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· Feb 2:Despite widening the trading band against its target basket of dollars and euros at 41,The ruble slid by 1.7% to 36.3550 per dollar its weakest level against the dollar in 11 years as investors speculated Russia will be forced to give up its currency defense after draining reserves. The CBR raised its key interest rates by 1% to reduce speculative pressure on the ruble, though the interest rate hike may just limit the real economy without stopping pressure on the rouble (Uralsib)

· At current oil prices, Russia's currency is likely to come under more pressure, especially given that it may face twin deficits in 2009 and a severe growth contraction. 

· Jan 19: Russia’s rouble fell to 33.1710 per dollar, the lowest since early 1998 after the central bank accelerated its devaluation of the currency in an effort to stem the drain on foreign-exchange reserves The ruble has lost 7.7% since official trading resumed this year, extending the decline to 29% since August 2008. (Bloomberg) and likely has at least 15% farther to fall. The fx needs of Russian corporations (who must refinance extensive external debt) will put farther pressure on the rouble in Q109. 

· Russia began  allowing faster depreciation of the rouble in November, allowing 1% devaluations at a time against the dollar euro basket following the fall in commodity prices. The swift depletion of Russia's reserves made  this gradual devaluation unsustainable - An increase in depreciation expectations  contributed to outflows from bank deposits and policy changes including changes in FX swap patterns, boosting  domestic liquidity shortages 

· The end-month tax payment period, which has drained all rouble liquidity from the market pushed up demand for the RUB along with the interbank market rate. the CBR also removed swap restrictions to boost liquidity(ING) 

· The REER has appreciated by some 40% over the past four years and remains very high. Capital controls are possible (BNP) 

· Moscow prefers to undertake a managed decline to reduce the risk of a run on banks and in the hope that the oil price will recover and so raise the equilibrium rate (EIU) 

· Attempts to stop investors from hedging their rouble exposure might further raise Russian risk premia (Danske) 

· KIT: Limiting currency swap transactions helped investors keep and increase currency positions, increasing demand for dollars
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