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Introduction
Russia has an upper-middle income mixed economy with state ownership in strategic areas of the economy. Market reforms in the 1990s privatized much of Russian
industry and agriculture, with notable exceptions to this privatization occurring in the
energy and defence-related sectors.
Russia’s vast geography is an important determinant of its economic activity, with
some sources estimating that Russia contains over 30 percent of the world’s natural
resources. The World Bank estimates the total value of Russia’s natural resources at
$75 trillion USD. Russia relies on energy revenues to drive most of its growth. Russia
has an abundance of oil, natural gas and precious metals, which make up a major
share of Russia’s exports.
The Russian economy returned to growth in the final quarter of 2016 and recent data
suggests that the recovery has broadened in the first half of 2017. Industrial production expanded in March and the unemployment rate edged down for a second consecutive month. Moreover, consumer sentiment improved in Q1, although it remains
at low levels. However, dynamics are likely to be largely influenced by oil prices, which
could be volatile and prices fell in March and April. On the political front, German
Chancellor Angela Merkel conducted a rare visit to Russia at the beginning of May.
Ties between the two countries have worsened in recent years since the annexation
of Crimea and related economic sanctions. The European Union’s sanctions on Russia will expire at the end of July, but are largely expected to be renewed.
The devaluation of the Russian rubble in 1998—after the financial crisis known as the
ruble crisis—together with the uninterrupted upward trend that oil prices experienced
in the period from 1999 to 2008 propelled the Russian economy—heavily reliant on its
energy sector exports—to grow at an annual average rate of 7%. Russia was among
the hardest hit economies by the 2008-2009 global economic crisis: the economy plunged 7.8% in 2009 as oil prices plummeted and foreign credit dried up. The
economic contraction was the sharpest since 1994, but no long-term damage was

caused due to the government and Central Bank’s proactive and timely response to
ring fence key sectors of the economy, in particular the banking sector, from the effects of the crisis. As a result, Russia’s economy began to grow again and increased
4.5%, 4.3% and 3.4% in 2010, 2011 and 2012, respectively, before slowing to 1.3% in
2013 and 0.6% in 2014.
The Russian economy experienced two major shocks in 2014, narrowly avoiding
recession with moderate growth of 0.6%. The first shock was the sharp decline in oil
prices during the third and fourth quarter of 2014, exposing Russia’s extreme dependence on global commodity cycles. After fluctuating within a tight band near USD
105 per barrel from 2011-2013, crude oil prices ended 2014 at less than USD 60 per
barrel. The second shock was the economic sanctions resulting from geopolitical
tensions, which negatively affected investor appetite for Russian investments. Capital flights and high inflation compound Russia’s economic woes as the economy
registered the steepest contraction since 2009 contracting 3.7% in the full year 2015.
Forecasts are pointing to an end to the recession coming soon in 2017.

Economic View
GDP Annual Growth:
The gross domestic product (GDP) measures of national income and output for a
given country’s economy. The gross domestic product (GDP) is equal to the total expenditures for all final goods and services produced within the country in a stipulated
period of time.
The Gross Domestic Product (GDP) in Russia was worth 1331.20 billion USD in 2015.
The GDP value of Russia represents 2.15 percent of the world economy. GDP in Russia averaged 877.38 USD Billion from 1989 until 2015, reaching an all-time high of
2231.80 USD Billion in 2013 and a record low of 195.90 USD Billion in 1999.
GDP Growth Rate in Russia grew to -0.57 percent from -1.31 percent and GDP went
down to 1331.20 USD Billion from 2052.80 USD Billion in 2014.GDP Growth Rate in
Russia all-time average stands at 0.77 percent and its projection for Q3 2015 is -0.57.
GDP averaged 877.38 USD Billion since 1989 and is projected to be 1865.35 in 2015.

GDP Annual Growth from Last 10 years

If we go through the GDP growth rate of Russia in general then we can find out that
the The Russian GDP advanced 0.5 percent year-on-year in the first quarter of 2017,
following 0.3 percent growth in the previous period and above market expectations
of 0.4 percent, according to preliminary estimates. The economy returned to growth
after a two-year recession that was mainly caused by low oil prices and sanctions
imposed on Russian individuals and businesses in response to the annexation of
Crimea. The GDP is expected to expand 1 percent - 1.5 percent this year. GDP Annual
Growth Rate in Russia averaged 3.08 percent from 1996 until 2016, reaching an alltime high of 12.10 percent in the fourth quarter of 1999 and a record low of -11.20
percent in the second quarter of 2009.
In the first quarter this year, exports surged by 35.2 percent to USD 83.8 billion, marking the first increase since the second quarter of 2014 and the biggest since 2011.
Exports were mainly boosted by fuel and energy products; chemicals; machinery and
equipment and food. Imports rose 25.5 percent to USD 45.5 billion, driven by machinery and equipment; chemical Products & food.
Consumer demand shows signs of recovery, as real disposable income fell less (-0.2
percent from -5.9 percent in Q4) and real wages growth edged up (1.9 percent from
1.8 percent in Q4). Furthermore, the retail sales declined by 1.8 percent (-4.6 percent
in Q4), the smallest decrease since the fourth quarter of 2014.Also, transport output
surged 5.4 % (1.8 % in Q4).
Meanwhile, the industrial output rose by a meagre 0.1 percent (1.7 percent in Q4), as
1.2 percent increase in mining and quarrying was offset by a 0.8 percent fall in manufacturing. The sectors which led the decline were the manufacturing of tobacco products and vehicles, metallurgy and printing. Agricultural output went up by a slower 0.7
percent (5 percent in Q4). Construction fell further by 4.3 percent (-2 percent in Q4).
According to the Central Bank’s forecast, the GDP is expected to expand 1 percent
-1.5 percent. The IMF and World Bank are predicting 1.4 percent and 1.5 percent
growth, respectively.
The data of last 5 year on the basis of GDP growth rate, annual growth rate, constant
price, fixed capital formation, national product, per capita income, agriculture is following:

