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Russia’s exit from the recession looks bumpy 

but PMI indicators remain in the growth zone 
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Source: Rosstat, Haver Analytics, World Bank, Markit, East Office 



The recovery is expected to be broad-based 

3 Source: World Bank 



Below-the-target Inflation and record low 

inflation expectations 

4 Source: CBR, ING Research 

• However, it may take a few more 
years before inflation 
expectations are firmly anchored 
and detached from the sort-term 
exchange rate fluctuations 

• Before that, exchange real rates 
may remain high (3-4 %)   



Fiscal policy becomes too hawkish 
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Source: Minfin, 
World Bank 

Federal budget in % of GDP Federal budget expenditures: growth in real  terms 



Banking sector: the most serious long-term macroeconomic 

and structural challenge 
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• Largest banking crisis since the market transition: Economic costs – at least 6% of GDP 

• Deposit holders’ compensations and recapitalization of banks are for the time being 
the major channels of money supply  

• No creditor haircut has mitigated spillover effects to the real sector… 

• …and encourages complacency to longer term hazards of the new normal 

• State banks: oligopoly, high margins, artificially cheap deposits, expensive lending  

• State bank customers: large companies in resource sectors, infrastructure and 
manufacturing – with soft budget constrains with highly restrained credit access for 
the rest of the economy 

• Disadvantages to new growth drivers which lack collaterals: fast growing urban 
services, SMEs, digital companies, developers 

 



7 Source: Development Center of the HSR, CBR 

Potential of transition to China – like banking sector model:  

state owned banks and off-banking p2p fintec 
 
 

Banking crisis ends up in a bad equilibrium 
CBR does not have a viable post-crisis strategy 

 

Share of state owned banks in: 

deposits of firms deposits of individuals 



Public sentiments: 
economic expectations improve, 

 political attitudes remain stable 

8 Source: Levada-Center 

Protest potential: political demands 

Protest potential: economic demands 

quite possible 

quite possible would take part 

would take part 

https://www.levada.ru/2017/09/28/protestnyj-potentsial-6/ekonom-5/
https://www.levada.ru/2017/09/28/protestnyj-potentsial-6/ekonom-5/


 

 

Institutional trust is highly selective 

9 Source: Levada-Center 
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Index of institutional trust (Sept. 2017) 

President 
Army 

Security services 
Church 

Russian charities 
Council of Federation 

Office of Public Prosecutor 
Government 

Media 
State Duma 

Police 
Regional authrities 

Judiciary 
Municipal authorities 

tradeUnions 

https://www.levada.ru/?attachment_id=16860
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Dynamics of institutional power from citizens’ perspective 

 

http://www.levada.ru/?attachment_id=15251
http://www.levada.ru/?attachment_id=15246


Generation Z: 
stand-alone minority cohort 

11 

Web-anchored 
 

70% get the news from the internet  (against 
10% in the elderly cohorts) 

Vastly outnumbered and detached 
from the rest of society  

the smallest age cohort among the Russian 
population 

Depoliticised  only 8% discuss politics with relatives and 
friends, only 45% know about Alexei Navalny 
(against 55% of all population) 

Distanced from the authorities but 
still loyal  

over 50 % approve the Government  and 
State Duma, over 50% will vote for Putin 
(against 1-2% for Alexei Navalny) 

Optimistic All indicators of optimism are 10-15% higher 
than for the rest of the population 



 

 

Propensity and capacity for institutional reforms has 

increased, but remains narrowly focused 
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 Strong but highly selective appetite of the elites for certain types of 
reforms 

 Uncompromisingly top down policy development and 
implementation 

 Very limited deliberations and mainly behind the closed doors 

 General population is indifferent to reform agenda 

 Many of the policy objectives of the current agenda are achievable 
in the specific context of post-election Russia 

 

 



 

 

Four pillars of post-election institutional change: 

strong technocratic bias 
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Reform effort has gained a momentum of its own 
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 Reform process is entrenched at the upper-middle ministerial 
level  

 Less sensitivity the top-level governmental leadership changes 
(PM, his deputies and key ministers) 

 Channels for professional influence on transformational policy 
decisions are robust and effective 

 Change management capabilities have considerably improved 

 Many elements of new reform agenda are rather popular 
among the public and sometimes consensus-based 

 There are only few truly unpopular measures, such as 
retirement age increase 

 



Further improvements in Doing Business:  

35th rank out of 190 
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Source: World Bank 



Very fast progress of digital economy 

16 Source: World Bank 



But the gap with the leaders is still substantial 

17 Source: World Bank 



ICT 

18 Source: World Bank 



Value added per capita in percent to national average 
Target spatial scenario implies: 

19 

TOTAL 
Agricultur
e and 
forestry 

Mining 
Manufactu
rinng 

Transpor
t 

Diversified Social 

Moscow and StPetersburg 206%         206%   

Periphery municipalites (Moscow and StPetersburg 
aglomerations)  

