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RUSSIA’S ECONOMY IN DECEMBER 2013:
PRELIMINARY DATA AND MAJOR TRENDS

K.Rogov

A few words about the socio-poli  cal background 
that triggered some of the key economic events of 
December 2013. The most important poli  cal event 
of the month was the unexpected release from jail 
of former oil tycoon Michail Khodorkovsky who had 
spent 10 years and 2 months behind bars. As Khodor-
kovsky’s jail term had been expiring, Pu  n was facing 
a dilemma – either to give the go-ahead to the long-
an  cipated third Yukos case, or to let Khodorkovsky 
go free. With his decision to release Mikhail Khodor-
kovsky Pu  n intended to show that he was the boss of 
everything happening in Russia, to get poli  cal kudos 
(Khodorkovsky’s appeal for pardon) as well as Khodor-
kovsky’s promise not to engage in poli  cs and not to 
try to regain Yukos assets. 

The most frequently given reason for both Khodork-
ovsky’s release and the concurrent amnesty that freed 
a number detainees widely considered to be poli  cal 
prisoners (two Pussy Riot members and some of the 
defendants in the Bolotnaya Square riot case) is that 
Russia’s authori  es badly needed to boost her image 
abroad ahead of the Sochi Winter Olympic Games and 
Russia’s chairmanship of the G8. 

Another key event was the conclusion of the latest 
round of Russia-EU tug of war over Ukraine. In Decem-
ber 2013, Russia lavished Ukraine with a huge bailout 
package, seen as a quid pro quo for the suspension, 
by Kiev, of signing the Associa  on Agreement and a 
free trade pact with the EU, which had caused mas-
sive protests in the Ukrainian capital. The price of Rus-
sian natural gas delivered to Ukraine was cut by al-
most half. Also, Russia promised to buy $ 15bn worth 
of Ukrainian Eurobonds (the money would come 
from Russia’s Na  onal Welfare Fund). The RF Finance 
Ministry, which manages the Na  onal Welfare Fund, 
will have to change the rules to let the Fund invest in 
Ukrainian debt because Ukraine’s credit ra  ng is lower 
than the Fund’s current charter permits. On the whole, 
the outcome of the recent standoff  that has increased 
Ukraine’s economic dependence on Russia should be 
considered as an intermediate victory for the Kremlin. 

Despite the amnesty (seen by many as a purely cos-
me  c gesture), the State Duma con  nued to toughen 
Russia’s repressive legisla  on. In December, it further 
hardened the severe penal  es envisaged under the 
‘an  -extremist’ Ar  cles 280 and 282 of the RF Criminal 
Code. The State Duma also penalized the expression of 

separa  st opinions, making it a criminal off ence puni-
s hable by depriva  on of liberty for a term of up to fi ve 
years. 

In December, Vladimir Pu  n delivered his annual 
Presiden  al Address to the Federal Assembly. The Ad-
dress placed very li  le emphasis on poli  cal ma  ers 
and was mostly devoted to economic issues. Actu-
ally, the poli  cal por  on of the Presiden  al Address 
contained nothing noteworthy, except for the prom-
ise ‘[…] to clarify the general principles of local self-
govern ment, develop strong, independent, fi nancially 
sustainable local authori  es’. The thing is that on the 
eve of the Presiden  al Address, some analy  cal cent-
ers issued a number of documents designed to jus  fy 
a local self-government reform abolishing mayoral 
elec  ons, and there were rumors that plans for this re-
form would be announced in the Presiden  al Address. 
It seems that the Kremlin’s plans for radical reform 
were suspended at the very last moment. However, 
the trend toward abolishing mayoral elec  ons sur-
vives, as indicated by the fact that experts con  nue to 
devise plans for further curbing the scope of local self-
government (for more details, see the sec  on en  tled 
‘New Proposals for Local Self-government Reform’). 

In December 2013, the macroeconomic situa  on 
was determined by the prevalence of favorable global 
market trends. Oil prices remained persistently high 
(in December, the average price of Brent crude oil 
amounted to $ 110.4 per barrel vs. $ 107.8 per barrel 
in November). On the whole, the global raw material 
market did not respond to the long-awaited decision 
of the US Federal Reserve System to begin winding 
down its third round of quan  ta  ve easing (QE3). As a 
result, the MICEX Index was on the rise through most 
of December, returning to its mid-November level 
(1,500 points). 

In spite of the posi  ve situa  on in world markets, 
Russia’s macroeconomic indicators were rather lack-
luster. In December 2013, the monthly infl a  on rate 
was higher than expected, and the ruble remained 
under pressure. As of 27 December 2013, the Bank of 
Russia’s currency interven  ons amounted to $ 3.64bn 
(vs. $ 3.56bn in November). The value of Russia’s bi-
currency basket dropped from Rb 38.39 as of 30 No-
vember to Rb 38.14 as of 27 December. In December 
2013, the average monthly value of the bi-currency 
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basket amounted to Rb 38.35, which represented a 
10.4% increase on January 2013, when it amounted to 
Rb 34.75. 

In December, monthly infl a  on stood at 0.5-0.6%, 
bringing annual infl a  on to 6.5%, similar to 2012. It 
should be noted that the Bank of Russia had expected 
infl a  on to drop in 2013, and had promised to keep it 
within 6%. The main factors behind the rise in infl a  on 
in October-December 2013 was the growth of food 
prices and the weakening ruble (for more details, see 
the sec  on en  tled ‘Infl a  on and Monetary Policy). 

In December, the narrow monetary base increased 
by 2.06%, although, on the whole, it was on the de-
cline through most of the year. Between 1 and 27 De-
cember 2013, the surplus reserves held by commercial 
banks rose by 33% to Rb 1.342bn, while the amount of 
banks’ repo debt increased by 20% to Rb 3.12 trillion. 
Thus, the banking sector’s debt to the RF CB exceeded 
its pre-crisis record high. In the situa  on of con  nuing 
structural liquidity defi cit experienced by the banking 
sector, the interest rate in the interbank market in No-
vember was on the average at the level of 6.2% (vs. 
6.06% in October 2013), having risen above the simi-
lar index for January 2013 by 14.9% (5.4% in January 
2013). As of 20 December 2013, the average interest 
rate in the interbank market amounted to 6.44%. It 
should be noted that one of the main factors behind 
the upward movement of interest rates in the inter-
bank market over the period of November-December 
2013 was the revoca  on of licenses of a number of 
Russian banks. 

The purge of the banking system by the Bank of 
Russia, that culminated in the revoca  on of the license 
of Master Bank, unnerved the banking market, pushed 
up interest rates, created a panic in some of Russia’s 
regions and triggered a signifi cant exodus of customer s 
from small banks to big ones. In November 2013, the 
banking sector’ aggregate profi t hit a two-year low of 
Rb 64bn, while its return on equity dropped to 12% 
per annum vs. about 17% in January–October 2013 
(for more details, see the sec  on en  tled ‘Russia’s 
Banking Sector in November 2013’). 

As regards Russia’s real sector , the fi nal months of 
2013 saw a con  nua  on of several nega  ve trends 
fi rst observed in the second half of 2012. Contrary to 
expecta  ons, the situa  on in this sphere did not im-
prove. Moreover, major investment trends indicate 
that this state of aff airs will remain unchanged un  l at 
least mid-2014.

In the January–November 2013 period, the volume 
of investment in fi xed assets amounted to 99.2% of its 
volume in the corresponding period of 2012. In Janu-
ary–September 2013, the investment share in GDP 
amounted to 16.6% (vs. 17.1% in the same period 

of 2012). Investment in large and medium-sized en-
terprises was declining at an accelerated rate (-6.9% 
from its level in the January–September 2012 period). 
There was a sharp drop in investment in industrial con-
struc  on and the transporta  on sector: the volume of 
investment in the la  er dropped to 81.5% of its level 
in the January–September 2012 period, which can be 
explained by the comple  on of a number of major 
pipeline transport investment projects and a decline 
in investment in railroad transport. There was a slight 
rise in investment in the processing industry (+3.0% on 
January–September 2012) and a fall in investment in 
mineral extrac  on (-6.9%) and natural gas and water 
distribu  on facili  es (-9.4%). It should be added that 
the growth of investment in the processing industry 
was partly caused by the comple  on of a number of 
major oil refi nery projects and the beginning of poly-
propylene produc  on at the Tobolsk-Polymer complex 
owned by CJSC SIBUR Holding. 

In the January–September 2013 period, the share of 
bank loans in aggregate fi nancing amounted to 9.9%, 
which represented a 1.7 p.p. rise on the same period 
of 2012. Foreign bank investment was in sharp decline 
(-24% on January–September 2012), while investment 
fi nanced by higher-level organiza  ons contracted by 
33.7%. It should be noted that due to the weakness 
of Russia’s banking system, such organiza  ons have 
tradi  onally been the main source of external fi nance 
for enterprises. In the January–September 2013 pe-
riod, the share of investment fi nanced by higher-level 
organiza  ons in aggregate fi nancing dropped to 12% 
vs. 18.9% in the same period of 2012. In January–Sep-
tember 2013, the amount of foreign investment in 
fi xed assets signifi cantly declined, while its share in 
total investment dwindled to 2.5% vs. 3.3% in the cor-
responding period of 2012 (for more details, see the 
sec  on en  tled ‘Investment in Fixed Assets’).

As seen by the results of January–November 2013, 
industrial output fell by 0.1% on the same period of 
2012. By the end of November, the processing industry 
had been on a downward course for 7 months in a row. 
In the January–November 2013 period, the volume of 
industrial produc  on slumped by 0.6% on the same 
period of 2013. In November 2013, it dropped by 0.9% 
on November 2012.

By the end of 2013, Russia’s economic growth had 
begun to be nega  vely aff ected by the ongoing decline 
in domes  c demand. In November 2013, the growth 
rates of the real incomes and wages of the popula  on 
amounted to 1.5% and 4.8% respec  vely vs. 9.1% and 
6.7% respec  vely in November 2012. Moreover, the 
consumer credit boom was rapidly losing momentum 
in the face of the exploding rise in household debt. As 
a result, in January–November 2013, retail turnover 
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and the paid services market rose by 3.9% and 2.2% 
respec  vely, while in January–November 2012 they 
had risen by 6.5% and 3.8% respec  vely. Unemploy-
ment had been on the rise since June 2013; in Novem-
ber 2013, the unemployment rate in Russia increased 
to 5.5%, vs. 5.2% in November 2012. 

Having been on the decline in the second half of 
2012 and the beginning of 2013, the net fi nancial re-
sults of enterprises stabilized in mid-2013 at rela  vely 

low levels. Compared with the January–November 
2012 period, the lowest net fi nancial result, 68.3%, was 
recorded in the processing industry, while the average 
net fi nancial result of Russia’s economy as a whole 
amounted to 83.3%. In January–November 2013, re-
turn on sales amounted to 7.7%, which represented 
a 2.3 p.p. drop on the same period of 2012 (for more 
details, see the sec  on en  tled ‘Russia’s Real Sector of 
the Economy: Factors and Trends’).  
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THE POLITICAL AND ECONOMIC RESULTS OF DECEMBER 2013
S.Zhavoronkov

December 2013 was crowded with notable events. 
The most important event of the month was the re-
lease of Russia’s number one poli  cal prisoner, former 
oil tycoon Michail Khodorkovsky. In late December, 
Vladimir Pu  n announced that Khodorkovsky had sub-
mi  ed an appeal for pardon and that he, Pu  n, was 
planning to pardon Khodorkovsky on humanitarian 
grounds. On the following day, Khodorkovsky was re-
leased from prison and immediately le   for Germany. 
In his fi rst interview given a  er having been released 
from jail, Khodorkovsky said that he was currently 
unable to return to Russia, that he was not going to 
go into poli  cs, and that he had no plans to return to 
business. Instead, he promised to devote himself to 
(unspecifi ed) social work. In this case he will, most 
likely, con  nue wri  ng philosophical ar  cles that are 
never focused on acute poli  cal issues, as he has been 
doing for a number of years. It is s  ll an open ques-
 on whether or not Khodorkovsky actually admi  ed 

his guilt. Pu  n’s press secretary, Dmitry Peskov, insists 
that an appeal for pardon automa  cally implies an 
admission of guilt; Khodorkovsky denies this, while 
Russian legisla  on off ers no defi nite answer to that 
ques  on. A few more words about the circumstances 
of Khodarkovsky’s pardon: his second jail term would 
have been over in less than six months; no new crimi-
nal proceedings had been ini  ated against him; and 
rumors of his imminent release had long been circulat-
ing among poli  cal commentators. Some people close 
to Pu  n – for example, head of the state-owned VTB 
Bank Andrei Kos  n – had insisted on his release. A  er 

In December, the Russian authori  es made several symbolic gestures designed to sway public opinion both at 
home and abroad in favor of their policies. Thus, they pardoned Michail Khodorkovsky, Russia’s number one po-
li  cal prisoner, and declared a large-scale amnesty marking the 20th anniversary of the Russian Cons  tu  on. The 
amnesty could be applied to some of the defendants in the so-called Bolotnaya Square Riots case ini  ated in the 
a  ermath of the Moscow street protests of May 2012. The same conciliatory trend can be detected in Vladimir 
Pu  n’s annual Presiden  al Address to the Federal Assembly. The address did not contain any poli  cal ideas (al-
though Pu  n’s proposal that that the powers of local self-government bodies should be clarifi ed was rather 
alarming because all the previous clarifi ca  ons of that kind had inevitably led to curbing the authority of those 
bodies). On the other hand, the Presiden  al Address contained a number of proposals concerning economic is-
sues. Some of them were rather radical. Thus, the President promised that companies registered in off shore tax 
havens would be denied access to government procurement contracts and state guarantees. Also he promised 
tax holidays to ‘new small businesses working in the manufacturing, social or scien  fi c sectors’, and called for tax 
breaks and improved investment condi  ons in Siberia. As far as the Near Abroad is concerned, Russia lavished 
Ukraine with a bailout package worth at least $ 20bn, seen as a quid pro quo for the suspension, by Kiev, of sign-
ing the Associa  on Agreement with the EU. 

Khodarkovsky’s arrest, the remaining assets of Yukos 
had been managed by Leonid Nevzlin and a group of 
high-ranking Yukos execu  ves who had fl ed Russia 
(Nevzlin had prevented Rosne   from seizing some of 
Yukos foreign assets by winning cases against Rosne   
in the UK and USA). Thus, the most that Khodarkovsky 
can hope for is to get back part of his stake in Yukos, 
once transferred by him to his partners. He will, how-
ever, never be able to get back all his property either 
in Russia or abroad. When behind bars, Khodorkovsky 
wrote a number of rather nebulous and vaguely dem-
ocra  c essays (for example, when being behind bars in 
2003–2013, he never spoke publicly on any electoral 
issues). He fi nanced several websites, a press service 
and the foreign-based Ins  tute of Modern Russia, thus 
providing employment to a handful of opposi  on ac-
 vists. So, the list of his poli  cal ac  vi  es during that 
 me is rather short. Since 2006, his business partners 

have never invested in poli  cs, at least publicly. Of 
course there was a good reason for Russia’s authoritar-
ian regime to con  nue keeping Khodorkovsky in jail – 
for the purpose of in  mida  ng all malcontents. How-
ever, the Russian authori  es did not succumb to this 
tempta  on and decided, instead, to improve their im-
age abroad. As far as the in  mida  on of malcontents 
is concerned, Russia s  ll has many other poli  cal pris-
oners, and the ‘an  -extremism’ ar  cles of her Criminal 
Code envisage heavy penal  es for the expression of 
views absolutely unrelated to violence, etc. 

In December, the Russian authori  es declared a rela-
 vely large-scale amnesty marking the 20th anniversary 
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of the Russian Cons  tu  on. Unlike the widely publicized 
and rather half-hearted business amnesty (it was not 
applied to most of the items of Ar  cle 159 (fraud) of the 
Criminal Code, but only to convic  ons under Ar  cles 
159.1 (credit fraud) and 159.4 (fraud in the sphere of 
entrepreneurial ac  vi  es) introduced in January 2013, 
thus making the lion’s share of businessmen jailed for 
business crimes not eligible for amnesty un  l charges 
against them are downgraded in a lengthy procedure, 
not necessarily with a happy ending; as a result, in-
stead of 100,000 prisoners expected to be released, a 
li  le more than 1,000 convicts went free), this amnesty 
is planned on a rela  vely large scale. It covers almost 
20,000 persons, including a number of poli  cal prison-
ers (convicted or tried for inci  ng mass unrest during 
the Moscow riots on 6 May 2012, but not for the use 
of violence against representa  ves of the state) or ‘cir-
cumpoli  cal’ prisoners1, such as the Pussy Riot band 
members and the crew of the Greenpeace ship Arc  c 
Sunrise. The amnesty also extends to mothers of minor 
children, people who commi  ed off ences as minors, 
disabled persons, pensioners, persons who served in 
hot spots, convicted of non-violent crimes. The am-
nesty is defi nitely a step in the right direc  on, bearing 
in mind that Russia has a prison popula  on of 800,000 
people, most of whom were jailed for non-violent or mi-
nor off ences. Regre  ully, the amnesty is not applied to 
the (numerous) persons convicted under Ar  cle 228.1 
of the Criminal Code (the illegal acquisi  on or keeping 
without the purpose of sale of narco  c means or psy-
chotropic substances on a large scale). 