Growth & Consumer Credit Reports
To compare the growth & to understand the economic situation of Russia in a better
way we can take a view of comparison of Russia with the most strong economies of
the world & The results are quite surprising that scenario is almost similar hence the
investment opportunities in Russia can be said similar to the investment in the best
economies of the world. Let`s go through the comparison summary:

Russia Vs. United States
Unemployment Rate in Russia went down to 5.40 percent in Mar 2017 from 5.60
percent in Feb 2017. United States Unemployment Rate declined to 4.40 percent in
Apr 2017 from 4.50 percent in Mar 2017. GDP Growth Rate in the United States went
down to 0.70 percent in Q1 2017 from 2.10 percent in Q4 2016. Russia GDP Growth
Rate rose to -0.57 percent in Q3 2015 from -1.31 percent in Q2 2015.

Indonesia Vs. Euro Area
Unemployment Rate in Russia went down to 5.40 percent in Mar 2017 from 5.60
percent in Feb 2017. Euro Area Unemployment Rate was reported at 9.50 percent in
Mar 2017. GDP Growth Rate in the Euro Area was last registered at 0.50 percent in Q1
2017. Russia GDP Growth Rate rose to -0.57 percent in Q3 2015 from -1.31 percent
in Q2 2015.

Russia Vs. United Kingdom
Unemployment Rate in Russia went down to 5.40 percent in Mar 2017 from 5.60
percent in Feb 2017. United Kingdom Unemployment Rate declined to 4.60 percent
in Mar 2017 from 4.70 percent in Feb 2017. GDP Growth Rate in Russia went up
to -0.57 percent in Q3 2015 from -1.31 percent in Q2 2015. United Kingdom GDP
Growth Rate declined to 0.30 percent in Q1 2017 from 0.70 percent in Q4 2016.

Consumer Credit:
The term consumer credit refers to all kinds of credit employed by individuals that
are not collateralized by real estate or financial assets such as stocks and bonds and
not used for business purposes. It includes instalment credit for automobiles, home
repair and modernization, appliances, education, large recreational items, and revolving credit on credit cards. There are many ways to classify consumer credit into
categories, including use, method of generation (direct and indirect closed-end credit,
non-instalments credit, and open-end credit), and kind of financial institution generating the loan (depository institutions, finance companies, credit unions, others).
Consumer credit is considered a good indicator of the potential future spending levels
seen in the Personal Consumption and Retail Sales reports, and shows the extent to
which benchmark interest rates such as the fed funds rate and prime rate have manifested themselves at the consumer level (it can take six months to a year for macro
interest rates to work their way down to consumers).
These factors are important when investors consider that consumers make up more
than two-thirds of total GDP consumption. If consumers stop spending or face a
credit crunch, GDP will not be able to grow much. Investors in consumer cyclical
stocks should be keenly interested in consumers’ ability to spend more in the future.
Consumer credit figures have a lot of seasonal and inherent volatility, so investors
should always review the current report for adjustments to prior periods, paying particular attention to revisions to year-over-year growth. Long-term trends are the most
studied portion of the report, both in the total outstanding balances as well as the
change in overall interest rates being charged.
The Conference Board has tapped consumer credit as a lagging indicator, and uses a
ratio of consumer credit to personal income as a component of its Index of Lagging
Indicators. The Fed operates on the theory that consumers will not significantly increase their borrowing levels until their personal incomes increases enough to justify
the higher debt load. As such, borrowing may show the largest increases when the
economy is already coming out of a recession, rather than during the worst of it.

How helpful consumer credit reports are for investors can be listed out in points as follows:

Strengths:
•
Contains detailed breakdown of loan figures, such as average maturity and pre
vailing interest rates.
•
Data is provided with and without seasonal adjustments.
•
Release shows comparisons against previous month, previous year, and also
against results from the last five years.
Weaknesses:
•
Only total growth in outstanding loans is shown; there is no way of knowing if
consumer payments have fallen off or if new loan growth has slowed based on
a falling consumer credit number (and vice versa).
•
Absence of home-equity debt provides for an incomplete picture.
Because it comes out after the consumer confidence report and retail sales
•
reports for the month, some analysts will not look as intently at the consumer
credit figures month to month, instead reviewing multi-period trends once or twice a year.

