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How Big Is Russia?
Russia is the world’s largest country
Russia’s land mass covers one-eight of the planet’s land mass

Bordering Europe, Asia, the Middle-East & the Arctic (Russia has by far
the largest border with the Arctic)
14 separate countries have a land border with Russia

Russia has nine time zones (reduced from 11 in 2010) stretching from
Kaliningrad to Kamchatka
The five tallest buildings in Europe are in Russia – the tallest is the
Lakhta Center (Gazprom HQ in St Petersburg) at 462.5 meters

Moscow is Europe’s largest city
The city has a population of 12.2 mln
Including the surrounding Moscow Region, the population is 15.5 mln
Rated the world’s second-most congested city for traffic jams
Average temperature range is -15C (Jan/Feb) to +30C (July/August)

Moscow’s Ostankino Tower (540 m) is the tallest structure in Europe
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Natural Resources
Mt Elbrus and Lake Baikal

Huge Natural Diversity
World’s largest forest coverage with 8.1 mln sqm (21% of global total)
Russia and Canada combined control 80% of the Arctic

Four of the world’s ten-longest rivers are in Russia, with the Yenisei the
longest at 5,540 Km (5th longest in the world)
Highest mountain in Europe: Mt. Elbrus at 5,620 meters (Mt. Blanc is
4,810 meters)
Lake Baikal is the world’s oldest lake (25 mln years), the deepest (1,642
meters), has the clearest water, and holds more fresh water than any
other lake (22-23% of the world’s total fresh water supply)
Russia has the world’s 3rd largest area of arable land, with 121.8 mln
hectares (the US has 174.5 mln and India has 160 mln hectares)
In 2018, Russia was the world’s largest exporter of wheat (also in 2017)
Russia is home to the second-largest population of wild tigers (after
India)
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People
Population & Life Expectancy

Population Trend & Expectation
Russian Demographics

Total population of 146.8* million (9th largest in the world)
Millennials have a life expectancy of 71.9 yrs. (77.1 for women and 66.5
for men). An increase on the 1994 average life expectancy of 64.5 years
Most educated population in the World (OECD) – 54% hold a tertiary
degree
Russia does not have capital punishment and has strict gun control

3rd

World’s
largest recipient of migrant workers currently (was the
largest source of emigrants during 1990-10)

3rd

1999

Current*

2030F

147.5
73.8%
26.2%

146.8
74.1%
25.9%

147.3
75.0%
25.0%

Workforce, millions
Retirement age, men, years
Retirement age, women, years

86.3
60
55

85.4
65
60

79.2-86.0
65
63

Life expectancy, men, years
Life expectancy, women, years

55.9
72.4

63.5
75.2

67.5
78.4

Total Reproduction Rate (TPR)

1.2

1.8

1.9

Total Population, millions
Urban based, % of total
Rural based, % of total

Source: Federal Statistics Service, Center for Strategic Initiatives, Macro-Advisory estimates

Language, Culture & Religion

Moscow Cathedral Mosque

Russian is the 7th most used language in the world. English is widely
spoken in the biggest cities.
Ethnic Russians make up 81% of the population. There are 160 separate
ethnic groups in Russia
41% of the population adhere to the Russian Orthodox religion; 6-9% are
Muslim; 25% claim to be spiritual but not religious; 13% are atheists; and
10-15% claim “another religion”
* As at July 1 st 2019
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Where Do People Live?
Eight Federal Administration Regions

Urbanization & Largest Cities

There are 85 regions with different degrees of autonomy. All have
2 members in the Federation Council

74.2% of the total population lives in cities

The 85 regions are further subdivided into:
▪ 22 Republics
▪ 9 Krais
▪ 46 Oblasts
▪ 3 Federal cities
▪ 1 Autonomous Oblast
▪ 4 Autonomous Okrugs