However, the State Duma did not manage to refrain 
from yet another round of toughening Russia’s repres-
sive legisla  on. In December, it further hardened the 
severe penal  es envisaged under the ‘an  -extremist’ 
Ar  cles 280 and 282 of the RF Criminal Code. The 
State Duma also penalized the expression of separa  st 
opinions, apparently bearing in mind the controversial 
proposal that the Muslim areas of the North Caucasus 
should be separated from Russia (this idea has a lot of 
supporters both in Russia and in the Caucasus).  

In December, Vladimir Pu  n delivered his annual 
Presiden  al Address to the Federal Assembly. The Ad-
dress placed very li  le emphasis on poli  cal ma  ers 
and was mostly devoted to economic issues. Pu  n’s 
re  cence on poli  cal issues is a posi  ve sign – indeed, 
legisla  on in the poli  cal sphere should not be changed 
on an annual basis. The latest noteworthy reforms in 
that fi eld took place in 2012, and it is be  er for Rus-

1  The cases of the Pussy Riot punk collec  ve members and the 
crew of the Greenpeace ship Arc  c Sunrise can be called circum-
poli  cal: in a number of developed countries, their ac  ons would 
have been classifi ed as criminal off ences, although such cases 
would be treated much more lightly than in Russia. 

sia to wait for their results to become materialized, at 
least un  l the next presiden  al and legisla  ve elec  on 
cycle. Regre  ully, Russia’s legislators have not taken a 
 meout, and the ruling party con  nues to energe  cally 

introduce amendments to exis  ng legisla  on, making it 
more and more complicated. Thus, in 2013, on the eve 
of a new cycle of regional and municipal elec  ons, the 
State Duma adopted a number of laws banning elected 
offi  cials and their rela  ves from owning fi nancial assets 
abroad, notwithstanding the fact that Russian legisla  on 
does not contain a norma  ve defi ni  on of such assets. 
It is outrageous that, every year, numerous fundamen-
tal amendments are haphazardly introduced to legisla-
 on. Here is an example of this devil-may-care a   tude 

to legisla  on. On the eve of the release of the Presiden-
 al Address, a number of infl uen  al persons suggested 

that the rules on party registra  on and mayoral elec  on 
should be radically changed. Fortunately, the ‘reform’ 
a  empt has ended in failure. So far, so good. The only 
excep  on to this general trend was the mysterious2 re-
shuffl  ing of Russia’s judicial system, caused by the liqui-
da  on of arbitra  on courts. It should be noted in this 
connec  on that those courts had never been paragons 
of effi  ciency, being – at least with regard to important 
court cases – under the thumb of Russia’s execu  ve 
authori  eso. As far as this judicial reform is concerned, 
the main ques  on is this: what will befall the judges of 
the Supreme Court of Arbitra  on, bearing in mind that 
many of them will not be included in the new composi-
 on of the Russian Supreme Court? At the same  me, 

Pu  n’s Presiden  al Address draws a  en  on to the mu-
nicipal fi eld and the powers vested in municipal authori-
 es – the sphere that is ripe poli  cally for yet another 

round of power and property redistribu  on. As regards 
the municipal sphere, Vladimir Pu  n said that ‘the most 
important task is to clarify the general principles of local 
self-government, develop strong, independent, fi nan-
cially sustainable local authori  es’. It is planned that the 
fulfi llment of this task will be completed by the end of 
2014. The reason for this ini  a  ve is clear: the munici-
pal authori  es of Russia’s big ci  es (except for Moscow 
and St Petersburg) are vested with considerable powers 
and are elected without any complicated ‘fi lters’. The 
federal center has li  le leverage over big ci  es’ mu-
nicipal authori  es, even when the mayors are elected 
indirectly by the city councils composed of municipal 
depu  es belonging to the ruling party. Moreover, Pu  n 
now has a Sword of Damocles hanging over his head 
in the form of his unfulfi lled promise to introduce di-
rect mayoral elec  ons throughout Russia, given by Mr. 

2  The reason for this judicial reform is a riddle wrapped up in an 
enigma – if the Kremlin had wanted to replace the head of the Su-
preme Court of Arbitra  on or some of its judges, they would have 
certainly obeyed its order to re  re. 
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Pu  n in the course of his 2012 presiden  al campaign. 
Therefore, there is a danger that, while using the promi-
se to create fi nancially sustainable local authori  es as a 
smoke screen, the Kremlin is going to introduce a model 
resembling the one that has been employed in Moscow 
during the past twenty years. Under this model, the real 
execu  ve power and almost total control over budget 
money are vested in appointed offi  cials (who control 
municipal construc  on, commerce, the housing and 
u  li  es sector, educa  on, healthcare, etc.), while the 
elected bodies of local self-government are vested on-
ly with some negligible powers (like the right to lower 
marriageable age) and purely symbolic control over a 
 ny propor  on of tax revenue (for example, 0.001% of 

personal income tax collected in the region).  
The rest of the poli  cal por  on of Vladimir Pu  n’ 

Presiden  al Address contains nothing noteworthy, ex-
cept for his pious wish ‘that all dra   laws […] should 
pass a so-called ini  al public reading involving NGOs 
and other civil society ins  tu  ons’. It should be point-
ed out that this proposal starkly contradicts the cur-
rent prac  ce (ini  ated by Vladimir Pu  n and the RF 
Government) of passing dra   laws at once in their 
second and third readings, as it happened in the case 
of the dra   law on reforming the Russian Academy of 
Sciences (adopted on 18 September 2013). 

By contrast with the poli  cal por  on of Vladimir Pu-
 n’s Presiden  al Address, its social and economic por-
 ons contain a lot of innova  ve proposals (although 

some of them lack originality). As regards the health-
care sector, Pu  n said that Russia should create a sys-
tem for independently appraising the quality of medical 
care. However, the exis  ng procedure for the provision 
of medical services,  ed to the ‘principal place of resi-
dence’ or – in case of sophis  cated medical services – to 
the system of regional quotas, etc., is hardly reconcilable 
with the aforemen  oned task formulated by Pu  n. Only 
one ‘innova  ve proposal’ regarding medical care is un-
ambiguous and clearly understandable: ‘[ …] beginning 
in 2015, all children and teenagers must have a yearly 
mandatory free medical check-up, while adults should 
undergo such an examina  on every three years’. At the 
same  me, it can be noted that such health checks are 
already available to everybody (is there anything new 
under the sun?). As regards Pu  n’s inten  on to make 
them mandatory, it is not clear what will be done in or-
der to achieve this goal. President Pu  n’s most radical 
proposals belong to the realm of educa  on. In fact, they 
herald the abandonment of the current Russian univer-
sity entrance system based on a standardized na  onal 
fi nal school exam (SNFSE). Thus, among other things, 
Vladimir Pu  n said: ‘Instruc  on has already been given 
that, star  ng from the next academic year, a mandatory 
essay-based fi nal exam will be introduced for graduat-

ing high school students. The results of this exam will 
be taken into considera  on alongside the Na  onal Final 
School Exam when applying to universi  es and other 
educa  onal ins  tu  ons’. As far as higher medical edu-
ca  onal establishments are concerned, Pu  n said that 
volunteers ‘who have spent several years working in 
healthcare ins  tu  ons should have priority admission 
to medical schools’. The current Russian university en-
trance system based on a standardized na  onal fi nal 
school exam [SNFSE] has indeed been subjected to se-
vere cri  cism because of its insuffi  cient transparency at 
the regional and school levels. The SNFSE system’s credi-
bility has also been undermined by the fact that many 
higher educa  onal establishments have abandoned 
it in favor of various olympiads’ results as instruments 
for university admission selec  on. Under the best-case 
scenario, such olympiads play the role of entrance exa-
mina  ons; under the worst-case scenario, they lead to 
corrup  on in university admissions. However, it is not 
advisable to replace Russia’s current university entrance 
system based on the SFNSE by something else without 
fi rst thoroughly analyzing the possible alterna  ves to 
that system, and it is equally pointless to further compli-
cate the university admission process. Regre  ully, in his 
annual Presiden  al Address, Vladimir Pu  n indicated 
that in the nearest future ‘we must se  le the ma  er of 
mutual recogni  on of school diplomas within the CIS’, 
although the quality of high school educa  on in some 
of the CIS countries is hugely inferior to Russia’s. 

In his annual Presiden  al Address, Pu  n put forth a 
number of revolu  onary ideas in the fi eld of taxa  on. 
However, their revolu  onarily was somewhat deval-
ed by Pu  n’s own admission that some of those ideas 
(regarding the fi ght against off shore tax avoidance 
and evasion) had already been put forward by him in 
his previous annual Presiden  al Address, but nothing 
signifi cant had been achieved in that fi eld since then. 
Vladimir Pu  n said: ‘According to experts, last year 
Russian exports via off shore tax havens and semi-tax 
havens amounted to 111 billion dollars, which equals 
twenty percent of our exports. Half of the 50-billion-dol-
lar Russian investment abroad went to off shore tax ha-
vens as well. These numbers stand for the drain of capi-
tal that should be working in Russia and direct losses 
for the na  onal budget. […] The companies registered in 
an off shore jurisdic  on but legally owned by a Russian 
ci  zen as the ul  mate benefi ciary should pay taxes in 
line with the Russian regula  ons, with the tax amounts 
payable to the Russian budget. And we should think of 
a way to collect this money. […] Companies registered 
in an off shore jurisdic  on should not be en  tled to state 
support, including loans from the Vneshekonombank 
and state guarantees. These companies should also be 
denied access to government procurement contracts. 
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In other words, those who want to use all the benefi ts 
and government support and at the same  me get their 
profi ts while working in Russia should get registered in 
the Russian jurisdic  on.’ It is common knowledge that 
even some of the biggest Russian state-owned compa-
nies, like Gazprom and Rosne  , have their branches in 
off shore tax havens or semi-tax havens. The term semi-
tax haven, used by Vladimir Pu  n in his Address, applies 
to the developed countries where certain taxes, such 
as profi t tax, are levied at a low or nominal rate (e.g. 
Switzerland and The Netherlands). Thus, although the 
idea that companies registered in off shore jurisdic  ons 
should be denied access to government procurement is 
defi nitely sound, it will require strong poli  cal will at the 
na  onal level to actually transform this idea into reality. 
It is doub  ul whether the required poli  cal will really 
exists in today’s Russia. To succeed, the proposed crack-
down on such companies should be very thoroughly 
planned, and every detail given me  culous a  en  on 
(for example, if off shore companies are to be given the 
right to become subcontractors, this an  -tax avoidance 
measure will be hugely watered down). As far as the 
taxa  on of Russian-owned off shore companies is con-
cerned, it should be said that Russian taxes can be le-
gally levied on such companies only if the governments 
of the said off shore tax havens agree to provide RF tax 
authori  es with relevant tax informa  on. For example, 
the USA has managed to force on off shore jurisdic  ons 
a number of informa  on exchange agreements. But 
it should be remembered that the USA accounts for 
20% of global GDP, while Russia’s share in global GDP 
amounts to just 3%. Therefore Russia has much smaller 
leverage over off shore tax havens than that enjoyed by 
the USA.  

At the same  me, Vladimir Pu  n proposed the in-
troduc  on of a number of tax exemp  ons, including 
tax holidays, less obviously benefi cial to Russia’s fi scal 
system. He suggested crea  ng ‘a network of special 
advanced economic development zones in the Far East 
and Eastern Siberia with special condi  ons for organi-
zing non-extrac  ve produc  on’. According to Pu  n, 
new companies located in such zones should be grant-
ed fi ve-year exemp  ons from income tax, mineral ex-
trac  on tax (with the excep  on of oil and natural gas), 
and preferen  al insurance rates. Pu  n proposed that 
regions should be vested with the right to ‘off er two-
year tax holidays to new small businesses working in 
the manufacturing, social or scien  fi c sectors’. Bearing 
in mind that the upper limit of revenues set by the Rus-
sian government for small businesses is Rb 400m (and 
such profi ts remain a pipe dream for any authen  cally 
small Russian business), this move can pose a serious 
threat to large-scale fi nancial op  miza  on. One can 
only hope that the RF Ministry of Finance, which has 

always objected to wholesale alloca  on of such ben-
efi ts, will fi nd some way to limit the size and scope of 
this emerging tax ‘black hole’, by issuing correspond-
ing norma  ve documents.  

In December 2013, Russia lavished Ukraine with a 
huge bailout package, seen as a quid pro quo for the 
suspension, by Kiev, of signing the Associa  on Agree-
ment and a free trade pact with the EU. The price of 
Russian natural gas delivered to Ukraine was cut by al-
most half. Also, Russia promised to buy $ 15bn worth 
of Ukrainian Eurobonds (the money would come from 
Russia’s Na  onal Welfare Fund). But experts are won-
dering what Moscow is going to get in return… Ukraine 
has made no promises whatsoever to do anything in 
return for this gi   – not even to abandon the idea of 
signing the Associa  on Agreement with the EU. Accord-
ing to Ukrainian government statements intended to 
appeal to a domes  c audience, the signing process was 
not cancelled but suspended. Moreover, two years from 
now Ukraine will hold a presiden  al elec  on. It should 
be added that Victor Yanukovych’s chance of re-elec  on 
as president is rather slim – at the last general elec  on, 
his party managed to win only 30% of the vote. One can 
easily draw some parallels between the current situa-
 on in Ukraine and the 2004 events in that country. In 

2004, Russia tried to curry favor with Ukraine by signing 
a gas supply contract that contained some extremely fa-
vorable terms for the Ukrainian side. Then everything 
went awry for the Kremlin. A fateful presiden  al elec-
 on was won by a ‘wrong’ person, who had snatched 

victory from the jaws of defeat. The 2004 Presiden  al 
Elec  on brought a ‘wrong’ person to power. As the 
old proverb goes, history repeats itself. So, why can-
not the 2004 situa  on repeat itself in 2015? In order 
to implement the December 2013 Agreement, Russia 
will have to rapidly change her legisla  on by adding 
the poor Ukraine (her per capita GDP based on the PPP 
methodo logy amounts to $ 7.3 thousand, and her trade 
defi cit is persistently high) to the list of the most develo-
ped countries whose government bonds are bought by 
Russia’s Na  onal Welfare Fund. Meanwhile, the most 
reasonable resolu  on of Russian-Ukrainian contradic-
 on would have been a cut in the price of Russian natu-

ral gas delivered to Ukraine, off ered to that country not 
as a charitable dona  on, but as a quid pro quo for an 
increase in Ukraine’s natural gas transit to Europe. It 
should be noted that this transit is rela  vely cheap (it 
is s  ll hotly disputed whether or not gas transport by 
Nord Stream is cheaper than Ukraine’s transit). At least 
for now, while Nord Stream is s  ll opera  ng below its 
full capacity, Ukraine’s transit is cheaper that that by 
Nord Stream. And it is defi nitely cheaper than the cost 
of construc  on of the South Stream pipeline that will 
run through the bo  om of the deep Black Sea.   
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INFLATION AND MONETARY POLICY IN NOVEMBER 2013
A.Bozhechkova

In November, the infl a  on rate in the Russian Fede-
ra  on remained high: the Consumer Price Index, as 
seen by the month end’s results, amounted to 0.6% 
(similar to October 2013), thus climbing 0.3 pp above 
its year-earlier level. As a result, the infl a  on rate in 
per-annum terms went up to 6.5% (Fig. 1). The core 
infl a  on rate1 in November 2013 was 0.6%, similar to 
the same period of 2012. 

