suggedive of a possble hift in direction, from rea appreciation of the ruble to red
depreciation of the ruble. The second quarter (Q2) and H1 of 2002 show real appreciation againgt both
Q1 of 2002 and the end of 2001, and aso against both Q2 of 2001 and H1 of 2001. In contrast, both
June and July 2002 show real depreciation over June and July 2001. The datareved that a dowdown
of red gppreciation began in the firg few months of 2002. Could atrend from rea appreciation to red
depreciation, Sarting in Spring 2002, be sttingin? A few months are insufficient to establish afirm trend.
It' s possible, for example, that the change indirectionis due to seasonal factors or subject to some short-
term changesin foreign trade.

However, if this trend continuesthroughout the remainder of 2002, and if Russiangrowthcontinuestodow,
it would not shock usto learn that internationa and Russan economic advisers and observers blame red
ruble depreciation as the culprit.