Russia is under-populated with a density of only 8.3 people per sq km
100 mln people live in European Russia, west of the Ural mountains
Russia has 15 cities with a population greater than 1 million and an
additional 12 cities with a population of between 0.5 mln and 1.0 mln
Population Of Russia's Ten Largest Cities
City
Mos cow

2015
12,198

St Peters burg

5,192

Novos i bi rs k

1,567

Yeka teri nburg

1,428

Ni zhny Novgorod

1,268

Ka za n

1,206

Chel ya bi ns k

1,183

Oms k

1,174

Sa ma ra

1,172

Ros tov

1,115

Source: Russian State Statistics Committee
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Governance in Russia
Structure of Government

Schematic of Government

Elections

The Presidential Administration is the center
of governmental authority

The Duma is elected for a five-year term. The
next election is set for September 2021.

The cabinet, headed by the Prime Minister
(currently Dmitry Medvedev), reports to the
President. Laws are drafted by the Cabinet.

The President’s term is for six years.
Vladimir Putin was inaugurated for another
six-year term in May 2018. The Constitution
blocks him from a 3rd consecutive term and
he has confirmed he will not seek to alter
this.

Draft laws are sent to the Lower House of
parliament (Duma) and approved (or rejected
or changed) in three readings and then sent to
the Federation Council (the Upper House).

There is no credible or sizeable opposition in
Russia.

The Upper House must approve a bill and
then send it to the President for signature.

Putin is genuinely popular because, before
him there was poverty, chaos, lawlessness
and no hope. Since he was elected president,
the country has been very stable and while
the economy is now struggling to recover to
above 2.5% annual growth, people’s incomes
and lifestyles improved significantly since
Putin became president.

The Duma is controlled by the United Russia
Party (headed by Dimity Medvedev) and is
loyal to the Administration.
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Government Structure*

Prime Minister and
Deputy PMs

Presidential
Administration and
President's Advisers

Cabinet of Ministers

* as at July 1 st 2019
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Russia’s Leaders
Vladimir Putin
Born October 7th 1952 in Leningrad
1985-1990 served as a KGB case officer in East Germany
1991-1996 held various posts in St. Petersburg Mayor’s office

August 1996 moved to Moscow to work for Yeltsin’s
administration
July 1998-August 1999 was Director of FSB
August 1999 was appointed Prime Minister
December 31st 1999 Yeltsin resigned and Putin assumed the
Presidency. He was formally elected in March 2000

March 2004 is re-elected President for four years
May 2008-2012 served as Prime Minister

March 2012 is elected President for six years
March 2018 is elected President for a fourth term, until May
2024. By then, Putin will have president for a total of 9,040
days

The Great Tsars
Peter I (the Great)

ruled from 1682 – 1725

Catherine II (the Great)

ruled from 1762– 1796

Alexander I

ruled from 1801 – 1825

Nicholas I

ruled from 1825 – 1855

Alexander II

ruled from 1855 – 1881
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Informal Governance & Influence in Russia
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Economy: The Past
Rapid Progress Since 1998

Size of Russia’s GDP, $ billion

Russia did not have a functioning economy in the 1990s and
statistics for the period are very unreliable. Poverty was
widespread and the wealth gap expanded significantly as the
Oligarchs emerged.
The country defaulted on some debt in 1998.
Between 2000 and 2013 the economy grew from US$199 bln to
US$2,200 bln. This was partly because of the increase in oil
export volumes and the rising oil price. In this period, Russia
earned US$3 tln from oil & gas exports.

Ruble devaluation and recession in 2015 & 2016 has lowered
the value in US$ terms since 2013.
But the growth was mostly led by the emerging consumer,
partly due to rising incomes and budget spending against a very
low starting point and also because of the emergence of
consumer credit.
In 2008-09 the economy had a “V” shaped recession as oil
collapsed and then recovered.