In November, the prices of foodstuff s rose by 0.7% 
on October 2013 (Fig. 2). Compared with October, the 
growth rates of prices for fi sh and seafood product s; 
fruit and vegetable products; and fresh eggs decreased 
from 1.2% to 0.7%, from 3.6% to 3.0%, and from 18.2% 
to 11.6%, respec  vely. The growth rates of prices for 
bu  er increased from 2.7% in October to 2.8% in No-
vember, while those of prices for milk and dairy prod-
ucts went up from 0.4% in October to 1.6% in Novem-
ber. At the same  me, the prices of cereals and leg-
umes con  nued to fall (-0.5% in November; -0.3% in 
October), as did prices for lump and granulated sugar 
(-2.7% in November; -2.6% in October), sunfl ower oil 
(-1.2% in November; -0.6% in October), and macaroni 
products (-0.6% in November; -0.1% in October). Thus, 
the biggest contributors to the rise in food prices were 
the rising growth rates of prices for products of animal 
origin, and for fruit and vegetable products. The growth 
of prices for bu  er, dairy products and fresh eggs was 
determined by the lack of raw materials caused by the 
fall in fodder availability, which resulted from the poor 
harvest of fi eld crops in 2012. The growth of prices for 
fruit and vegetable products, which began in October 
2013, can be a  ributed to seasonal fl uctua  ons. 

Having dropped by 0.1% in October, the prices and 
tariff s established for commercial services rendered to 
the popula  on increased by 0.2% in November. The 
growth rate of tariff s for housing and u  li  es services 

1  The core consumer price index refl ects the level of infl a  on on 
the consumer market a  er adjustment for the seasonal (prices of 
vegetable and fruit products) and administra  ve (regulated tariff s 
for certain types of services, etc.) factors. This index is also calcu-
lated by the RF Sta  s  cs Service (Rosstat).

In November 2013, the Consumer Price Index (CPI) amounted to 0.6%, similar to October 2013 (vs. 0.3% in No-
vember 2012). As a result, the infl a  on rate in per annum terms, as seen by the results of the fi rst 11 months 
of 2013, rose above 6.5%. Over the period from 1 December through 16 December, the CPI amounted to 0.3%. 
Despite the ongoing slowdown in economic ac  vity, the RF Central Bank has so far abstained from cu   ng its 
overnight lending rate.

in November amounted to 0.2%, which represented 
a 0.4 pp decrease from October. Prices for passenger 
transport services con  nued to decline, although at 
a slower rate than in October (-0.5 in November vs. 
-2.6% in October). The same applied to spa resort 
services (-0.4% in November vs. -3% in October) and 
outbound tourism services (-0.6% in November vs. 
-1.5% in October). Prices for most types of services 
went up. Thus, higher prices were recorded for medi-
cal services (+1.1% in November vs. +0.4% in October), 
services rendered by cultural establishments (+1.7% in 
November vs. +0.8% in October), personal consumer 
services (+1.0% in November vs. +0.4% in October), 
and insuran ce services (+0.5% in November vs. +0.1% 
in October). 

In November, the growth rate of prices for non-food 
commodi  es amounted to 0.4%, which represented 
a 0.1 pp drop on October. In this commodity group, 
the steepest decelera  on was recorded by the growth 
rates of prices for pharmaceu  cals (+0.4% in Novem-
ber vs. +1.0% in October) and tobacco products (+1.2% 
in November vs. +1.9% in October). Motor gasoline 
prices did not grow (vs. +0.4% in October).

In December, the rate of infl a  on con  nued its up-
ward movement, mainly due to the end of the sea-
sonal decline in prices for fruit and vegetable products 
and a leap in the prices of dairy products and fresh 
eggs. Bearing in mind that imports make up a consi-
derable share of total consump  on in Russia, it should 
be noted that Russian infl a  on might be pushed up, to 
some extent, by the weaker ruble. The Consumer Price 
Index for the fi rst 16 days of December amounted to 
0.3%, similar to the same period of 2012. As a result, 
the cumula  ve infl a  on rate since the year’s begin-
ning rose to the level of 6.2% (vs. 6.3% over the same 
period of 2012). At present, the main factors that are 
keeping infl a  on at bay are the lack of signifi cant de-
mand pressure on prices, this year’s rela  vely good 
harvest of cereal and legume crops, and the improved 
situ a  on on the global agricultural market. 
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In November 2013, the broad monetary base in-
creased by 2.1% to Rb 9,138bn (Fig. 3). All its compo-
nents grew: the monies kept on commercial banks’ cor-
respondent accounts with the RF Central Bank (growth 
by 4.6% to Rb 1,005bn), banks’ deposits (growth by 
14.5% to Rb 1,005bn), required reserves (growth by 
0.2% to Rb 510.1bn), and the volume of cash in circula-
 on, including the cash balances of credit ins  tu  ons, 

(growth by 1,7% to Rb 7,523bn). 
The narrow monetary base (currency issued by the 

Bank of Russia plus required reserves) over November 
grew by 0.9%, amoun  ng to Rb 8,032.7bn (Fig. 4).

In November 2013, the surplus reserves held by 
commercial banks1 rose by 5.5% to Rb 1,105bn, while 
the amount of banks’ repo debt increased by 14.5% 
to Rb 2.6 trillion. As of 20 December, banks’ repo 
debt amounted to Rb 3 trillion. On the whole, in No-
vember 2013 the banking sector’s debt to the RF CB 
exceeded its pre-crisis record high. In the situa  on of 
con  nuing structural liquidity defi cit experienced by 
the banking sector, the interest rate in the interbank 
market2 in August was on the average at the level of 
6.2% (vs. 6.06% in October 2013), having risen above 
the similar index for January 2013 by 14.9% (5.4% 
in January 2013). Over the period from 1 through 
19 December, the average interest rate increased, 
thus amoun  ng to an average of 6.44% (Fig. 5). It 
should be noted that the upward movement of in-
terest rates over the period of November-December 
2013 occurred due to the revoca  on of licenses of a 
number of Russian banks. 

As of 1 December 2013, the Bank of Russia’s inter-
na  onal reserves volume amounted to $ 515.6bn, hav-
ing shrunk since the year’s beginning by 4.1% (Fig. 4). 
At the same  me, over the course of November, the 
reserves backed by monetary gold declined by $ 3.4bn 
due to a downward adjustment of asset value. 

As seen by the month-end results, the scale of cur-
rency interven  ons by the Bank of Russia in November 
was $ 3,556m, their purpose being to level down the 
vola  lity of the ruble’s exchange rate (Fig. 6). In No-
vember, the fi nancial regulator did not purchase any 
foreign currency with the purpose of replenishing or 
spending the monies held by the Federal Treasury as 
part of sovereign funds denominated in foreign cur-
rencies. Over that month, the regulator seven  mes 
revised the boundaries of the bi-currency basket’s 
fl oa  ng corridor by 5 kopecks, thus pushing them up 

1  The surplus reserves held by commercial banks at the RF CB 
are understood as the aggregate balance of their correspondent 
accounts, deposits with the RF CB, and the bonds issued by the RF 
CB and held by commercial banks.
2  The interbank interest rate is the average monthly interest 
rate on overnight ruble-denominated interbank loans (Moscow 
Interbank Actual Credit Rate – MIACR).
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Fig. 1. The CPI Growth Rate in 2011–2013 (% Year-on-Year) 
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Fig. 3. The Movement of Commercial Banks’ 
Debt to the Bank of Russia in 2008–2013
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to the level of Rb 32.7–39.7. As of 19 December, the 
boundaries of the bi-currency basket’s fl oa  ng corri-
dor were set at Rb 32.95–39.95. Over the period from 
1 through 19 December, the volume of currency sales 
by the Bank of Russia amounted to $ 2,802m, while 
the regulator undertook currency interven  ons in or-
der to replenish or spend the monies held by the Fede-
ral Treasury as part of sovereign funds. 

According to the Bank of Russia’s preliminary es-
 mates, net capital ou  low from Russia in Q3 2013 

increased to $ 12.9bn, and on the whole for the fi rst 
nine months of 2013 this index amounted to $ 48.1bn, 
which is by $ 1.7bn more than the same index for the 
fi rst nine months of 2012. Over the period from Janu-
ary through September 2013, net capital ou  low from 
the banking sector rose to $ 10.1bn. 

In October, the ruble’s real eff ec  ve exchange rate 
against the two major foreign currencies gained 0.5% 
(vs. +1.1% in September 2013). Meanwhile, as seen by 
the quarter-end results of Q3 2013, the ruble’s real ef-
fec  ve exchange rate declined by 2.3% (Fig. 7).

The nominal exchange rate of the ruble against the 
US dollar rose by 3.5% to Rb 33.2. The growth of the 
euro’s exchange rate against the ruble over November 
amounted to 2.8% (Rb 45.2). In November, the euro-
to-USD exchange rate was on the average at the level 
of 1.35. The value of the bi-currency basket over No-
vember increased by 3.1%, to Rb 38.6. Over the period 
from 1 through 21 December, exchange rate of the US 
dollar against the ruble dropped by 0.5% to Rb 33.0; 
the euro’s exchange rate against the ruble dropped by 
0.3% to Rb 45.0; as a result, the value of the bi-cur-
rency basket declined by 0.4% to Rb 38.4. The average 
euro-to-USD exchange rate in November amounted to 
1.37. It should be noted that the euro’s strengthening 
occurred due to the end of recession in the Eurozone. 

On 10 December 2013, the Bank of Russia’s Board of 
Directors announced its decision that the accumulat-
ed amount of its FX interven  ons should be reduced, 
which resulted in an automa  c shi   of the opera  onal 
band by 5 kopecks, to $ 350m. It should be reminded 
that, since mid-2012, the accumulated amount of its 
FX interven  ons related to automa  c shi  s of the op-
era  onal band had been set at $ 450m, and then, from 
9 September 2013 onwards, at $ 400m. This recently 
introduced measure of the RF CB, designed to further 
increase the fl exibility of the ruble’s exchange rate, 
will establish the condi  ons for a gradual adapta  on 
of economic agents to exchange rate fl uctua  on and 
successful management of foreign exchange risks.  
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FINANCIAL MARKETS IN DECEMBER 2013
N.Andrievsky, E.Khudko

Dynamics of Russian stock market basic 
structural indices 
The MICEX index gained 1% in the period of De-

cember 2, 2013 thru December 23, 2013. The month-
ly lowest value was reached at 1429,25 points over 
three trading days since the beginning of the month 
when the index lost 3%.It was the shares of Norilsky 
Nickel, VTB and Rosne   that were basically respon-
sible for the gain in the MICEX index in December. 
The Norilsky Nickel stock demonstrated its high-
est value since the beginning of the month, having 
reached 8.4% by December 19, 2013. The the price 
of the stock rose mainly in response to the upcoming 
annual general mee  ng of shareholders at which the 
Board of Directors was expected to pay dividends ac-
coun  ng for 4% of the stock value as of the beginning 
of the month and 50% EBITDA at the end of three 
quarters in 2013. The VTB stock has been growing 
since December 16, 2013 in response to the news 
about a 2.4-fold increase in bank’s net profi t over 
11 months vs. 2012. Sberbank preferred shares lost 
more against other stocks in December 2013, having 
fallen 6% in the period between the beginning of the 
month and December 17, 2013. 

Nonetheless, annual results remained posi  ve for 
the Sberbank stock despite a nega  ve price dynamic s 
in December 2013: the preferred shares gained 21.2% 
in the period of December 24, 2012 thru Decem-
ber 23, 2013 during the year while its common shares 
rose 10.8% during the same period. It should be noted 
that Norilsky Nickel and VTB lost 4.7% and 9.4% res-
pec  vely during the same period. 

The sector indices saw growth at the end of the 
12th month of 2013, except the consumer sector com-
panies index which lost 0.5% in the period between 
the beginning of the month and December 23, 2013. 
The energy sector index was leading in growth, its 
growth rate increased 9.5% in the period between the 
beginning of the month and December 23, 2013. The 

The MICEX Index growth during the last month in 2013 has been governed basically by steady gaining Norilsky 
Nickel’s stocks in response to informa  on about the enterprise’s successful performance. In general, however, 
it is Sberbank’s preferred stock that remains most profi table investment at year end. The MICEX stock market 
capitaliza  on amounted to Rb 25,02 trillion (38.45% of GDP) by December 20, 2013. Posi  ve dynamics of the key 
indicators such as market volume and market index has died out in the corporate bond market. At the same  me, 
issuers and investors keep showing a high level of ac  vity. The situa  on with issuers’ discharge of their obliga-
 ons to bondholders remain stable in December 2013.
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Source: RBK Quote.  
Fig. 1. Dynamics of the MICEX index and futures Brent oil prices 

in the period of 08 January 8, 2013 thru December 18, 2013
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Fig. 2. Blue chips growth rates in the Moscow 
Stock Exchange in August 2013 (over a period 

since the beginning of the month) 
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shares of Rosse  , MOESK, and OGK-2 were the key 
growth drivers for the index. 

According to the Emerging Por  olio Fund Research 
(EPFR), Russian market-oriented founda  ons saw a capi-
tal ou  low of $70m in the period of November 28, 2013 
thru December 12, 2013. Russia’s stock market (MICEX) 
capitaliza  on totaled Rb 25 trillion (38.05% of GDP) 
as of December 20, 2013, having shown a decline of 
Rb 880,6bn (3.6%) against the value observed as of 
December 2, 2013. The share of the mineral extrac  on 
sector remained at the level of capitaliza  on, 49%. The 
manufacturing sector and fi nancial sector accounted for 
12.8% and 14.6% respec  vely of capitaliza  on. 

Corporate bond market
The Russian domes  c corporate bond market volu-

me (measured by the par value of outstanding secu-
ri  es denominated in the na  onal currency, including 
those issued by non-residents) saw a signifi cant slow-
down in growth rates in December 2013. By the end of 
December 2013 this indicator reached Rb 5069,4bn, as 
li  le as 0.8% above the value observed at the end of 
November 20131. It should be noted that growth in the 
market capacity was associated with the replacement 
of redeemed bond issues with new ones of a bigger 
volume, because the quan  ty of bond issues remained 
the same and the number of issuers in the bond seg-
ment (355 issuers against 354 companies as of the pre-
vious month end) even declined from year to month 
(1034 corporate bond issues registered in the na  onal 
currency against 1039 at the previous month end). In 
addi  on, there are outstanding 12 USD-denominated 
bond issues of Russian issuers (a total of more than 
$1.8bn), and a JPY-denominated bond issue. 

Investment ac  vity in the secondary corporate 
bond market in December 2013 increased again a  er 
insignifi cant decline in the previous month but failed 
to reach the trading level of the last three quarters. 
For instance, in the period of November 26, 2013 thru 
December 19, 2013, total volume of transac  ons in 
the Moscow Stock Market amounted to Rb 160,5bn 
(trading volume in the period of October 24, 2013 thru 
25 November 2013 amounted to Rb 148,8bn), where-
as the number of transac  ons declined to 23,500 in 
the period under review (29,500 transac  ons in the 
previous period)2. Such a trading dynamics shows 
that major transac  ons with securi  es were domi-
na  ng. Furthermore, it should be noted that trading 
volumes were determined mostly by domes  c inves-
tors, because interna  onal investors have been less 
ac  ve in the bond markets over the last few weeks. 
The Russia corporate bond market index IFX-Cbonds 

1  According to Rusbonds informa  on agency. 
2  According to Finam Investment Company. 

remained unchanged in December 2013 a  er a long-
las  ng growth. By the end of December 2013 it gained 
0.3 points (or 0.08%) as compared to the correspond-
ing value observed at the end of the previous month. 
Unlikewise, a  er a few months of stabiliza  on the 
corporate bond average weighted yield skyrocketed 
by 8.64% by the end of December 2013 against 8.05% 
at the end of November 2013 (Fig. 6), having reached 
its highest in 2013, with most of the growth being ob-
served in the second half of December 20133. 

The corporate bond yield rose in response to mount-
ing tensions in the banking sector, leading unavoidably 
to a credibility crisis, and downgraded credit rankings 
and/or forecasts for major issuers, namely CJSC Globex 
Bank, OJSC OPT Bank, OJSC Sovcomfl ot, CJSC TransTe-
leCom. Furthermore, the yield was also aff ected by in-
fl a  on which is expected to exceed a forecast ceiling of 
6% at the 2013 year-end. Neither do macroeconomic 

3  According to Cbonds Informa  on Agency. 
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sta  s  cs seem to be op  mis  c for investors (in par-
 cular, a decline in industrial output). 

The corporate bond por  olio dura  on value skyrock-
eted as much as the yield did. The dura  on was 737 
days as of the end of December 2013, which is 74 days 
longer than the value observed as of the end of the 
previous month. The higher value of dura  on due to 
skyrocketed interest rates refl ects signifi cant growth in 
maturity of fl ow of payments on bonds, and, therefore, 
of outstanding bond issues in the corporate segment. 

