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Quarterly report of 
Russian economy

This report is written by East Office of Finnish 
Industries for Finnish-Russian Chamber of 
Commerce. The report will be published quarterly.

Russian economy in 4Q20: Russian economy seems 
to have outperformed most forecasts in 2020

Real GDP contraction for 2020 estimated at only -3.1 
% (y/y), which is a better outcome than the official 
forecasts and most significant independent forecasts. 
However, this is still the first calculation of real GDP 
for 2020 and the estimate may change as information 
updates for the end of the year. The relatively positive 
outcome for Russia’s economy in 2020 is even more 
surprising given the raging 
pandemic, low commodity 
prices for most of the year 
(espeacially oil prices) and 
the OPEC+ production 
cut agreement with other 
major oil producing 
countries. 
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Russia’s advantages in the crisis are the could be 
attributed to relative low share of services and SMEs 
in the economy, growth in manufacturing (+0.3 % 
y/y in 2020, agriculture (+1.5 % for 2020) for the first 
half of the year and construction sector (+0.1 %). At 
the same time, extractives industry contracted by -7 
% (y/y) mainly due to low commodity prices. 

In the past, Russia’s recovery from economic crisis 
has been driven by high commodity prices, namely 
oil, whereas in 2020 manufacturing sectors were 
maintaining economic activity. Manufacturing 
drivers were in chemicals (+8.8 % (y/y), especially 
pharma (+ 23%), food production (3.1 %), light 
industry (1.1 %) and wood processing (0.5 %). As 
in other economies the services sector took the 
worst during this crisis and contracted by -17 % 

*first calculation of real GDP
Source: Rosstat,  e-forecasts by Consensus Economics



(y/y) in 2020. Retail turnover in turn (-4.1 % y/y ) was 
maintained by food purchases and later a strong 
recovery in non-food products.

Geopolitical tensions 
hampering Rouble’s 
appreciation potential

Despite increases 
in global oil price in 
4Q20 and advancing 
economic recovery, RUB has not strengthened 
accordingly. After the U.S. presidential elections, 
the RUB increased together with the oil price but in 
December news of the Russian cyberattack on U.S. 
institutions pressed on the USD rate. The political 
tensions that first started to press on the Rouble 
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via the protests in Belarus and resulted violent 
crackdown and then later the poisoning, arrest and 
sentencing of opposition leader Alexey Navalnyi 
that has already led to sanctions from the U.S. 
and the EU as well as extradition of EU diplomats. 
In 2020, the EU-Russia relations have dropped to 
a new post-Crimean low that will take its toll on 
economic relations as well.

In practice, the 
geopolitical tensions 
resulted in higher capital 
outflows of USD 48 
billion in 2020 as foreign 
investors sold off their 
Russian assets especially 
in 2H20. Despite high growth from 2019, capital 
outflows were still modest compared to the crises 
of 2008 and 2014. According to estimations by 
Sberbank, the Rouble was in 4Q20 undervalued by 
10-15 % and is estimated to remain so in 2021. RUB 
is now expected to remain close to 90 against EUR 
and most forecasts have been weakened since the 
last quarter.

Inflation accelerating after food prices hike

Inflation accelerated sharply in December due to 
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hikes in crucial food stuffs such as sugar (40 %), 
sunflower (14 %) and potatoes (11 %). In February, 
consumer price inflation stood at 5.7 %, which is the 
highest monthly inflation 
witnessed since July 
2016. A months ago, most 
experts estimated that 
inflation acceleration had 
passed its peak already 
in January, but these 
expectations were now 
proven to be premature.

Also, a record high yield in many major food 
products especially grains last year contributed to 
the price raises. As a result, the government took 
unprecedented actions of imposing price caps on 

Source: Central Bank of Russia



some socially significant food products (sugar, 
sunflower oil, flour) and export bans. 
In January-February, inflation in food products 
accelerated especially in fruits and vegetables and 
in meat and poultry due to high grain prices in 
the previous months. 
Inflation is now expected 
to reach its peak in March 
for 2021 when the global 
food markets cool off.