Source: World Bank
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Economy: The Present
Sanctions and Lower Oil

Structure of GDP : 2016

The combination of a steep fall in the oil price and economic
sanctions pushed the economy into recession from late 2014
until late 2016.
The economy grew by 2.3% in 2018 to a value of US$1,650 bln.
This was on the back of a budget adjustment process and the
benefits of the weaker ruble plus counter-sanctions.
The recovery in the agriculture and food processing sectors have
been significant.

Foreign investment is also recovering and, in 2018, Russia
attracted the 3rd highest volume of FDI in Europe (FT’s FDI
report).
Headline inflation increased in 2018 but is now falling and was at
was at 4.7%, YoY, at end-June 2019. The Central Bank cut its
benchmark rate to 7.25%, with a promise of more cuts in 2019.
Consumer sectors, the driving force in 2000-2013, have also
started to recover on the back of rising real wages and credit
expansion.

Source: Russia Investment Agency
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Economy: In Graphs
Foreign Trade and Current Account
Russia's Strong Foreign Trade Surplus: Reached $195 bln in 2018

Source: Central Bank of Russia

Current Account Surplus, % of GDP: Reached $115 billion in 2018

Source: Central Bank of Russia

National Debt and Federal Budget
Federal Budget Balance, % of GDP: Back in Surplus after Six years of Deficit

Source: Ministry of Finance

Government Debt to GDP (%) is one of the Lowest in the World

Source: Ministry of Finance
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Economy: The Future
Preparing for a New Growth Model

Medium-Term Macro Forecasts

Russia has a very strong balance sheet today and the
budget surplus is expected to be US$25 bln in 2019.

Russia: Macro Trends & Medium Term Forecasts

The recession + sanctions forced the government to
become more serious about creating a new industrial
strategy for the future. That strategy is based on so-called
“National Projects” programme (see next slide).
The economy has largely adapted to the 2014 sanctions but
the escalation of US sanctions since August 2017 (the
CAATSA legislation) has created new challenges.

Unemployment, % EOP

Current account, % GDP

The government plans to maintain a weak ruble policy for
several years and remains opposed to any form of capital
controls.
In the World Bank’s Ease of Doing Business survey, Russia
has climbed from 124th (2010) to 31th in the latest survey.

2016

2017

2018

2019E

2020E

2021E

GDP, US$ bln

1,347

1,635

1,650

1,686

1,796

1,954

Growth, real % YoY

-0.2%

1.5%

2.3%

1.3%

2.0%

2.5%

5.4%

2.5%

4.3%

4.2%

4.0%

3.6%

-5.9%

-1.7%

0.1%

0.0%

0.6%

0.9%

5.4%

5.0%

4.7%

4.7%

4.7%

4.6%

-3.4%

-1.4%

2.7%

1.6%

1.0%

0.8%

1.9%

2.1%

7.0%

5.3%

4.5%

3.6%

RUB/US$, year-end

61.3

57.7

69.4

66.0

65.0

64.0

RUB/EUR, year-end

64.5

69.7

79.5

75.0

74.0

73.0

Brent, US$ p/bbl, average

$45

$55

$72

$62

$60

$58

Inflation - year-end, % YoY
Real disposable income, % YoY

Budget, balance % of GDP

Source: State Statistics Agency, Central Bank, Macro-Advisory estimates

GDP is expected to grow by between 1.5-2.5 % p.a. for
several years.

www.macro-advisory.com

13

National Projects
Aim

13 Investment Categories

President Putin outlined the government’s very ambitious plan to
boost economic growth over the course of the next six years. The
main aims are contained in the National Projects program.
The key objective is to boost the value of the economy to rank
sixth in the world by 2024. Russia currently ranks 11th (IMF data)
having previously been 8th in 2013. Using World Bank PPP
methodology, Russia ranks 6th.
The full program envisages total spending of US$400 bln with
US$126 bln coming from the federal budget. Some of this assumes
a cut in such areas as defense spending along with planned tax
changes affecting the oil sector.