The most liquid segment of the corporate bond mar-
ket saw a strong yield of bond issues. Like in the previ-
ous months, it was fi nancial corporate issuers that ex-
perienced most signifi cant changes in their bond yield 
(more than 1 p.p.). The yield of bond issues of high-tech 
companies was growing in December 2013 (although 
this segment saw a two-month downtrend in the yield 
of its bond issues). The bond issues in the energy sector 
saw the same uptrend in the yield. The industrial sec-
tor experienced mixed trends in December 2013 against 
the previous few months. In par  cular, the yield of cer-
tain Gazprom bond issues decreased at month end1. 

In spite of the market slump in December 2013, Rus-
sian bond issuers were less ac  ve to register new bond 
issues as compared to the record-high ac  vity observed 
in November 2013. Nonetheless, their ac  vity remained 
at a high level. For instance, For instance, 15 issuers 
placed 38 bond issues denominated in rubles at an ag-
gregate par value of Rb 164,2bn in the period of No-
vember 26, 2013 thru December 19, 2013 (to compare, 
72 bond issues denominated in rubles at Rb 123,3bn 
were registered in the period of October 24, 2013 
thru November 25, 2013, and at Rb 123,3bn in Octo-
ber 2013). Major issues were registered by CJSC Credit 
Europe Bank, ZAO VTB 24-2 mortgage agent, LLC Trans-
Fin-M, LLC OBK Finance2. Listed bonds accounted for 
more than a half of the registered issues. Moreover, it 
should be noted that lots of long maturity mortgage se-
curi  es were registered in December 2013. This might 
increase considerably the average dura  on in the mar-
ket in case of successful bond placement and stabiliza-
 on of interest rates in the market shortly. 

Investment ac  vity in the primary market increased 
signifi cantly in December 2013, having reached 
the highest value of the year, despite general pes-
simism of the market players. For instance, 15 issu-
ers placed 24 bond issues at an aggregate par value 
of Rb 218,2bn in the period of November 26, 2013 
thru December 19, 2013 (to compare, 28 series of 
bonds at Rb 116,4bn were placed in the period of 
October 24, 2013 thru November 25, 2013) (Fig. 7). 
Major bond issues were placed by OJSC Russian Rail-

1  According to Finam Investment Company. 
2  According to Rusbonds informa  on agency. 

ways, OJSC Gazprom (CJSC VTB 24-2 mortgage agent, 
ОАО Federal Grid Company of United Energy System 
(FGC UES), Vnesheconombank3). The sta  s  cs of IPOs 
as well as registra  on of issues shows long maturi-
 es in December 2013. One issuer, a mortgage agent, 

managed to borrow for a period of 46 years, two oth-
ers borrowed for 25 years, while the FGC UES and 
Gazprom borrowed for 35 and 30 years respec  vely. 

Despite growing investment ac  vity in Decem-
ber 2013, seven series of bond issues were declared 

void by the Bank of Russia Financial Markets Service 
for non-placement of a single bond (no bond issues 
were declared void for the same reason in the previ-
ous month)4. In this case, however, it refers to bonds 
issues (including debut bond issues) off ered by basi-
cally middle-range issuers. 

In the period of November 26, 2013 thru Decem-
ber 19, 2013, all of the 23 issuers redeemed their bond 
issuers at an aggregate value of Rb 68,2bn in the due 
date (to compare, all of the issuers discharged their 
obliga  ons and no technical default was announced 
in the preceding period). This is a posi  ve factor in 
the market. Four corporate bond issues at a total of 
Rb 3,0bn5 are to be redeemed In January 2014. 

Furthermore, like in the previous period, no re-
al default(s) on coupon yield payment and early 
redemp  on(s) of securi  es on put date were reported 
in the market in the period of November 26, 2013 thru 
December 19, 20136.  

3  According to Rusbonds informa  on agency. 
4  According to the Bank of Russia Financial Markets Service. 
5  According to Rusbonds company. 
6  According to Rusbonds company. 
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Source: According to Cbonds Informa  on Agency. 
Fig. 6. Dynamics of the Russian corporate bond 

market index and average weighted yield

Source: According to Rusbonds informa  on agency. 
Fig. 7. Dynamics of ini  al public off erings of corporate 

bonds denominated in the na  onal currency
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THE REAL SECTOR IN JANUARY SEPTEMBER 2013:
FACTORS AND TRENDS
O.Izryadnova

In 2013, the macroeconomic situa  on was character-
ized by gradual slowdown of economic dynamics and 
worsening of the prospects of development. Stagna  on 
of the Russian economy was jus  fi ed by a simultaneous 
nega  ve impact of both external and domes  c factors. 
The domes  c market was under the impact of reduc-
 on in the volumes of domes  c produc  on of goods 

and services for domes  c consump  on, as well as slow-
down of growth rates of import deliveries. In January–
November 2013, the volume of industrial output fell 
by 0.1% against the respec  ve period of the previous 
year. It is to be noted that during the past seven months 
of 2013 in the manufacturing industry which is aimed 
mostly at the domes  c market nega  ve annual and 
quarterly growth rates against the respec  ve periods of 
the previous year were registered. In January–Novem-
ber 2013 and November 2013, a slump in the manu-
facturing industry amounted to 0.6% and 0.9%, respec-
 vely, against the respec  ve periods of 2012. 

 From the second half of 2013, weak growth in the 
primary sector which situa  on was determined to a 
great extent by seasonal growth in fuel reserves both 
on the domes  c market and markets of tradi  onal 
exporter-countries of energy resources had a posi  ve 
eff ect on the specifi cs of the dynamics of industrial 
produc  on. 

The situa  on on the domes  c market was compli-
cated by prevalence of a trend of reduc  on of volumes 
of building and investment ac  vi  es and weakening of 
consumer demand. In January–November 2013, the 
index of investments in capital assets amounted to 
99.2% against 108.2% a year before, while the volume 
of work in building, to 98.7% against 103.6%. 

 In November 2013, with slowdown of growth rates 
both of households’ real income to 101.5% year on year 
(109.1% in November 2012) and real wages and salaries 
to 104.8% (106.7%) growth rates of the consumer de-
mand were falling increasingly. If in January–November 
2012 the retail trade volume and the market of paid ser-
vices rose by 6.5% and 3.8%, respec  vely, in the eleven 

On the basis of the results of January–September 2013, the index of the physical volume of GDP amounted to 
101.3% against the respec  ve period of the previous year. With the exis  ng dynamics of investment and con-
sumer demand, slowdown of growth rates of households’ income and decrease in the fi nancial performance 
of enterprises and en   es, on the basis of the results of 2013 the expected growth rates of GDP will amount to 
103–104%. From June 201, growth in the rate of unemployment renewed which factor would make the situa  on 
more complicated on the labor market early in 2014.

months of 2013 those indices amounted to 3.9% and 
2.2%, respec  vely. Also, the rate of reduc  on of con-
sumer ac  vi  es increased as a result of slowdown of 
growth rates of consumer lending and growing tensions 
on the labor market. From June 2013, the rate of un-
employment started to grow again. In November 2013, 
the total number of the unemployed increased by 4.1% 
year on year and amounted to 5.5% of the total number 
of the gainfully employed popula  on against the index 
of 5.2% a year before. 

In January–November 2013, transport cargo turn-
over increased insignifi cantly (by 0.4% against the 
respec  ve period of 2012) mainly due to growth in 
opera  ons of pipeline transport. In November 2013, 
growth of 6.8% and 18.3% in agricultural output 
against January–November 2012 and November 2012, 
respec  vely, has a posi  ve eff ect on the general eco-
nomic dynamics. 

In 2013, the economic situa  on was complicated by 
a steady decrease in fi nancial performances of enter-
prises and en   es which factor contributed to greater 

Agriculture
Manufacturing industries
Wholesale and retail trade
GDP
Production of primary products
Building
Transport and communications 

 

 

 

 

Jan–Sep

Source: The Rosstat. 
Fig. 1. Indices of GDP in physical terms and the gross value 
added by the type of economic ac  vi  es in the 2012-2013 
period as % of the respec  ve quarter of the previous year
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limita  on of funding of the current and investment 
ac  vi  es. Slowdown of retained profi t growth rates 
to 4.7% on the basis of the results of the nine months 
of 2013 against 26.3% a year before was jus  fi ed by a 
decrease in enterprises’ balanced fi nancial result. In 
January–September 2013, the balanced fi nancial result 
in the economy as a whole amounted to 83.3% of the 
index the year before, including in produc  on of prima-
ry products – 96.9%, manufacturing industry – 68.3%, 
produc  on and distribu  on of power, gas and water 
– 74.5% and transport – 83.3%. In January–November 
2013, in economy as a whole the profi tability of the 
sold goods amounted to 7.7% and was 2.3 p.p. lower 

than the respec  ve index of the previous year. Wors-
ening of fi nancial results against indices of the previous 
year can be explained by growth in costs. With a sudden 
slowdown of output volu mes and solvent demand, ad-
vanced growth in wages as compared to labor effi  ciency 
and growth in prices and tariff s on fuel and energy com-
modi  es, restrained pricing policy in the manufactur-
ing industry intensifi ed a trend of falling profi tability of 
produc  on. In January–September 2013, in the manu-
facturing industry the share of loss-making en   es was 
at the level of 29.7% and exceeded by 2.3 p.p. the re-
spec  ve index of the previous year. The most signifi cant 
drop in the balanced fi nancial result and profi tability 

Table 1
PROFITABILITY OF THE SOLD GOODS, PRODUCE AND SERVICES, AS WELL AS ASSETS OF ENTITIES BY THE TYPE 

OF ECONOMIC ACTIVITIES IN JANUARY SEPTEMBER 2012 2013, % 

 

Profi tability 
Sold goods, 

produce and services assets

2012 2013 2012 2013
Total 10 7.7 5.4 4.1
including:     
 agriculture 15.2 7.1 4.1 1.9
 fi shery, fi sh farming 23 19.7 12.2 7.8
 Produc  on of primary products 32.6 27.3 12 10
 including:     
 Produc  on of fuel and energy fossils 30.2 26.3 12 10.4
 Manufacturing industries 11.9 9.7 6.5 3.8
 including: 11.2 9.9 5.5 4.8
 Produc  on of food products     
 Tex  le and sewing industry 7.8 6.1 4.5 2.8
 Produc  on of leather, leather ar  cles and footwear 8.9 9.7 2.8 1.8
 Woodworking and produc  on of ar  cles 5.5 7 0.9 0.2
 Pulp and paper industry; 10.9 8.3 5 2.5
 Produc  on of charred coal and oil products 14 10.1 10.4 4.8
 Chemical industry 23.9 18.3 12.8 7.6
 Produc  on of rubber and plas  c ar  cles 8.5 10.1 6.2 5.5
 Produc  on of nonmetal mineral products 13.5 10.4 6.1 3.3
 Irons and steel industry and produc  on of fi nished products 12.2 10.7 6.1 3.8
 Produc  on of machines and equipment 7.3 7 3.1 2.3
 Produc  on of power equipment, 8.3 7.7 4.2 3
 Electronic equipment and op  cal equipment     
 Produc  on of transport means and equipment 6.8 5.8 2.4 1.5
 Produc  on and distribu  on of power, gas and water 3.8 4.1 1.5 1.2
 Building 3.8 3.5 1.7 1
 Wholesale and retail trade 8 6.7 6.9 5.8
 Hotels and restaurants 7.4 6.3 3.3 3
 Transport and communica  ons 13.8 11.3 4.2 3.5
 including:
 Railway transport opera  ons 7.8 3.3 1.9 0.7
 Other land carriage opera  ons -2.9 -6 0.8 0
 Pipeline transporta  on 17.1 15 5.9 4.8
 Communica  ons 27.7 28.3 7.4 7.7

Source: The Rosstat.
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was observed with the engineering sector and produc-
 on of engineering materials due to a reduc  on of de-

mand on the part of the building industry. On the basis 
of the results of January–September 2013, the produc-
er price index in the manufacturing industry amounted 
to 103.1% (104.2% a year before) with growth of 11.9% 
(24.4% a year before) and 9.8% (7.2%) in prices in pro-
duc  on of primary products and produc  on and distri-
bu  on of power, gas and water, respec  vely.

In production of fuel and energy primary prod-
ucts, a drop in profitability was intensified due to 

displacement of production into regions with more 
complex and high-cost conditions of production of 
fossil fuel. 

Low effi  ciency of u  liza  on of produc  on factors 
will remain a major factor behind low compe   ve-
ness of the Russian economy. Taking into account the 
dynamics of investments into capital assets, demo-
graphic factors, effi  ciency of labor and capital assets 
u  liza  on and power consump  on, poten  al annual 
growth rates of the Russian economy is at the level of 
1.5–2,0% in the short-term prospect.  
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RUSSIAN INDUSTRY IN NOVEMBER 2013
S.Tsukhlo

Demand on Industrial Produce  
In November, the dynamics of demand on industrial 

produce did not undergo principal changes as com-
pared to October as regards either the ini  al data or 
that cleared of a seasonal factor (Fig. 1). As a result, 
from the beginning of the second half-year growth 
rates of reduc  on of sales (a  er clearing of the sea-
sonal factor) remain within the limits of -9 points...-6 
points and is somewhat be  er than the result of re-
spec  ve months of the previous year. But the demand 
keeps falling. The above factor forms quite a large 
share of “below the norm” answers which yields just 
a li  le to the share of posi  ve es  mates of sales in 
the 4th quarter of 2013. Forecasts of sales have been 
losing op  mism during all the months of 2013 (except 
for May) and fell in November to -17 points though in 
January surged up to +28 points. Formal methods of 
clearing of the seasonal factor bring the results of ex-
pecta  ons of the past few months in the posi  ve area, 
though that result is rather small and unstable one and 
prone to a downward trend.

Stocks of Finished Products
Evalua  ons of stocks of fi nished products in the 

past few months form a posi  ve impact on the output 
of the Russian industry (Fig. 2). A  er a surge in June 
to +21 points, the index fell to +6 points by Novem-
ber; it is to be noted that the main losses related to 
redundancy took place in November. However growth 
in output due to the eff ect of es  mates of stocks alone 
without adequate changes in the dynamics of the de-
mand creates a basis for the next growth in their bal-
ance and subsequent slowdown of produc  on.

1  Surveys of managers of industrial enterprises are carried out 
by the Gaidar Ins  tute in accordance with the European harmo-
nized methods on a monthly basis from September 1992 and cover 
the en  re territory of the Russian Federa  on. The size of the panel 
includes about 1,100 enterprises with workforce exceeding 15% of 
workers employed in industry. The panel is shi  ed towards large 
enterprises by each sub-industry. The return of queries amounts 
to 65–70%.

 A detailed analysis of the system of indices of business surveys of the Gaidar Ins  tute1 showed that in Novem-
ber the Russian industry made an a  empt to break away from stagna  on. However, higher intensity of growth 
in produc  on and op  mism of output plans is supported so far by the es  mates of stocks of fi nished products, 
rather than the demand. U  liza  on of the pricing factor for promo  on of the demand is restrained by intense 
growth in costs at the end of the year.

Fig. 1

Fig. 2
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The Output
In November, the surveys’ data on the dynamic-

s of industrial output volumes showed some posi-
 ve changes in the index (Fig. 3). The ini  al balance 

(growth rates) rose by 2 points, while that cleared of 
a seasonal factor, by 3 points. Such a posi  ve change 
in the surveys’ data may result in a break of the exten-
ded stagna  on of industrial produc  on for at least one 
month as it is not supported so far by similar trends in 
the dynamics of sales. 

Prices of Enterprises
In November, the industry preserved a zero balan-

ce (growth) of actual price changes. So, for the two 
month running, enterprises’ selling prices by the en-
 re sector do not change (Fig. 4). However, by various 

industries the situa  on diff ers a great deal. According 
to surveys, the most drama  c drop in prices is ob-
served in the nonferrous industry where the balance 
of October-November amounts to -20 points. Similar 
changes – though of a smaller extent – are observed 
in the building materials industry (-10 points), too. In 
the ferrous industry, chemical industry, engineering 
and forest industry, there are zero balances, that is, 
prices are stable. In the fi rst two months of the 4thx-
quarter, growth in selling prices was registered only in 
the forest industry (+9 points) and the food industry 
(+31 points).