Higher inflation would 
call for a more constraining interest rate policy, but 
the Central Bank of Russia (CBR) kept its key rate at 
the record low level of 4.25 % since July 2020 until 
March 2021, when it was raised to 4,5%. The CBR 
has refrained from further cuts until now due to a 
weakening RUB that was caused by major capital 
flight from Russia in 2020 after geopolitical tensions 
intensified in the second half of the year. Also, the 
on-going recession still demands an expansionary 
interest rate policy. 

Purchasing power hit by the crisis but 
unemployment decreasing

Sberbank CIB estimates that between 2013-2020 
real wages have decreased by 9.5 % in total, which 
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leaves a significant dent in the consumption 
potential of Russians. Approximately, 400 th. 
Russians are estimated to have fallen into poverty in 
2020 with a total of 19.6 million poor in Russia. 

Already since 2014 the 
decrease in Russians’ 
purchasing power has 
been a concern and in 
2020 the real disposable 
income is roughly at the 
level of 2009. Contraction 
in disposable incomes alleviated in 4Q20 from the 
previous quarters but for the whole year disposable 
income decrease amounted to -3.5% and is, thus, 
-10.6 % lower than in 2013. Interestingly, at the 
same time, household savings have doubled in 
2020, which is a new phenomenon in Russia.

Source: Rosstat

Real disposable income 
is monetary income 

corrected with mandatory 
payments (taxes and fees, 

interest on loans, etc.), 
and adjusted for inflation.



Preliminary information on the state support 
measures has showed that the state crisis subsidies 
for the poorest have been somewhat effective, 
whereas the middleclass purchasing power has 
decreased during the current crisis. As a result, 
income inequality has narrowed from 40.1 to 39.5.

Unemployment has 
alleviated significantly 
towards the end of the 
year but still in December 
2020 remains 28 % 
higher than a year ago. 
Most forecasts expect a strong recovery especially 
in the jobs market as Russia is under significant 
demographic strains as the working age population 
is declining sharply especially in 2021 and large 
part of the important group of immigrant workers 
(namely construction and agriculture) from the 
former Soviet State of Central Asia have not or are 
not allowed to return to Russia. 

Recovery dependent on household spending: 
Household consumption activity strong but 
spending volume will be reached in 2022

Household spending in 2020 decreased by -8.6 
% (y/y), which is the largest contraction within 

Unemployment
5,8 %



GDP demand categories (compared to e.g. fixed 
investments -6.2 % and exports -5.1 %). Retail 
recovery driven by the non-food segment, but 
services demand remains low despite significant 
recovery. Interestingly, spending on non-food 
products has made a swift recovery and in January 
2021 spending in this category has already passed 
the levels from a year ago. 

Household spending has been state supported in 
2020 and its recovery depends on employment 
recovery and state support policies. Services 
recovery could provide a real boost to consumption 
levels that is, in turn, dependent on the virus control 
i.e. vaccination coverage in Russia that is developing 
positively at least in the large cities.

Source: Rosstat



Even though in terms of monetary value, spending 
remains below pre-crisis levels, household 
consumption activity has already recovered to 
normal levels. Activity 
is measured as the 
different types on 
consumed products and 
the relative number of 
active consumers, which 
show that Russians are on 
average back to normal 
levels of consumption 
activity since Autumn 
with the exception of a 
slightly less active New 
Year holiday season.

SberIndex is a measure 
of consumption volume 
and variety. The index 

tracks the relative number 
of consumers who are 
currently active and 

the breadth of demand 
for goods and services. 

Consumer activity on Dec. 
30 is set equal to 100 %, as 
it is the most active day of 

a year.

Source: Rosstat,  Sberbank, Consensus Economics
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