The rest of the money is planned to come from private investors
and co-investors via, e.g. PPP schemes.
The big change “this time” is the clearer need for urgent progress,
the level of detail and preparation and the assignment of KPIs to
government officials responsible for the program.
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Global Business & Perception Rankings
Business Rankings

Perception

World Bank Ease of Business Ranking: Russia

Corruption Perception Ranking: Russia

Source: World Bank Ease of Business Report 2019

Source: Transparency International

Global Competitiveness Ranking: Russia

Average Temperature (Celcius) Range in Russia

Source: World Economic Forum

Source: World Bank
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Russian Consumer
Aviapark Moscow is Europe’s Largest Mall*

Spending Power in Russia

Opened Nov 2014 with 500 shops over 390,000 square meters

Largest population in Europe. 100 mln live in European Russia.
In 2013 (pre-recession), Russia had the world’s 5th largest consumer
economy and was rapidly catching-up with Germany.
World’s 6th biggest economy based on PPP GDP (World Bank).

Moscow has 64 billionaires, 2nd only to New York (70), and ahead of
London (54).
Moscow has 101,000 millionaires (20th largest by city).

Highest per capita wealth and largest household wealth amongst all
emerging economies (OECD data).
56.5 mln households.
Fastest growing e-commerce market in the world, worth US$25 bln
in 2018 and projected at US$100 bln by 2025.
Mobile penetration = 160%, Internet penetration = 76%.
Moscow is now the 221st cheapest major city in which to live
(Source: Numbeo.com) with a cost index of 45.9 (New York = 100)

Source: WorldAtlas.com …based on square footage
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Russia’s Energy
Hydrocarbons
Gas:

Oil:

LNG, Electricity & Coal
2nd
tln

Russia opened one of the world’s largest LNG
facilities in Yamal in December 2017. Phase 2 is
due to open in 2022

690.5 bln cu/m produced in 2017
(2nd in world after US)
Exports 180 bln cu/m (world no 1)

It will use a fleet of LNG ice-breaker tankers to
ship the gas to Europe and Asia. The world’s
largest nuclear-powered ice-breaker (bottom
right) was launched in 2019 and will go into
service in 2021

32.3 tln cu/m reserves,
largest after Iran (33.5
cu/m)

109.5 bln bbl reserves – 6.5% of
world total
10.98 mbpd average production in
2017 (2nd after US)
7.8 mbpd exports (1st in world and
ahead of Saudi Arabia in
aggregate … Saudi Arabia exports
more crude)
Exports are 5.4 mln crude & 2.6
mln refined products to Europe

Refineries:

5.7 mbpd capacity (3rd largest
after US and China)

LNG

Russia ranks 4th in terms of nuclear power
production (44.3 mln tonnes of oil equivalent).
5th in terms of Hydroelectric production (42.4
mln tonnes oil equivalent).
The world’s 12th largest exporter of electricity.
Coal reserves: 3rd largest in the world (14.1% of
total).
Production is 5% of world total (6th in world).

Exports equivalent to 105.5 mln tonnes of oil or
3rd largest in world.
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Role of Energy in the Economy
Reducing Budget Vulnerability to Oil

Ruble is No Longer a Petro-Currency

The government finally acted to reduce the impact of oil price
volatility on the economy and in the federal budget with the
adoption of the Fiscal (Budget) Rule. This measure sets the
annual budget oil price assumption at US$42/bbl (Urals) and all
revenue earned above that is diverted to the Finance Ministry to
cover any spending deficit and to boost the National Fund.