Enterprises’ Costs
Such a pricing policy contributes to actual and fu-

ture worsening of the fi nancial situa  on of the indus-
try. Such a conclusion is prompted by the data on the 
dynamics of costs. According to the data of the sur-
veys, in the 4th quarter of 2013 the cost of produc  on 
showed the most intense growth in the past 11 quar-
ters. The balance (the intensity of growth) of the index 
amounted to +30 points, though in the 2nd quarter it 
fell to +5 points which was the historic minimum. In 
the 3rd quarter of 2013 (that is, a  er a planned infl a-
 on surge early in the 2nd half year), it rose only to 

+20 points. Also, the result of the 4th quarter of 2013 
surpassed a surge of costs early in the year when the 
balance of changes rose only to +24 points. But, at pre-
sent, there can be no “planned” reasons for growth in 
prices on primary products and materials…

Actual Dynamics and Lay-Off  Plans
In autumn 2013, the dynamics of employment 

demonstrated defi nitely a more posi  ve situa  on 
than in the previous months and respec  ve months 
of 2012 (Fig. 5). In September–November, the average 
balance (the rate of change) amounted to -5 points, 
while in the fi rst eight months the value of the index 

Fig. 3

Fig. 4

Fig. 5
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was equal to -10 points. The extent of intensity of lay-
off s of workers at industrial enterprises seems to be 
going downwards, but reduc  on of those employed in 
industry con  nues. Plans of a change in the number of 
workers are becoming not that gloomy as a year be-
fore. For two months running, they stabilized at the 
level of -15 points, that is, the extent of lay-off s is ex-
pected to be higher than that of hiring.

Enterprises’ Investment Plans
The Russian industry is s  ll unprepared to invest 

in its own produc  on. For four months running, the 
balance of investment plans of enterprises is in the 
nega  ve zone at the level of the post-crisis minimum 
(Fig. 6). Inten  ons to scale down investments are s  ll 
higher than those to increase them. But in November 
2013, there was another nega  ve result. For the fi rst 
 me since the beginning of 2010, the share of the “will 

decrease” answers became equal to that of the “will 
not change” answers». If stagna  on expands in the 
Russian industry a li  le more, there will be absolute 
prevalence of enterprises which scale down invest-
ments in their own produc  on.

Lending to Industry
Condi  ons of lending to industry have remained 

on the same level for over three years. The aggregate 
availability of loans is within the limits of 69–75% on 
average in the industry in general from May 2010. 

However, within that period the rate off ered by banks 
on ruble loans fell from 15% per annum to 11.8% 
against October 2011 and then rose to 13.1% by Feb-
ruary 2013 and fell again to 12.4% by November 2013. 
In the 4th quarter of 2013, the lowest interest rates 
were off ered by banks to the iron and steel industry 
and the chemical industry (11%), engineering (12.1%) 
and food industry (12.7%), while the highest interest 
rates (13.9%) were off ered to the building industry and 
the light industry.  

Fig. 6
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INVESTMENTS IN CAPITAL ASSETS IN JANUARY NOVEMBER 2013
O.Izryadnova

On the basis of the results of January–Novem-
ber 2013, investments in capital assets amounted to 
99.2% of the index of the respec  ve period of the pre-
vious year, while on the basis of the results Novem-
ber 2013, to 100.2% of the level of November 2012. 
In 2013, reduc  on of investments in capital assets was 
quite predictable and determined by low business 
ac  vi  es late in 2012. Stabiliza  on of investments in 
capital assets in the 1st quarter of 2013 at the level of 
the previous year was changed by a drop of 1.7% and 
1.2% in the 2nd quarter of 2013 and the 3rd quarter of 
2013, respec  vely. On the basis of January–Septem-
ber 2013, investments in capital assets amounted to 
98.6%, while the volume of jobs done in building, to 
98.9% of the index of the respec  ve period of 2012. In 
January–September 2013, the share of investments in 
GDP was equal to 16.6% and turned out to be 0.5 p.p. 
lower than the index of the respec  ve period of the 
previous year. 

Dynamics of investments in capital assets is diff er-
en  ated by large and small enterprises. With a 1.2% 
decrease in the total volume of investments in capital 
assets in January–September 2013, in the segment of 
large and mid-sized enterprises investments in capital 
assets fell by 6.9%.  

In January–September 2013, changes in the pat-
tern of investments in capital assets by the type of 

The situa  on in the investment sphere remains tense despite the fact that in November 2013 growth rates of 
investments in capital assets entered the posi  ve zone and amounted to 100.2% year on year a  er a drop in the 
previous three months. In January-November 2013, investments in capital assets amounted to 99.2% of the level 
of the respec  ve period of 2012. Despite a low base of December 2012, on the basis of the results of 2013 annual 
growth rates can hardly exceed those of 2012. Reduc  on of volumes of building with growing rates of commis-
sioning of housing and reduc  on of volumes of incomplete building may result in a sharp drop in business ac  vi-
 es in the building and investment complex early in 2014.

econo mic ac  vi  es were determined by a sharp drop 
in building and investment ac  vi  es in industry and 
transport whose aggregate share accounted for nearly 
70% of investments in the economy. The volume of 
investments in transport amounted to 81.5% of the 
index of January–September 2012 which factor is re-
lated, on one side, to comple  on of large investment 
projects in the pipeline industry and, on the other side, 
to reduc  on of investments in the railway transport as 
a result of a drop in cargo turnover volumes, a 63.9% 

Source: The Rosstat. 
Fig. 1. Dynamics of investments in capital assets 

in the 2008–2013 period as % 
of the respec  ve quarter of the previous year

Table 1
DYNAMICS OF THE PHYSICAL VOLUME OF INVESTMENTS IN CAPITAL ASSETS IN JANUARY SEPTEMBER 2009 2012 

AS % OF THE RESPECTIVE PERIOD OF THE PREVIOUS YEAR 
2009 2010 2011 2012 2013

Investments in capital assets (by a full range of en   es, includ-
ing recalcula  ons in respect of investments which are not ob-
served by means of direct sta  s  cal methods)

81.1 103.7 105.0 109.6 98.6

Large and mid-sized en   es (investments in capital assets with-
out small business en   es and the volume of investments which 
are not observed by means of direct sta  s  cal methods) 

86.7 96.2 112.1 108.6 93.1

Source: The Rosstat.
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decrease in fi nancial results of railway transport en  -
 es within the same period and a drop in profi tability 

to 3.3% against 7.8%.  
In industry, investments in capital assets amounted 

to 92.1% of the index of January–September 2012. The 
specifi cs of the investment process in January–Sep-
tember 2013 consisted in prevalence of the posi  ve 
dynamics of investments in capital assets in the manu-
facturing sector (103.0% against January–September 
2012) with a drop in investments in produc  on of 
primary products (93.1%) and produc  on and distri-
bu  on of power, gas and water (90.6%). In January–
September 2013, as compared to the average level in 
the manufacturing sector investments in capital assets 
increased at advanced rates in produc  on of transport 
means (118.3%), machines and equipment (122.7%), 
chemical produce (135.1%) and charred coal and oil 
products (116.2%). 

 It is to be noted that in most lines of ac  vi  es in 
the manufacturing sector inconsistent dynamics and 
reduc  on of the extent of investments in capital as-
sets in the past fi ve years were the consequences of 
both the 2008 acute investment crisis and a lack of ad-
equate measures to bring produc  on in harmony with 
the market situa  on. 

In January–September 2013, a 2.8% growth in in-
vestments in capital assets in the manufacturing sector 
against January–September 2008 was mainly jus  fi ed 
by growth in ac  vi  es in produc  on of oil products and 
chemical produce (Fig. 2). The above can be explained 
by implementa  on by oil companies of plans to mod-
ernize oil refi neries in order to deepen oil refi nery pro-
cessing due to the forthcoming raising (from the year 
2015) of the export du  es on residual oil to the level of 
the export duty on oil. According to agreements con-
cluded in the second half of 2011 and later adjusted 
agreements between oil companies and the federal 
authori  es on moderniza  on of produc  on capaci  es, 
in 2012 only ten simple refi nery plants were commis-
sioned instead of the planned 15 plants. With taking 
into account viola  ons of the established deadlines for 
overhaul, moderniza  on and building of new oil refi ner-
ies, the peak of investment ac  vi  es by oil companies in 
produc  on of oil products was to take place in 2013. In 
the 2013–2015 period, investments in capital assets in 
produc  on of oil products are expected in the volume 
of Rb 1,253bn, while effi  ciency in the oil refi nery sector 
will increase by 17% by the year 2015 on the basis of 
output of motor gasoline and diesel fuel produced out 
of a ton of oil as compared to 2011.  

Table 2
INVESTMENTS IN CAPITAL ASSETS WITHOUT SMALL BUSINESS ENTITIES AND THE VOLUME OF INVESTMENTS 

WHICH ARE NOT OBSERVED BY DIRECT STATISTICAL METHODS  IN JANUARY SEPTEMBER 2009 2013 
Growth rates as % of the respec-

 ve period of the previous year Pa  ern as % of the result

2009 2010 2011 2012 2013 2009 2010 2011 2012 2013
Total 86.7 96.2 112.1 108.6 93.1 100 100 100 100 100
Agriculture 75.4 97.2 120.9 97.1 103.5 3.5 3.3 3.5 3.2 3.4
fi shery and fi sh farming 81.2 97.6 125.7 174.7 93.8 0.05 0.1 0.1 0.1 0.1
Industry 91.8 100.1 111.1 115.2 92.1 46.0 47.2 47.2 49.2 50.7
Produc  on of primary products 88.7 95.7 116.9 115.8 93.1 19.1 18.7 19.5 20.3 21.2
Produc  on of fuel and energy fossils 89.2 96.2 114 115.6 90.8 17.5 17.3 17.6 18.4 19
Manufacturing industries 83.3 95.9 108.3 115.4 103.0 17 16.6 16.2 17.2 18.5
Produc  on and distribu  on 
of power, gas and water 105.1 116.3 106 113.2 90.6 9.9 11.9 11.5 11.7 11

Building 72.9 101.5 92.4 80.2 98 2.9 2.6 2.3 1.8 1.9
Wholesale and retail trade 68.9 100.8 100.6 106.6 113.5 2.1 2.4 2.3 2.1 2.7
Hotels and restaurants 104.5 112.4 109.4 64.2 134.7 0.4 0.4 0.4 0.3 0.8
Transport and communica  ons 97.6 97.3 119 102.4 81.5 26.3 25.8 27.5 26.2 21.5
Railway carriage 89.1 116.3 93.3 99.7 84.1 4.4 6.2 5 4.6 3.8
Pipeline transporta  on 126.8 97.2 131.6 96.3 66.6 10.1 9.3 11.1 9.8 6.5
Communica  ons 64.1 109.3 137.9 105.2 84.2 2.9 3.1 3.5 3.3 2.8
Financial ac  vi  es 110.8 86.2 133.9 127 89.4 1.6 1.1 1.3 1.6 1.7
Real estate opera  ons 69,7 96.6 99.4 113.1 100.3 9.4 9.2 7.8 7.8 9.1
State management 93.8 78.1 106.3 104.4 91.5 1.8 1.4 1.2 1.4 1.4
Educa  on 82.7 105.7 121.6 96.2 99.9 1.7 1.8 1.8 1.6 1.6
Healthcare and provision 79.9 107.2 97.4 114.7 98.1 1.9 2 1.6 1.7 1.7
Provision of other services 79.6 104.9 125.8 111.1 117.1 2.4 2.7 3.0 3.0 3.4

Source: The Rosstat.
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Growth in investments in capital assets in the chem-
ical industry was jus  fi ed by commissioning of the To-
bolsk-Polimer polypropene produc  on complex (OAO 
SIRBUR Holding) in October 2013; investments in the 
above complex amounted to Rb 62bn. Implementa-
 on of the project was carried out both at the expense 

of the SIBUR Company’s own funds and a  rac  on of 
project fi nancing from the Vneshekonombank and a 
number of large interna  onal commercial banks and 
banks of development. 

In January–September 2013, the pa  ern of invest-
ments in capital assets by the type of capital funds was 
transformed due to growth in volumes and the share 
of investments in development of housing, as well as 
produc  on of machines, equipment and transport 
means with a decrease in the unit weight of invest-
ments in nonresiden  al buildings and facili  es. In the 
past four years, the share of investments in purchas-
ing of domes  c machines and equipment in the total 
volume of investments in capital assets was gradually 
growing.  However, in January–September 2013 the 
share of import machines, equipment and transport 

.means in the total volume of investments in machines, 
equipment and transport means rose to 17.7% against 
17.3% in January–September 2012. Advanced growth 
in the investment import as compared to the dynamics 
of investments in capital assets points to insuffi  cient 
development of domes  c produc  on of capital goods. 

The specifi cs of the post-crisis development of the 
building and investment complex consist in exceeding-
ly reserved renewal of investment volumes in housing 
development. In January–September 2013, advanced 
growth in investment volumes in housing develop-
ment as compared to the general dynamics of invest-
ments in capital assets and building of nonresiden  al 
premises was observed. 

The posi  ve dynamics of commissioning of resi-
den  al housing was registered from the second half 
of 2011 and determined by some improvement in the 
funding situa  on. In January–September 2013, the en-
  es of all the forms of incorpora  on commissioned 

38.7m sq. m. of housing which is 12.0% more than 
in the respec  ve period of 2012. However, it is to be 
noted that in 2013 a substan  al gap between the rates 

Source: the Rosstat.
Fig. 2. Growth rates of investments in capital assets in the manufacturing sector 

in January–September 2013 as % of January–September 2008

Table 3
THE PATTERN OF INVESTMENTS IN CAPITAL ASSETS BY THE TYPE OF CAPITAL FUNDS IN JANUARY SEPTEMBER 

2009 2012 WITHOUT SMALL BUSINESS ENTITIES AND PARAMETERS OF INFORMAL ACTIVITIES , 
% OF THE RESULT

Billion Rb  % of the result
2009 2010 2011 2012 2013 2009 2010 2011 2012 2013

Investments in capital assets 3604.4 3712.5 4581.7 5461.4 5703.6 100 100 100 100 100
including:
housing 221.5 225.4 222.3 260.2 314.0 6.1 6.1 4.8 4.8 5.5

buildings (except for residen-
 al ones) and facili  es 1974.8 1991.8 2477.6 2847.1 2905.0 54.8 53.6 54.1 52.1 50.9

machines, equipment and 
transport means 1119.2 1209.0 1529.0 1954.4 1992.6 31.1 32.6 33.2 35.8 35.0

Including: import ones 257.4 244.6 313.7 338.2 351.1 7.1 6.6 6.8 6.2 6.2
Other 288.9 286.3 361.6 399.7 492 8.0 7.7 7.9 7.3 8.6

Source: The Rosstat.



of commissioning and the volumes of building is highly 
likely to result in a drama  c slump in the building in-
dustry early in 2014.

In the 2010–2013 period, changes in volumes of in-
vestments in housing development in absolute terms 
are accompanied by a change in the funding pa  ern by 
the source of fi nancing. Both the volume and the share 
of households’ funds in shared housing development 
increase, while the share of en   es’ funds decreases. 
Growth in households’ investment ac  vi  es was sup-
ported by expansion of the extent of lending. In Janu-
ary–September 2013, the newly extended mortgage 
loans amounted to Rb 894.4bn and increased by 25% 
as compared to the respec  ve period of 2012.  