Consumer Credit in Russia increased to 10646148 RUB Million in February from
10612841 RUB Million in January of 2017. Consumer Credit in Russia averaged
6305634.48 RUB Million from 2006 until 2017, reaching an all-time high of 11038528
RUB Million in November of 2014 and a record low of 1578632 RUB Million in December of 2006.

Consumer Spending in Russia increased to 7866 RUB Billion in the fourth quarter of
2016 from 7538.30 RUB Billion in the third quarter of 2016. Consumer Spending in
Russia averaged 5731.22 RUB Billion from 2003 until 2016, reaching an all-time high
of 9168.40 RUB Billion in the fourth quarter of 2014 and a record low of 2546.70 RUB
Billion in the first quarter of 2003.

So here we can see the increase which is an indicator of that attraction of consumers
has been moved a lot towards credit facilities.

Top 5 Worlds (Consumer Credit)

The country with highest Consumer Credit is Spain followed by Turkey in the second
position and Russia in the third.

Opportunities
The Russian economy experienced two major shocks in 2014, narrowly avoiding
recession with moderate growth of 0.6%. The first shock was the sharp decline in oil
prices during the third and fourth quarter of 2014, exposing Russia’s extreme dependence on global commodity cycles. After fluctuating within a tight band near USD
105 per barrel from 2011-2013, crude oil prices ended 2014 at less than USD 60 per
barrel. The second shock was the economic sanctions resulting from geopolitical
tensions, which negatively affected investor appetite for Russian investments. Capital flights and high inflation compound Russia’s economic woes as the economy
registered the steepest contraction since 2009 contracting 3.7% in the full year 2015.
Forecasts are pointing to an end to the recession coming soon in 2017.
Inflation has been falling rapidly since August 2015, when it reached a peak of 15.8%.
Along with the fall in inflation, Central Bank lending rates have been reduced. Russian
bonds and equities are performing well against those of other emerging markets and
a modest recovery in oil prices has bolstered economic sentiment.
Considering that the price for Urals oil will average USD 38 per barrel in 2016, the
Central Bank expects the economy to contract between 0.3% and 0.7% this year,
which is less than the Bank’s previous estimate that saw the economy contracting
between 1.3% and 1.5%. The Bank expects the economy to expand at a rate of between 1.1% and 1.4% in 2017, assuming that Urals oil prices average USD 40 per
barrel. Previously, the Bank had expected the price for Urals oil to average USD 35 per
barrel and had projected economic growth rising to within a range of minus 0.5% and
plus 0.5% in 2017.
Following the economy’s collapse in 2015, analysts surveyed by Focus Economics
expect the Russian economy to continue contracting in 2016, although at a more
moderate pace. Focus Economics Consensus Forecast panellists project that Russia’s GDP will fall 0.7% in 2016, which is up 0.1 percentage points from last month’s
forecast. Panellists expect the economy to expand 1.3% in 2017.
After two years of recession, the economy will return to growth in 2017, as higher real
wages boost private consumption and lower interest rate support investment. However, structural bottlenecks continue to hinder further diversification of the economy.
The strength of the recovery will also remain dependent on the rebound of oil prices.
The poverty rate, which increased from 11% in 2014 to 13% in 2015, will progressively
decline as the labor market strengthens and inflation slows down.
Tight monetary policy has successfully brought down inflation, and now can be
eased further to support the recovery, especially investment. Fiscal policy has been

rightly accommodative during the recession. Fiscal consolidation plans for 2017 and
2018 aim at reducing the headline deficit by about 1% of GDP per year on average. A
less tight fiscal policy is projected, as considerable economic slack remains and the
electoral cycle may push up public spending.
Public investment needs in education, innovation and infrastructures are high, and
meeting them will be essential to boost growth and ensure that all Russians benefit
from rising prosperity. However, by themselves, oil revenues can no longer be counted
on. Additional revenue should be raised with reforms to the VAT, the taxation of stateowned enterprises, higher taxation on the hydrocarbon sector and higher excise taxes. Over the medium term, re-establishing fiscal rules that limit the pro-cyclical use of
oil revenue would contribute to raise fiscal room for bad times.

Consumer credit scenario of the country cannot be predicted for the coming years but if we analysis the last trends and see for the coming terms
from March 2017 to T+2 and T+3 (which is 2 Month & 3 Month term onwards) the following coming trends can be predicted:

Conclusion
Over the forecast period, consumer lending is expected to see growth in terms of
both gross lending and outstanding balance values. As consumer lending in Russia
is linked with the economic situation, performance will depend on the Russian rouble
exchange rate, expected inflation, geopolitical situation, oil prices, disposable income
level, and consumer purchasing power. However, one of the most positive driving factors will be the expected trend of lower interest rates and improved credit portfolios of players.