The Ruble (LHS) is no longer closley correlated with the oil price (RHS)

The Federal Budget needed US$115/bbl oil to balance in 2013. In
2019 is should balance at US$48/bbl and the target is to get it to
balance at US$44/bbl from 2022.
•

35% of tax revenue comes from the oil sector

•

15% of tax revenue comes from the gas sector

•

The aim is to cut this total to 40% by 2024

•

66% of total exports (2018) were from oil and gas

•

29% of total GDP (when expanded to take into account

Source: TradingEconomics

services, etc.) is linked to hydrocarbons
•

This % is reducing as other sectors of the economy, such as
agriculture, grow faster
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Russian Hydrocarbons in Graphs
Russia is the World’s Largest Oil Exporter*

Russia’s Major Gas Customers, 2018*
Major Importers of Russian Gas, Bcm, 2018

More Russian Oil - Despite (because of) Sanctions

Source: US Energy Information Administration

Global Oil Supply, mln bbl/d average, and Market Shares
2008

2015

2016

2017

2018

2019(F)

2020(F)

Total Supply, mln bbl/d

86.0

95.3

96.4

98.0

99.1

100.4

101.5

OPEC - total, mln bbl/d
Saudi Arabia, mln bbl/d

35.0
8.9

31.7
10.1

32.8
10.4

32.0
10.0

31.9
10.3

30.2
9.8

30.0
10.2

U.S., mln bbl/d
Russia, mln bbl/d

7.5
10.0

13.0
11.1

12.5
11.3

13.3
11.3

15.5
11.5

17.2
11.6

18.2
11.8

OPEC - total
Saudi Arabia

40.7%
10.3%

33.2%
10.6%

34.0%
10.8%

32.7%
10.2%

32.2%
10.4%

30.1%
9.8%

29.6%
10.0%

U.S.
Russia

8.7%
11.6%

13.6%
11.6%

13.0%
11.8%

13.6%
11.6%

15.6%
11.6%

17.1%
11.6%

17.9%
11.6%

Supply, % of total

Austria
Belarus
Belgium
Bulgaria
Croatia
Czech
Denmark
Finland
France
Germany
Greece
Hungary
Italy
Netherlands
Poland
Serbia
Slovakia
Turkey
United Kingdom

12.3 Bcm
20 Bcm (est)
1.77 Bcm
3.17 Bcm
2.04 Bcm
6.49 Bcm
1.72 Bcm
2.62 Bcm
12.92 Bcm
58.5 Bcm
3.92 Bcm
7.41 Bcm
22.77 Bcm
7.88 Bcm
9.86 Bcm
2.15 Bcm
5.08 Bcm
23.96 Bcm
14.3 Bcm

Source: Gazprom
* Pipelines to open in 2020 - Power of Siberia 1, to China with capacity of 38 Bcm
- Turkish Stream 1, to Turkey with capacity of 31.5 Bcm (Phase 2 will have 55 Bcm)
- Nord Stream 2 planned capacity is 55 Bcm (when eventually at full capacity)

Source: International Energy Agency, Macro-Advisory estimates

* Source: BP Statistical Review and combining crude with refined product exports
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World’s Biggest* Metals Provider
Industrial Metals Production Ranking
Nickel
Aluminum
Rate Earth metals
Steel
Timber
Coal
Lead
Rubber
Copper

2nd largest producer
2nd
4th
5th
6th
6th
7th
8th
9th

Some of World’s Biggest Mines
Norilsk, in the Arctic Circle, is home to the world’s biggest nickel mine

Precious Metals Production Ranking
Diamonds
Platinum
Palladium
Gold
Silver

1st
2nd
2nd
3rd
5th

The world’s largest diamond mine, and the world’s 2nd largest manmade hole, is located in Mirny in east Siberia.

* Based on aggregate production and exports
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Considerable Problems Still To Be Overcome
Very Poor Perception

Economy

Social & Politics

Headlines routinely accuse Moscow of global
trouble-making while the villain of choice in
most TV dramas and movies is more often
Russian today.

The state sector is far too dominant (60% of
GDP) and is mostly inefficient. The share of
SMEs is far too small (25%). This is a major
restraining factor for growth.

Russia is the world’s 2nd largest exporter of
military equipment and has the 6th biggest
defense budget (SIPRI 2019 report). But it
spends less than 10% of the US defense budget
and only 6% of NATO’s total spending.