In January–September 2013, despite slowdown of 
growth rates of enterprises’ output, demand and pro-
ceeds prevalence of u  liza  on of enterprises’ own 
funds in fi nancing of investment programs remained. 
On the basis of the results of January–September 
2013, the share of enterprises’ own funds in the pat-
tern of investments in capital assets rose to 49.0% and 
exceeded by 1.3 p.p. the index of the respec  ve period 
of the previous year. 
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In January–September 2013, Rb 877.6bn worth of 
investments in capital assets was fi nanced at the ex-
pense of budget funds which amount is equal to 15.4% 
and 30.2% of the total volume of investments in the 
economy and the volume of the a  racted funds, re-
spec  vely. Growth in the extent of fi nancing of invest-
ments at the expense of federal budget funds made 
up for the reserved par  cipa  on on the part budgets 
of cons  tuent en   es of the Russian Federa  on. In 
2013, in the federal target investment program (FTIP) 
Rb 869.5bn worth of federal budget funds was envis-
aged.  In the beginning of the 4th quarter of 2013, in 
accordance with the established procedure a number 
of changes were introduced: the volume of budget 
alloca  ons envisaged for implementa  on of the FTIP 
in 2013 amounted to Rb 887.4bn as of November 1, 
2013 including the volume of budget investments in 
the amount of Rb 774.8bn. According to the data of 
the Rosstat, in January–October 2013 the level of fi -
nancing of budget alloca  ons envisaged for imple-
menta  on of the FTIP amounted to Rb 366.9bn or 
57.9% of the annual quota. In January–October 2013, 
u  liza  on of funds at the expense of all the sources 

Table 4
THE PATTERN OF INVESTMENTS IN CAPITAL ASSETS BY THE SOURCE OF FUNDING IN JANUARY SEPTEMBER 

2009 2013 WITHOUT SMALL BUSINESS ENTITIES AND THE VOLUME OF INVESTMENTS 
WHICH CANNOT BE OBSERVED BY MEANS OF STATISTICAL METHODS

Billion Rb in current prices  % of the result
2009 2010 2011 2012 2013 2009 2010 2011 2012 2013

Investments in capital assets 3604.4 3712.5 4581.7 5461.4 5703.6 100 100 100 100 100
 Own funds 1378.8 1597.7 2075.7 2604.3 2797.1 38.3 43 45.3 47.7 49
 Profi t le   at en   es’ disposal 559.2 593.7 804.5 1043.5  15.5 16 17.6 19.1 н/д 
 A  racted funds 2225.6 2114.8 2506 2857.1 2906.5 61.7 57 54.7 52.3 51
 Bank loans 398.8 337.7 393.2 444.8 566.7 11.1 9.1 8.6 8.2 9.9
Including loans extend-
ed by foreign banks 123 99.5 84.7 80.2 60.5 3.4 2.7 1.8 1.5 1.1

 Other en   es’ borrowed funds 320.2 244.3 252.5 307.9 386.9 8.9 6.6 5.5 5.6 6.8
 Budget funds 676.3 644.9 744.3 777.6 877.6 18.7 17.4 16.2 14.2 15.4
 out of the federal budget 309.7 316.9 368.7 384.2 462.3 8.6 8.5 8 7 8.1
 out of budgets of cons  tuent en  -
 es of the Russian Federa  on 327.7 288.1 338.8 339.9 362 9.1 7.8 7.4 6.2 6.4

 out of local budgets 38.9 39.9 36.8 53.5 53.3 1 1.1 0.8 1 0.9
 Extra-budgetary funds 6.2 11.8 9.3 14.6 20.7 0.2 0.3 0.2 0.3 0.4
 En   es and households‘ funds a  ract-
ed for shared housing development 93 73.8 82 115.8 145.6 2.6 2 1.8 2.1 2.6

Including households’ funds 37.6 41.7 51.2 76 116.8 1 1.1 1.1 1.4 2
other 731.1 802.3 1024.7 1196.4 909 20.2 21.6 22.4 21.9 15.9
Funds of superior en   es 584.3 621.4 824.7 1033.6 685.6 16.2 16.7 18 18.9 12
Funds received from issu-
ing of corporate bonds 2,5 0,8 45,6 0,05 5 0,1 0,02 1 0 0,1

Funds received from issuing of equi  es 27,3 52,8 48,1 62,8 50,6 0,8 1,4 1 1,1 0,9
 Out of the total volume of investments 
in capital assets – investments abroad 193,8 178,2 167,3 179,8 144,8 5,4 4,8 3,7 3,3 2,5

Source: The Rosstat.
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of fi nancing amounted to Rb 278.9bn or 41.6% of the 
envisaged annual volume of funds at the expense of 
all the sources.

It is to be noted that according to the data of the 
Rosstat, in the period under review fi nancing of 31.1% 
of projects under the FTIP program was not started. 
In 2013, it was envisaged to fi nance 3,001 projects 
and construc  ons and commission 1,040 projects. Ac-
cording to the data of the Rosstat, within 10 months 
of 2013 73 projects were commissioned, that is, 7% of 
the total number of projects which are to be commis-
sioned this year. The main factor behind un  mely start 
of implementa  on of measures s  ll consists in the fact 
that the main administrators of budget funds li  ed 
late the limita  ons on funding.

With the general trend of renewal of par  cipa  on 
of the banking sector in fi nancing of investment ac  vi-
 es, it is diffi  cult to assess unambiguously its eff ect on 

the business ac  vi  es in the building industry. In Janu-
ary–September 2013, the share of bank loans in the 
pa  ern of sources of funding amounted to 9.9% and 
exceeded by 1.7 p.p. the index of the respec  ve period 
of the previous year. In the past three years, in the pat-
tern of bank lending the volume and share of Russian 
banks’ loans which replace foreign banks’ loans are 
growing. As compared to January–September 2012, 
loans of Russian banks increased by Rb 141.6bn, while 
those of foreign banks decreased by Rb 19.7bn. 

Within the nine months of 2013, a drama  c drop 
of 24.6% and 33.7% in funds allocated for investment 
purposes by foreign banks and superior en   es, re-
spec  vely, was registered as compared to January–
September 2012.  

In January–September 2013, the volume of foreign 
investments in capital assets decreased, while their 
share in the volume of investments in the Russian 
economy fell to 2.5% against 3.3% a year earlier. A cap-
ital fl ight trend had a nega  ve eff ect on the extent of 
par  cipa  on by foreign banks in funding of investment 
programs: in January–September 2013 the capital out-
fl ow amounted to $48.1bn and exceeded by $1.7bn 
the index of the respec  ve period of the previous year. 
Russian companies invest more willingly abroad: in 
January–September 2013 investments in the Russian 
economy amounted to $132.4bn while Russian invest-
ments abroad, to $162.3bn. 

In January–September 2013, the share of invest-
ments of superior en   es in the pa  ern of sources of 
funding fell to 12.0% against 18.9% a year before. As in 
the Russian prac  ce the funds of superior en   es are 
represented by large holdings, joint-stock companies 
and fi nancial and industrial groups with state par  ci-
pa  on, a drop in ac  vi  es by those ins  tu  onal inves-
tors had a rather nega  ve eff ect on the dynamics of 
the Russian economy.  

With GDP growth rates expected within the limits 
of 101.3–101.5%, on the basis of the results of 2013 
stabiliza  on of the volumes of investments in capital 
assets at the level of the previous year is likely. In such 
a case, a drop in the share of investments in capital 
assets both in GDP and the value of gross na  onal sa-
vings will create diffi  cul  es in implementa  on of in-
vestment programs early in 2014 taking into account 
the fact that the exis  ng prac  ce of fi nancing of in-
vestment expenditures by means of budget funds is 
normally rather inert in the 1st quarter.   
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FOREIGN INVESTMENTS IN JANUARY SEPTEMBER 2013
E.I ukhina

As of the end of September 2013, the accumu-
lated foreign capital in the Russian Federa  on with-
out taking into account the monetary authori  es and 
commercial and savings banks, but including ruble 
investments recalculated into US dollars amounted 
to $379.3bn which is 4.7% and 7.3% higher than the 
index as of January 1, 2013 and the index of October 1, 
2012, respec  vely. 

In 2013, the total volume of the received foreign in-
vestments into the Russian economy increased thanks 
to growth both in direct and other investments. 

In 2013, the quarterly volume of foreign invest-
ments kept steadily decreasing from $61.4m in the 
1st quarter to $33.6m in the 3rd quarter. In the 3rd quar-
ter of 2013, a 15.3% decrease was registered as com-
pared to the respec  ve period of 2012. 

Growth in direct investments by foreign investors 
into the Russian economy as compared to the respec-
 ve periods of the previous year was registered during 

the three quarters of 2013 (in the 3rd quarter of 2013 
growth amounted to 38.3%). 

A drop in other investments as compared to the re-
spec  ve periods of 2012 was observed for two quar-
ters running (in the 3rd quarter of 2012 a decrease 
amounted to 22.0%).

In the por  olio investments segment, in the 3rd quar-
ter of 2013 a drop as compared to the respec  ve period 
of 2012 was registered, too (it amounted to 69.6%). 

In January–September 2013, as compared to the respec  ve period of the previous year foreign investments into 
Russian economy rose by 15.7% which is jus  fi ed by growth in direct investments and other investments carried 
out on a recurrent basis.  The shares of the above investments in the aggregate pa  ern of foreign investments 
amounted to 14.1% and 85.6%, respec  vely. The share of por  olio investments is es  mated at 0.3%. The industry 
has become the most a  rac  ve area for foreign investors. Within nine months of 2013, the largest volume of 
investments to the Russian Federa  on came from Switzerland, that is, 14.5% of all the foreign investments in the 
Russian economy. The volume of the withdrawn capital fell by 9.2% and amounted to 68.4% of the volume of the 
received foreign investments. 

Diff erent quarterly dynamics by the lines of foreign 
investments into the Russian economy demonstrates 
the following changes in the pa  ern of foreign invest-
ments: on the basis of the results of nine months of 
2013 the shares of other investments and por  olio 
foreign investments fell to 85.6% and 0.3%, respec-
 vely (for nine months of 2012 – 87.9% and 1.84%, re-

spec  vely), while the unit weight of direct investments 
rose to 14.1% (for nine months of 2012 – 10.7%).

In the 3rd quarter of 2013, concentra  on of foreign in-
vestments in the fi nancial sector, industry and commerce 
remained with 88.2% of the aggregate volume of foreign 
investments into the Russian Federa  on directed into the 
above areas (96.4% and 88.2% in the 1st quarter and 2nd 

Table 1
THE PATTERN OF FOREIGN INVESTMENTS INTO THE RUSSIAN ECONOMY IN JANUARY SEPTEMBER 2010 2013

In million USD As % of the previous year
Total Direct Por  olio Other Total Direct Por  olio Other

2010 47 488 8 196 866 38 426 86.8 82.2 85.0 87.8
2011 133 784 11 736 535 121 513 281.7 143.2 61.8 316.2
2012 114 463 12 277 1 571 100 615 85.6 104.6 293.6 82.8
2013 132 385 18 610 441 113 334 115.7 151.6 28.1 112.6

Source: The Rosstat.

Source: The Rosstat.
Fig. 1. Quarterly dynamics of foreign investments 

into the Russian Federa  on in 2010–2013
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quarter of 2012, respec  vely). It is to be noted that in the 
3rd quarter of 2013 foreign investments in industry rose 
by 10.2% as compared to the 3rd quarter of 2012, while 
those in commerce and the fi nancial sector fell by 21.8% 
and 54.2%, respec  vely.

On the basis of the results of nine months of 2013, 
foreign investments into the fi nancial sector fell 59.3% 
as compared to January–September 2012, while those 
in industry and commerce rose by 80.7% and 24.3%, 
respec  vely. Substan  al growth in investments into 
industry with more moderate growth in investments 
in other sectors of the economy resulted in changes 
in the sectorial pa  ern of foreign investments as com-
pared to the previous year.

On the basis of the results of 9 months of 2013, in the 
pa  ern of foreign investments into industry the leader 
of growth was the manufacturing industry. As compared 
to January–September 2012, investments into that in-
dustry rose 2.4  mes over (in 2012 growth amounted to 
11.1%). Within the nine months of 2013, foreign invest-
ments into produc  on of primary products were 35.5% 
less than in January–March 2012 (a 10.5% decrease was 
registered in 2012). It is to be noted that in the 3rd quar-
ter of 2013 growth of 8.5% in foreign investments into 
produc  on of primary products was registered as com-
pared to the 3rd quarter of 2012, while in the above peri-
od the growth rates of investments into manufacturing 
industries slowed down to 0.7%.

On the basis of the results of the nine months of 
2013, in the manufacturing industry investments into 
produc  on of charred coal and oil products increased 
3.7  mes over to $45.6bn. The above growth was pri-
marily ensured at the expense of investments in the 1st 
quarter, while in the 3rd quarter of 2013 investments 
in that industry rose by 22.0% as compared to the 3rd 
quarter of 2012. In January–September 2013, invest-

ments into the chemical industry amounted to $4.9bn 
which is 100% higher than the respec  ve index of 2012 
(in the 3rd quarter of 2013 foreign investments into the 
chemical industry rose 2.9  mes over). During the nine 
months of 2013, as compared to the same period of 
2012 foreign investments into the iron and steel indus-
try rose by 43.4% to $9.9bn (growth in that industry 
was ensured by investments in the 2nd quarter, while 
in the 3rd quarter a decrease against the respec  ve pe-
riod of the previous year amounted to 42.3%). In 2013, 
a drop in foreign investments into the fuel industry 
was registered on a quarterly basis; on the basis of the 
results of nine months investments into that industry 
amounted to $6.7bn which is 44.8% lower than in the 
respec  ve period of 2012.

Diff erences in the dynamics by sectors were refl ect-
ed in a change in the quarterly sectorial pa  ern of for-
eign investments into industry.

On the basis of the results of the nine months of 
2013, the unit weight of direct investments into indus-
try decreased as compared to the previous year from 

Table 2
SECTORIAL STRUCTURE OF FOREIGN INVESTMENTS INTO THE RUSSIAN ECONOMY IN JANUARY SEPTEMBER 

2011 2013

In million USD Change as % of the 
previous year As % of the total

2011 2012 2013 2011 2012 2013 2011 2012 2013
Industry 44 291 46 343 83 721 158.1 104.6 180.7 33.1 40.5 63.2
Transport and communica  ons 5 494 3 377 3 190 139 61.5 94.5 4.1 3.0 2.4
Wholesale and retail trade; 
repair of motor vehicles, mo-
torcycles, household goods 
and personal demand ar  cles

12 363 18 074 22 463 142.3 146.2 124.3 9.2 15.8 17.0

Opera  ons with real-
estate, leasehold and ren-
dering of services

4 782 7 150 6 337 124.4 149.5 88.6 3.6 6.2 4.8

Financial ac  vi  es 65 711 38 300 15 579 3725.1 58.3 40.7 49.1 33.5 11.8
Other industries 1 143 1 219 1 095 93.8 106.6 89.8 0.9 1.1 0.8

Source: The Rosstat.

Source: The Rosstat.
Fig. 2. The pa  ern of foreign investments into industry 

by the sector in January–September 2013
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14.4% to 9.7%, while the share of other investments 
rose within that period from 83.0% to 90.0%. 

In January–September 2013, in produc  on of prima-
ry products direct investments, por  olio investments 
and other investments decreased by 1.5%, 54.8% and 
41.8%, respec  vely, which situa  on resulted in growth 
in the share of direct investments in the total invest-
ments in industry from 15.8% in January–September 
2012 to 24.1%. The share of other investments into 
industry decreased from 83.7% to 75.5%, while that of 
por  olio investments, from 0.4% to 0.3%. 

On the basis of the results of 9 months of 2013, in 
the manufacturing industry other investments which 
rose 2.6  mes over as compared to January–September 
2012 accounted for the main por  on of foreign invest-
ments, too.  Direct investments in the manufacturing 
industry rose by 38.3%, while por  olio investments de-
creased 22.4  mes over. On the basis of the results of 
the nine months of 2013, lower growth rates of direct 
foreign investments in the manufacturing industry and 
reduc  on of por  olio investments resulted in a drop in 
their unit weight in the manufacturing industry from 
13.6% to 7.9% and from 3.3% to 0.1%, respec  vely. On 
the contrary, the share of other investments in the man-
ufacturing industry rose from 83.2% to 92.0%.

Within the nine months of 2013, in the geographi-
cal pa  ern of foreign investments into the Russian 
economy the leader was Switzerland which accounted 
for more than $19bn; Cyprus with $17.6bn worth of 
investments and the Netherlands with $12.8bn worth 
of investments into the Russian economy were rated 
the second and the third, respec  vely. 

On the basis of the results of the nine months of 
2013, investments from Switzerland decreased by 50% 
as compared to the same period of 2012. The fi nancial 
sector was the most a  rac  ve line for investors from 
Switzerland. The fi nancial sector of the Russian econo-
my accounted for 66.1% of the total investments in the 
Russian Federa  on from Switzerland and 81.3% of all 
the foreign investments in that sector. 

In January–September 2013, investments from 
Cyprus grew by 49.4% as compared to the previous 
year. In 2013, investors from Cyprus took interest in 
commerce, real estate opera  ons and produc  on of 
primary products; they invested in the above sectors 
43.8%, 16.7% and 14.2% of their aggregate invest-
ments in the Russian Federa  on, respec  vely. The unit 
weight of investments from Cyprus into commerce 
amounted to 34.3%.

In 2013, investments from the Netherlands de-
creased by 18.3% as compared to January–September 
2012. Within the nine months of 2013, investments 
from the Netherlands into produc  on of fuel and en-
ergy primary products decreased by 86.5%. So, the 
share of produc  on of primary products in the pa  ern 
of investments from the Netherlands decreased from 
44.2% in January–September 2012 to 7.3% in 2013. In 
2013, investors from the Netherlands took high inter-
est in manufacturing industries in which they directed 
55.5% of their investments or 9.7% of investments in 
that sector of the economy.