107% 112% - 58% - 113% - 

Municipalities within large agglomerations (>1,5 mln) 101% 104% - 62% 196% 105% 23% 

Municipalities within other agglomerations (0.7-1,5 mln) 85% 84% - 71% 108% 94% 94% 
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Towns and districts in dense areas ( >10 
inh/sq km) 

>100 тыс. чел 90% - 138% 53% - 84% - 

<100 тыс. чел 81% 144% 119% 72% 235% 74% 73% 

Towns and districts in low density areas  
(1-10 inh/sq km, all year connectivity 
with the high density areas) 

>100 тыс. чел 89% - 86% 73% 0% 93% 56% 

<100 тыс. чел 98% 103% 176% 77% 87% 74% 95% 

Townd in dispersed areas ( <1 inh/sq km) >100 тыс. чел 98% - 30% - - 121% - 

TOTAL<100 
тыс. чел 

92% 16% 67% - 59% 76% 53% 

Зеленый цвет - >100%, красный <80% 

migration of 10-15% of population from the zones of spatial inefficiency (6,2 mln) to 9 largest aglomerations which will 
need 186 mln sq m of new housing floor and 10 mln sq m of new commerciasl real estate 



Target spatial scenario: 
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TOTAL 
Agriculture 
and 
forestry 

Mining 
Manufactur
ing 

Transport Diversified Social 

Moscow and StPetersburg 542 -      -      -80 0 622 -      

Periphery municipalites (Moscow and StPetersburg 
aglomerations)  

5 344 210 -      -245 133 5 258 -12 

Municipalities within large agglomerations (>1,5 mln) -241 -      -      -185 -      -      -56 

Municipalities within other agglomerations (0.7-1,5 mln) -607 -      -      -607 -      -      -      
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Towns and districts in dense areas ( >10 
inh/sq km) 

>100 тыс. чел -3 033 -      -      -1 219 -      -1 346 -468 

<100 тыс. чел -138 -      -      -57 -      -      -81 

Towns and districts in low density areas  
(1-10 inh/sq km, all year connectivity 
with the high density areas) 

>100 тыс. чел -1 375 -      -      -396 -      -483 -495 

<100 тыс. чел -109 -      -109 -      -      -      -      

Townd in dispersed areas ( <1 inh/sq km) >100 тыс. чел -380 -8 -231 -      -23 -16 -99 

TOTAL<100 
тыс. чел 

-      202 -341 -2 791 110 4 034 -1 213 

Зеленый цвет - >100%, красный <80% 

Net migration mln 



Target spatial scenario: 

21 

TOTAL 
Agricultur
e and 
forestry 

Mining 
Manufactu
rinng 

Transpor
t 

Diversified Social 

Moscow and StPetersburg 18 675 -      -      -      -      18 675 -      

Periphery municipalites (Moscow and StPetersburg 
aglomerations)  

-      -      -      -      -      -      -      

Municipalities within large agglomerations (>1,5 mln) 168 075 6 327 -      -      3 994 157 753 -      

Municipalities within other agglomerations (0.7-1,5 mln) -      -      -      -      -      -      -      
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Towns and districts in dense areas ( >10 
inh/sq km) 

>100 тыс. чел -      -      -      -      -      -      -      

<100 тыс. чел -      -      -      -      -      -      -      

Towns and districts in low density areas  
(1-10 inh/sq km, all year connectivity 
with the high density areas) 

>100 тыс. чел -      -      -      -      -      -      -      

<100 тыс. чел -      -      -      -      -      -      -      

Townd in dispersed areas ( <1 inh/sq km) >100 тыс. чел -      -      -      -      -      -      -      

TOTAL<100 
тыс. чел 

-      -      -      -      -      -      -      

Зеленый цвет - >100%, красный <80% 

new housing floor mln sq m 



Economic outcomes of the target scenario by 2030 
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Aglomeration scale effects (growth of population size and density) 6 768 

Productivity effects of territorial labor migration 10 010 

Investment multipliers in housing and utilities 2 678 

Conurbation effects 18 516 

Optimal logistics and transit 6 457 

Optimal specialization of rural areas 3 803 

TOTAL 48 232 

Contribution to annual growth rate + 0,8*% 

* При инерционных среднегодовых темпах  2% в год 

Contribution to GDP, bln rub 



MAJOR POLICY TOOLS 
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Favorable business environment in 
aglomerations 

Housing and commercial real estate 
in major agglomerations 

Facilitation to competitive 
economic specializations of 

settlements in low dence areas 
Facilitation of territorial migration 

Cross border trade and 
investment facilitation in 

the Far East 

Transport infrastructure priorities: 
Local road network in agglomerations, 

 Intercity HSR ans freeways  
Transit coridors Europe-China 
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THANK YOU FOR ATTENTION! 

      
 