Budget spending is inefficient with too much
spent on state subsidies, on the security
agencies and, increasingly, to fund the pensions
deficit.

The impact of the very low birth rate and high
emigration in the 1990s is being felt in a shrinkage
of available workers. Some estimates suggest that
up to 7 million existing workers (10% of
workforce) will be lost, and not replaced, over the
next ten years.

Corruption is still a big issue but actually less
than perception. Companies complain of
administrative corruption and especially
associated with the frequent business
inspections. Today it is rare for a big
international company to be targeted.
There is a fear that the legal system is biased
against foreigners. It is more accurate to say
that the courts are often biased in favour of
the biggest companies, especially the state
sector companies, and powerful local
investors.

Russian individuals and enterprises have
exported an estimated US$1 tln from the
country over the past 25 years. That is 60% of
current GDP. So far, little of this appears to be
returning for investment.
Russia is still identified as an oil “boom-bust”
economy, as it clearly used to be. But the main
driver of growth today is the consumer and
manufacturing/agriculture sectors.
Business confidence has been declining for
several years and will need to improve if the
economy is to sustain targeted growth

www.macro-advisory.com

President Putin has a high level of support
amongst the people. But polls show a declining
tolerance for the poor economic performance and
low confidence for the future. The Kremlin needs
to address this over the coming years or risk
upsetting the stable social-political balance.
There will inevitably be a lot of debate over the
“what happens after Putin” from early in the next
term.
That could prove distracting and
destabilizing.

Contrary to some reports, being gay is not illegal
in Russia, albeit the attitude in some parts of the
country and by some nationalists is very
homophobic.
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Russia’s Timeline
9 th Century

Founding of Kievan Rus, the first major
Slavic state

10 th Century

Rule of Vladimir the Great. Orthodox religion is
established

13 th Century

Conquest of Russia by Mongols

15 th Century
1547-1584

1917

Bolshevik revolutions in March and October.

1917-1924

Vladimir Lenin is head of government. Soviet
Union is established in 1922

Moscow expands control over Russia territory

1924-1953

Joseph Stalin rules the Soviet Union

Ivan IV (aka The Terrible) is first ruler to be
proclaimed Tsar. Establishes centralized control

1941-1945

Great Patriotic War against Germany

1964-1982

Leonid Brezhnev was General Secretary of
Communist Party – a period of stagnation

1985-1991

Mikhail Gorbachev is the last Soviet leader

1991-

Modern Russia established with Boris Yeltsin
elected leader until 1999

1998

Russia defaults on some domestic debt
obligations

2000-

Vladimir Putin assumes Presidency on January 1 st
2000and is elected in March 2000

2012-

Putin elected President for a third term, having
had a break from 2008-2012, as required by law

2014-

Crimea referendum & start of sanctions regime

2019 -

National Projects programme initiated

1613

Start of Romanov rule

1689-1725

Peter the Great. Pursues reforms. Sets up
regular Army & Navy

1762-1796

East

Catherine the Great. Considered a Golden Age
for the Russian Empire

1772-1814

Russia conquers Crimea, Ukraine & Georgia

1812

Defeat of Napoleon's army

1864-1865

Kazakh Steppes & Central Asia annexed

1897

Marxist Social Democratic Party founded

1904-1905

War with Japan

1905

First worker’s revolution led to setting up Duma

1906-1911

P.M. Piotr Stolypin – tough authoritarian &
reformer. Assassinated in Kyiv.
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Who we are
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Contacts

No warranties, promises, and/ or re presentations of any kind, expressed or implied are given as to the nature, s tandard, accuracy, or likewise of the information provided in this mate rial nor to the suitability or othe rwise of the
information to your particular circumstances. Macro-Advisory Limited does not accept any responsibility or liability for the accuracy, content, completeness, legality, or reliability of the content contained in this note.
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