On the basis of the results of the nine months of 
2013, the highest growth rates of investments into the 
Russian economy among the main investor-countries 
were registered with China (the growth rates increased 
8.5  mes over to $4.9bn as compared to January–Sep-
tember 2012), France (2.8  mes over to $9.7bn) and 
Luxemburg (2.2  mes over to $12.1bn). 

On the basis of the results of January–September 
2013, in the total volume of the accumulated foreign 
investments the leaders are Cyprus, the Netherlands, 
Luxemburg, China and the UK whose share amounted 
to 62.9% (on the basis of the results of the nine months 
of 2012 the top fi ve investor-countries into the Russian 
Federa  on accounted for 65.7%). The share of the top 
fi ve investor-countries in the segment of direct invest-
ments remained virtually unchanged (59.3%); their 
unit weight in the structure of por  olio investments 
and other investments amounted to 51.4% and 64.8%, 
respec  vely (60.5% and 69.8% in January–September 
2012, respec  vely). 

On the basis of the results of the nine months of 
2013, the volume of the withdrawn capital in the 
form of the income of foreign investors transferred to 
abroad, as well as payments of interests for u  liza  on 
of loans and repayment of loans decreased by 9.2% 
as compared to the respec  ve period of 2012 and 
amounted to $90.5bn or 68.4% of foreign investments 
received within the nine months of 2013 (87.1% within 
the nine months of 2012). It is to be noted that if in 
the 1st quarter and the 2nd quarter of 2013 40.2% and 
99.5% of the volume of foreign investments received 
in that period was withdrawn, respec  vely, in the 3rd 
quarter that index amounted 83.5%.

Source: The Rosstat
Fig. 3. The pa  ern of foreign investments into 

the Russian Federa  on by the main 
investor-countries in January–September 2013
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On the basis of the results of the nine months of 
2013, investments from Russia to abroad amounted to 
123.3% of the volume of the investments into the Rus-
sian economy (95.6% within the nine months of 2012). 
In the 1st quarter and the 2nd quarter of 2013, corre-
la  on between investments from Russia and foreign 

investments in the Russian economy was es  mated 
at  152.7% and 88.8%, respec  vely. In the 3rd quarter 
of 2013, investments from the Russian Federa  on to 
abroad amounted to 109.9% of foreign investments 
received in that period.  
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THE FOREIGN TRADE IN OCTOBER 2013
N.Volovik, K.Kharina

In October 2013, the main indices of the Russian 
foreign trade showed nega  ve dynamics. In October 
2013, Russia’s foreign trade turnover calculated on the 
basis of methods of the balance of payments amount-
ed to $74.7bn which is 4.5% lower than the respec-
 ve index of the previous year. It is to be noted that 

$44.0bn worth of goods were exported which is 5.6% 
lower than in October 2012. However, the export to 
far abroad countries decreased by 6.8%, while that to 
the CIS rose by 0.9%. As compared to October 2012, 
import purchases decreased by 4.3% to $30.8bn. The 
import of goods from both the far abroad and the CIS 
fell by 3.3% and 10.1%, respec  vely.

Though the surplus of the trade balance was posi-
 ve – $13.2bn – however, as compared to October 

2012 it decreased by 11.2%. The underlying factor be-
hind a drop in the surplus of the trade balance was 
worsening of trade condi  ons.

In the last quarter of 2013 (in the period from Octo-
ber 1  ll December 20), the Brent oil price fl uctuated 
at the level of $109 a barrel. Within the above quarter, 
the maximum price of that oil amounted on Decem-
ber 4 to $113.27 a barrel, while the minimum one, to 
$103.08 a barrel on November 7. The average price in 
October 2012 was at the level of $109.5 a barrel which 
is 2.2% lower than the respec  ve index of 2012.

On December 4, 2013, at the mee  ng of the OPEC 
member-states (the member-states of that organiza-
 on ensure 41% of the global oil produc  on), it was 

decided to leave in the 1st quarter of 2014 the aggre-
gate volume of quotas on oil produc  on unchanged 
at the level of 30m barrels a day. Such a decision was 
jus  fi ed by the fact that the there was an op  mal situ-
a  on in the market, that is, the supply and demand 
were balanced, while prices were at the level of $112 
a barrel which was comfortable both to suppliers and 
consumers (the OPEC’s benchmark was at the level of 
$100 a barrel).

In October 2013, the average price on Urals oil 
amounted to $107.91 a barrel which is 2.2% lower 
than the level of October 2012. 

In the period from November 15  ll December 14, 
2013, the average Urals price amounted to $109.9 a 

In 2013, the last year’s trend of stagna  on of the main foreign trade indices prevailed. It is worth men  oning that 
while within 10 months of 2013 the import dynamics remained posi  ve, the export dynamics hit the nega  ve 
zone and, as a result of that, the trade balance surplus decreased.

barrel or $802.2 a ton. From January 1, 2014, the ex-
port duty on oil will amount to $394.8 a ton which is 
2.3% more than the rate set in December 2013. The 
privileged export duty on oil for a number of oil de-
posits will be increased to $196.7 a ton from January 
1, 2014 against the rate of $185.3 a ton in December. 
From January 1, the single export duty on light and 
dark oil products will amount to $260.5 a ton against 
$254.5 a ton a month earlier.

From January 1, 2014, a number of amendments 
to Chapter 26 of Part II of the Tax Code of the Rus-
sian Federa  on and Ar  cle 3.1 of the Law on the Cus-
toms Tariff  will become eff ec  ve; in accordance with 
the above amendments the ul  mate rate of export oil 
duty is to be reduced from 60% to 59% in 2014. 

In October 2013, in the market of nonferrous met-
als moderate growth was observed. During the last 
few weeks of October, prices on somewhat appreci-
ated which situa  on was related to the decision of 
the US Federal Reserve not to toughen the monetary 
policy. However, taking into account the fact that 
global reserves of metals on main exchanges remain 
at the historic maximum levels it can be suggested 
that growth in prices on metals which was observed 
in October was not a turning of the trend. According 
to the data of the London Metal Exchange, in October 
2013 as compared to the previous month aluminum, 
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nickel and copper appreciated 2.9%, 2.1% and 0.4%, 
respec  vely, however, as compared to October 2012 
prices on aluminum, copper and nickel turned out to 
be 8.2%, 10.9% and 18.4% lower, respec  vely. In Janu-
ary–October 2013, as compared to the same period of 
2012 aluminum, copper and nickel appreciated by 8%, 
7.8% and 13.8%, respec  vely.

As the dynamics on the US labor market improved, 
at the mee  ng of the Federal Commi  ee on the Open 
Market held on December 17-18, 2013 it was decid-
ed to reduce the volume the quan  ty so  ening pro-
gram by $10bn. Despite the exis  ng concerns, prices 
on commodi  es did not react to that news by a sharp 
drop. Most probably, commodity markets focused on 
posi  ve factors behind that move, that is, the recovery 
of the US economy and not on withdrawal of liquidity 
from markets. In addi  on to the above, such a deci-
sion by the Federal Reserve System was expected and, 
consequently, inputed in prices.

In October 2013, on the food market growth in pric-
es was observed for the fi rst  me since April 2012: the 
average value of the FAO food price index amounted 
to 206.6 points which is 2.7 points higher than the Sep-
tember index. The above growth was caused mainly by 
a sharp surge in prices on sugar: in October the aver-
age value of the FAO index of prices on sugar amount-
ed to 265 points which is 18.4 points higher than in 
September. Prices on other food products appreciated 
too, but not that signifi cantly.

In January–October 2013, the Russian foreign trade 
turnover calculated on the basis of the methods of the 
balance of payments amounted to $706.7bn which is 
0.3% lower than the respec  ve index of the previous 
year. It is to be noted that the foreign trade turnover 
with far abroad countries rose by 0.4% to $603.7bn, 
while that with CIS countries  fell by 4.3% to $103.0bn.

Within 10 months of 2013, the Russian export de-
creased by 2% to $426.7bn on the same period of 
2012. A decrease in the value of the export volume 
was observed by the main four commodity groups.

The export abroad of food products and agricultural 
primary products fell by 8.5%, while the share of that 
group in the total volume of export decreased from 

3.2% to 3.0%. A decrease in the monetary volume of 
that group of commodi  es was caused by a drop in a 
physical volume of the export of both wheat and mes-
lin and contract prices by 26.5% and 10.2%, respec-
 vely. 

The monetary volume of export of mineral products 
fell by 0.5%. It took place both due to a 1.5% decrease 
in the physical volume of the oil export and a 3.3% de-
precia  on of oil prices as compared to January–Octo-
ber 2012.  

A reduc  on of the oil export was compensated by 
growth in monetary volumes of the export of oil prod-
ucts and natural gas. Export of oil products and natural 
gas in physical terms rose by 7.4% and 9.6%, respec-
 vely. Generally, within 10 months o 2013 delivery of 

oil products abroad increased to the record-high level 
of 123.3m tons. It is to be noted that the export to far 
abroad countries rose by 15.5% to 115m tons, while 
that to CIS states decreased by 45.8% to 8.2m tons.

In January–October 2013, the export of gas amount-
ed to 158.6bn м3; it is to be noted the export to the 
far abroad countries rose by 22.5% to 111bn м3, while 
that to CIS states decreased by 12% to 47.6bn м3. 

In 2013, for the fi rst  me since 2009 a decrease in 
the export of chemical produce was observed. Accord-
ing to the data of the Federal Customs Service, within 
ten months of 2013 the export of the Russian chemi-
cal produce decreased by 2.5% to $25.5bn on the re-
spec  ve period of 2012. It took place due to a drop 
in export prices on fer  lizers and synthe  c rubber. So, 
nitrogen fer  lizers, potash fer  lizers, mineral fer  liz-
ers and synthe  c rubber depreciated by 7.9%, 12.2%, 
11.2% and 18.6%, respec  vely.

In 2013, the most substan  al decrease in the mone-
tary volume was observed with the commodity group: 
“metals and ar  cles made thereof”. Within 10 months 
of 2013, the export of those goods abroad was 10.1% 
lower than within 10 months of 2012. It took place due 
to a reduc  on of both contract prices by the en  re no-
menclature of goods of that group and physical vol-
umes of deliveries.

Growth in supplies was observed with commodity 
groups with a small unit weight in the total volume of 

Table 1
MONTHLY AVERAGE GLOBAL PRICES IN OCTOBER OF THE RESPECTIVE YEAR

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Oil (Brent), USD a barrel 29.59 49.82 58.52 58.38 82.86 72.84 73.19 82.92 109.47 111.97 109.48
Natural gas, USD per 1m BTU 3.88 4.83 7.28 8.97 9.16 15.93 7.6 8.28 11.42 11.58 11.37
Copper, USD/a ton 1916.4 3012.0 4060 7500 8008 4925.7 6286.8 8292.4 7347.5 8082 7203
Aluminum, USD per ton 1474.8 1822.8 1929 2659 2442 2121.4 1877.8 2447.0 2172.0 1974.3 1814.6
USD per ton 11030 14483 12403 32348 30999 12140 18514 22167 18886 17169 14118

* Market of Europe, average contract price, franco-border.
Source: calculated on the basis of the data of the London Metal Exchange and the Intercon  nental Oil Exchange (London). 
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the Russian export. So, in January–October 2013 the 
export of rawstock, furs and ar  cles made thereof rose 
by 24.2% on the respec  ve period of 2012, but the 
share of those goods in the export amounted to 0.1%. 
Within 10 months of 2013, as compared to the same 
period of 2012 the export of tex  le, tex  le produ cts 
and footwear (the share at the level of 0.2%) rose by 
14.8%. Also, the export of precious stones, precious 
metals and ar  cles made thereof (the share at the 
level of 2.9%) increased by 12.7%.

In January–October 2013, as compare to the re-
spec  ve period of 2012 the export of machines, equip-
ment and transport vehicles rose by 5.2%. The export 
of goods of that group to far abroad countries and CIS 
states increased by 1% and 11.7%, respec  vely. The 
sale of Russian cars to CIS states increased by 44.9%.

In January–October 2013, as compared to the re-
spec  ve period of 2012 the Russian import increased 
by 2.2% to $280bn which is the maximum value in the 
en  re period of observa  on. Growth in the import was 
observed virtually by all the commodity groups, except 
for “mineral products” and “machines, equipment and 
transport vehicles”. 

Within 10 months of 2013, as compared to the re-
spec  ve period of 2012 the import of precious stones, 
precious metals and ar  cles made thereof increased by 
24.6%; wood and pulp and paper products, by 10.5%; 
tex  le, tex  le ar  cles and footwear, by 7.4%; chemical 
produce and rubber, by 4.6; metals and metal ar  cles, 
by 4.0%; food products, by 5.1% and rawstock, furs and 
ar  cles made thereof, by 1.3%. The monetary volume 
of the import of mineral products decreased by 10.9%. 
The volume of the import of machines, equipment and 
transport vehicles fell by 1.6%. So, according to the data 
of Federal Customs Service within 10 months of 2013 
as compared to 10 months of 2012 the import of cars 
to Russia fell by 18.6% to 747,400 units. The import of 
trucks fell by 27.6% to 71,500 units. 

In January–October 2013, the trade balance sur-
plus was a posi  ve one at the level of $146,800, but 

as compared to the index of January–October 2012 it 
fell by 9.1%. 

According to the informa  on of the Ministry of Eco-
nomic Development of the Russian Federa  on, on De-
cember 23, 2013 the Russian Federa  on fi led the fi rst 
suit to the World Trade Organiza  on against the EU on 
the so called issue of energy adjustments in carrying 
out of an  dumping inves  ga  ons. 

Prior to 2002, by regarding the Russian Federa  on 
as a country a with nonmarket economy the EU regis-
tered the fact of dumping on the basis of comparison 
of Russian export prices with sale prices on domes  c 
markets in third countries. In 2002, the EU granted the 
Russian Federa  on the status of a country with a mar-
ket economy. However, in determina  on of a dumping 
the so-called energy adjustments were s  ll applied in 
respect of Russian exporters. In calcula  on of the cost 
of commodi  es, prices at which Russian exporters pur-
chased gas and power were not taken into account. 
Instead of that, the EU used higher prices on energy 
in other countries which had no access to resources 
due to which situa  on Russian enterprises were auto-
ma  cally transferred into the category of infringers of 
trade rules. The above policy has been carried out to 
the present day.

From 1995  ll 2012, the EU introduced 17 an  -
dumping measures most of which were applied in 
viola  on of the interna  onal rules which situa  on in-
fl icted considerable damage to Russian producers of 
fer  lizers, ferro-alloys, pipes and other ar  cles made 
of steel and aluminum foil.

Though such an an  dumping policy of the EU was 
discussed at numerous expert consulta  ons, but the 
posi  on of Russia’s main trade partner remained un-
changed. In accordance with the WTO rules, consulta-
 ons are to be held within 60 days from the day of the 

request, that is, prior to February 22, 2014. If the par-
 es fail to resolve the issue within that period, Russia 

may demand considera  on of the dispute by a panel 
of arbitrators at the WTO.   
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STATE BUDGET IN JANUARY NOVEMBER 2013
T.Tishchenko

Analysis of federal budget implementa  on 
basic parameters in January–November 2013 
In the period of January thru November 2013, fede-

ral budget revenues amounted to Rb 11758,1bn or 
19.2% of GDP, having contracted by 1.8 p.p. of GDP 
against the corresponding period of the preceding 
year (see Table 1). In the period of January thru No-
vember 2013 federal budget expenditures amounted 
to Rb 11158,2bn (18.2% of GDP), having dropped by 
0.9 p.p. of GDP against the corresponding period of 
the preceding year. 

At the end of month 11 in 2013, Russia ran its federal 
budget with a surplus of Rb 599,9bn (1.0% of GDP), havin g 
shown a decline of 0.4 p.p. of GDP against January–No-
vember 2012. The volume of non-oil-and-gas defi cit con-
tracted 0.6 p.p. of GDP (8.7% of GDP) as compared to the 
corresponding period of the prece ding year. 

In the period of January thru November 2013, fede ral 
budget revenues contracted for most tax and non-tax 
budget revenues, including a decline of 0.1 p.p. of GDP 
for profi t tax, 0.3 p.p. of GDP for domes  c VAT, 
0.2 p.p. of GDP for VAT on imports, 0.2 p.p. of GDP for 
mineral extrac  on tax, and 0.8 p.p. of GDP for foreign 
trade revenues against the corresponding period in 
2012. Federal budget revenues generated from inter-
nal import excises over the past eleven months in 2013 
increased by 0.2 p.p. and 0,01 p.p. of GDP respec  vely 
as compared to the corresponding period of the pre-
ceding year. 

1  Федеральный закон от 02.12.2013 № 348-ФЗ «О внесении 
изменений в Федеральный закон «О федеральном бюджете 
на 2013 год и на плановый период 2014 и 2015 годов» [The 
Federal Law of 02.12.2013 No. 348-FZ “On the Amendments to the 
Federal Law “On the Federal Budget 2013 and the Planning Period 
of 2014 an 2015”]. 
2  The World Bank has downgraded its forecast for Russia’s GDP 
growth for 2013 from 1.8% to 1.3%, making it a bit worse vs. the 
forecast made by the Ministry of Economic Development of Rus-
sia which early in December 2013 downgraded its forecast for GDP 
growth rates in 2013 to 1.4% instead of the previously forecast 1.8%. 

Federal budget revenues contracted 1.8 p.p. of GDP at the end of month 11 year-over-year, according to the 
Federal Treasury. At the end of month 10, consolidated budget revenues of the cons  tuent territories of the Rus-
sian Federa  on also contracted by 1.2 p.p. of GDP against January-October 2012. Amendments to the Federal 
Law “On the Federal Budget 2013”1, which provided for an increase in the forecast amount of revenues from 
Rb 12865,9bn to Rb 12906,4bn and a decrease in the federal budget defi cit from Rb 521,4bn to Rb 480,9bn, were 
made in December 2013 despite expecta  ons of slowing down of the economy2 against the values which were 
taken in es  ma  ng basic parameters of the federal budget for 2013. 

Federal budget oil-and-gas revenues contracted by 
0.8 p.p. of GDP against eleven months in 2012. In the 
period of January thru November 2013, the federal 
budget received 91.8% and 90.4% respec  vely of the 
forecast annual volumes of oil-and-gas and non-oil-
and-gas revenues. Nonetheless, should the average 
monthly dynamics of federal budget revenues remain 
the same, at 2013 year-end the volume of oil-and-gas 
and non-oil-and-gas revenues may rich 100.8% and 
97.2% respec  vely of the forecast value. 

Under the new budgetary rules which have been 
in eff ect since 2013, extra oil-and-gas revenues gene-
rated when actual oil price exceeds the predicted val-
ue which is used to es  mate basic parameters of the 
federal budget must be allocated to the Reserve Fund. 
However, pursuant to the amendments made in De-
cember 2013 to the federal budget 2013, extra oil-and-
gas revenues will be allocated for replacing shor  alls 
in budget revenues (except oil-and-gas revenues) and 
the revenues factored in the sources of federal budget 
defi cit fi nancing. In addi  on, on the basis of the fed-
eral budget 2013 implementa  on results the Russian 
Government is en  tled to decide on alloca  on of up 
to Rb 200,0bn from the Reserve Fund for the purpose, 
if extra oil-and-gas federal budget revenues are found 
to be insuffi  cient for replacement. 

Speaking of federal budget expenditures (Table 3), 
expenditures as percentage of GDP at the end of 
month 11 in 2013 lessened against January–Novem-
ber 2012 for the following budget items. ‘Na  onwide 
Issues’ (by 0.1 p.p. of GDP less), ‘Na  onal Economy’ (by 
0.2 p.p. of GDP less), ‘Healthcare’ (by 0.3 p.p. of GDP 
less), ‘Social Policy’ (by 0.7 p.p. of GDP less). 

During eleven months in 2013 federal budget ex-
penditures grew up as percentage of GDP against 
Janu ary–November 2012 for the following budget 
items. ‘Na  onal Defense’ and ‘Na  onal Security and 
Law Enforcement’ (by 0.2 p.p. of GDP up for each 
item), as well as ‘Physical Culture and Sports’ (by 
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Table 1
RUSSIA’S FEDERAL BUDGET BASIC PARAMETERS IN JANUARY NOVEMBER, 2012 2013 

January–November 2013 January–November 2012 Devia  on as 
p.p. of GDP   billions 

of rubles as % of GDP billions 
of rubles as % of GDP

Revenues, including: 11758,1 19.2 11406,8 20.6 -1.8
Oil and gas revenues 5940,7 9.7 5842,4 10.5 -0.8
Expenditures, including: 11158,2 18.2 10615,5 19.1 -0.9
interest expense 328,8 0.5 299,1 0.5 0.0
non-interest expense 10829,4 17.7 10316,4 18.6 -0.9
Federal budget surplus (defi cit) 599,9 1.0 701,3 1.4 -0.4
Oil and gas defi cit -5340,8 -8.7 - 5141,1 - 9.3 0.6 
GDP evalua  on  61240 55449

Source: Ministry of Finance of Russia, Federal Treasury of the Russian Federa  on, Gaidar Ins  tute’s es  mates. 

Table 2 
FEDERAL BUDGET BASIC TAX REVENUES IN JANUARY NOVEMBER, 2012 2013 

January–November 2013 January–November 2012 Devia  on as 
p.p. of GDP  billions of 

rubles as % of GDP billions of 
rubles as % of GDP 

1. Tax revenues, including:
corporate profi t tax 325,0 0.5 342,6 0.6 -0.1

VAT on goods sold on the terri-
tory of the Russian Federa  on 1650,8 2.7 1653,1 3.0 -0.3

VAT on goods imported to 
the Russian Federa  on 1509,6 2.5 1507,4 2.7 -0.2

excises on goods manufactured on the 
territory of the Russian Federa  on 415,9 0.7 308,1 0.5 0.2

excises on goods imported to 
the Russian Federa  on 55,2 0.09 47,1 0.08 0.01

Mineral extrac  on tax 2315,2 3.8 2221,2 4.0 -0.2
2. Foreign trade revenues 4506,1 7.3 4471,1 8.1 -0.8

Source: Federal Treasury of the Russian Federa  on, Gaidar Ins  tute’s es  mates. 

Table 3 
FEDERAL BUDGET EXPENDITURES IN JANUARY NOVEMBER, 2012 2013 

January–November 2013 January–November 2012 Devia  on as 
p.p. of GDPbillions 

of rubles as % of GDP billions 
of rubles as % of GDP  

Total expenditures, 11158,2 18.2 10615,5 19.1 -0.9
including:
Na  onwide Issues 706,7 1.1 665,6 1.2 -0.1
Na  onal Defense 1695,1 2.8 1460,8 2.6 0.2
Na  onal Security and Law Enforcement 1695,0 2.8 1470,7 2.6 0.2
Na  onal Economy 1379,5 2.2 1349,6 2.4 -0.2
Public U  li  es Sector 109,9 0.2 103,2 0.2 0.0
Environmental Protec  on 21,3 0.03 19,4 0.03 0.0
Educa  on 598,2 1.0 541.1 1,0 0.0
Culture and Cinematography 69,2 0.1 71,4 0.1 0.0
Healthcare 365,1 0.6 484,2 0.9 -0.3
Social Policy 3495,4 5.7 3538,0 6.4 -0.7
Physical Culture and Sports 51,0 0.08 37,8 0.07 0.01
Mass Media 67,8 0.1 65,0 0.1 0.0
Sovereign Debt Servicing 328,8 0.5 299,1 0.5 0.0
Intergovernmental Transfers 575,0 0.9 509,4 0.9 0.0

Source: Federal Treasury of the Russian Federa  on, Gaidar Ins  tute’s es  mates
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0.01 p.p. of GDP up). Other federal budget expendi-
tures items as percentage of GDP remained at the 
level which was observed during eleven months in the 
period of January thru November 2012. 

Pursuant to the amendments made to the Federal 
Law “On the Federal Budget 2013” in December 2013, 
the approved ini  al version of volumes of federal 
budget expenditures provides for redistribu  on of 
budget alloca  ons to discharge public norma  ve obli-
ga  ons, implement federal target programs, as well as 
charter capitals of certain joint-stock ventures, includ-
ing alloca  on of Rb 4,6bn to OJSC Russian Railways for 
the purpose of developing and upgrading the Baikal-
Amur Mainline Railway and the Trans-Siberian Main-
line Railway. 

As of December 1, 2013, total amount of the re-
sources of the Federal Reserve Fund and the Na-
 onal Wealth Fund amounted to Rb 2885,3bn and 

Rb 2922,8bn respec  vely. 

Consolidated budget implementa  on 
in the cons  tuent territories 
of the Russian Federa  on 
in the period of January–October 2013 
According to the Federal Treasury, in January–Octo-

ber 2013 consolidated budget revenues in the cons  tu-
ent territories of the Russian Federa  on amounted to 
Rb 6618,2bn or 12.0% of GDP (Table 4), having con-
tracted by 1.2 p.p. of GDP against the corresponding 
period in 2012. 

During the 10-month period in 2013, consolidated 
budget revenues of the cons  tuent territories of the 
Russian Federa  on saw a decline of 0.8 p.p. of GDP 
for profi t tax and 0.4 p.p. of GDP for non-repayable 
receipts from other budgets of the budgetary system 

of Russia as compared to the corresponding period 
in 2012. In the period of January thru October 2013, 
budget revenues of the cons  tuent territories of the 
Russian Federa  on increased 0.1 p.p. of GDP for pro-
perty tax as compared to the 10-month period in the 
preceding year. At the end of month 10 in 2013, the 
cons  tuent territories’ consolidated budget revenues 
from personal income tax, internal excises, and lump 
sum tax remained at the level as percentage of GDP 
observed in January-November of the preceding year. 

During the 10-month period in 2013, consolidated 
budget expenditures of the cons  tuent territories of 
the Russian Federa  on dropped by 0.5 p.p. of GDP 
against the corresponding period of the preceding 
year and accounted for 11.9% of GDP or Rb 6531,7bn 
(Table 5). 

At the end of month 10 in 2013, consolidated 
budget expenditures of the cons  tuent territories of 
the Russian Federa  on as percentage of GDP gained 
only for ‘Educa  on’ (by 0.1 p.p. of GDP up) against 
the corresponding period in 2012. In the period of 
January thru October 2013, consolidated budget ex-
penditures of the cons  tuent territories of the Rus-
sian Federa  on dropped by 0.1 p.p. of GDP for ‘Na-
 onwide Issues’, ‘Na  onal Economy’, ‘Public U  li  es 

Sector’ each, 0.001 p.p. of GDP for ‘Na  onal Defense’, 
0.2 p.p. of GDP for ‘Healthcare’ and ‘Social Policy’ 
each, 0.023 p.p. of GDP for ‘Intergovernmental Trans-
fers’ against the 10-month period in 2012. During the 
10-month period in 2013, other budget expenditure 
items of the cons  tuent territories of the Russian Fed-
era  on remained at the level as percentage of GDP ob-
served in the corresponding period in 2012. 

At the end of the period of January thru Novem-
ber 2013 the cons  tuent territories of the Russian 

Table 4
BASIC PARAMETERS OF CONSOLIDATED BUDGET OF CONSTITUENT TERRITORIES OF THE RUSSIAN FEDERATION 

IN JANUARY OCTOBER 2012 2013 
January–October 2013 January–October 2012 Devia  on  

as p.p. of GDPbillions of 
rubles as % of GDP as p.p. of GDP as % of GDP

Revenues, including: 6618,2 12.0 6568,9 13.2 -1.2
– corporate profi t tax 1457,5 2.6 1709,8  3.4 -0.8
– mineral extrac  on tax 1937,1 3.5 1749,8  3.5 0.0
– domes  c excises 407,5 0.7 368,2  0.7 0.0
– aggregate income tax 276,8 0.5 257,1  0.5 0.0
– property tax 810,3 1.5 698,5  1.4 0.1
– non-repayable receipts from other 
budgets of the budgetary system of Russia 1173,9 2.1 1248,7  2.5 -0.4

Expenditures, including: 6531,7 11.9 6198,5  12.4 -0.5
Consolidated budget surplus (defi cit) 
of cons  tuent territories 86,5 0.1 370,4  0.7 -0.6

GDP evalua  on 55003 49799    

Source: Federal Treasury of the Russian Federa  on, Gaidar Ins  tute’s es  mates.



Fe dera  on ran their consolidated budget with a sur-
plus of Rb 86,5bn or 0.1% of GDP, by 0.6 p.p. of GDP 
below the value observed in the corresponding pe-
riod in 2012. Nonetheless, posi  ve changes were ob-
served in the ra  o of consolidated budget revenues 
and expenditures of the cons  tuent territories of the 
Russian Federa  on, net of non-repayable receipts: at 
the end of month 9 in 2013, 48 cons  tuent territories 
of the Russian Federa  on showed growth whereas 
35 cons  tuent territories saw decline in this indicator 
as compared to 2012; while as li  le as 16 cons  tuent 
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Table 5
CONSOLIDATED BUDGET EXPENDITURES OF THE CONSTITUENT TERRITORIES OF THE RUSSIAN FEDERATION IN 

JANUARY OCTOBER, 2012 2013
January–October 2013 January–October 2012 Devia  on as 

p.p. of GDP billions of 
rubles as % of GDP billions of 

rubles as % of GDP 

Total expenditures, 6531,7 11.9 6198,5  12.4 -0.5
including
Na  onwide Issues 414,0 0.7 384,6 0.8 -0.1
Na  onal Defense 2,9 0.005 2,8 0.006 -0.001
Na  onal Security and Law Enforcement 72,6 0.1 65,0 0.1 0.0
Na  onal Economy 1174,8 2.1 1088,4 2.2 -0.1
Public U  li  es Sector 604,5 1.1 618,6 1.2 -0.1
Environmental Protec  on 17,3 0.03 14,8 0.03 0.0
Educa  on 1807,6 3.3 1582,6 3.2 0.1
Culture and Cinematography 218,9 0.4 198,8 0.4 0.0
Healthcare 982,8 1.8 1025,4 2.0 -0.2
Social Policy 1020,0 1.8 1010,6 2.0 -0.2
Physical Culture and Sports 117,2 0.2 108,6 0.2 0.0
Mass Media 32,2 0.06 29,1 0.06 0.0
Sovereign and Municipal Debt Servicing 62,6 0.1 53,4 0.1 0.0
Intergovernmental Transfers 4,1 0.007 15,8 0.03 -0.023

Source: Federal Treasury of the Russian Federa  on, Gaidar Ins  tute’s es  mates. 

territories of the Russian Federa  on saw their budget 
revenues exceeding expenditures at 2012 year-end, 
29 regions showed their regional budget revenues be-
ing in excess of expenditures as of the beginning of 
October 2013. 

Despite regions’ eff orts to basically cope with 
growth in budget expenditures and ensure budget 
balance, the state debt owed by the cons  tuent ter-
ritories of the Russian Federa  on increased in volume 
from Rb 289,35bn to Rb 467,97bn (+Rb 178,6bn or 
13.8%) during the 10-month period in 2013.  
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RUSSIAN BANKS IN NOVEMBER 2013: VOLATILE MARKET
LEADS TO REDISTRIBUTION OF ASSETS IN FAVOR OF MAJOR BANKS
M.Khromov

Indeed, revoca  on of the banking license of Master 
Bank became, the main event in the market of bank-
ing services in November 2013. While it is not within 
the scope of this review to discuss this decision of the 
Bank of Russia, we will try to analyze its eff ect on the 
dynamics of the Russia’s banking sector development. 

As of 1 November 2013, Master Bank’s assets to-
taled Rb 86bn, less than 0.2% of the total bank’s as-
sets as of the same date. Master Bank used to play an 
important role in the retail banking sector, where its 
share reached 0.3% of the total retail accounts and de-
posits, while its liabili  es on retail deposits amounted 
to Rb 47bn. Therefore, the direct eff ect of the bank’s 
banking license revoca  on was found to be insignifi -
cant. This factor triggered a 0.2 p.p. decline in the as-
sets and a 0.3 p.p. fall in the deposits of the banking 
sector in November 2013. Furthermore, most of the 
retail deposits will be available to their owners as ear-
ly as in December 2013 and return in part to the ac-
counts and deposits in other banks. 

More prominent was an indirect eff ect of the Mas-
ter Bank’s banking license revoca  on. The eff ect was 
evident mostly through started redistribu  on of cus-
tomers from small banks to larger banks, above all, 
state-owned banks. This eff ected both bank assets and 
liabili  es.  

The total assets in the banking sector increased1 
1.5%, 1.7% net of the Master Bank’s banking license 
revoca  on, in November 2013. Therefore, net of the 
Master Bank banking license revoca  on event, one 
could say that the trend towards faster growth rates in 
bank assets remained unchanged. Annual growth rates 
at the November 2013 month-end stood at 16.0%, 
having reached a new lowest year-to-month value. 

Thirty-top banks’s assets gained 2.5% during the 
month while Sberbank’s and major state-owned 
banks’ total assets increased2 2.9%. The both values 

1  Hereina  er, unless otherwise indicated, growth rates in bal-
ance sheet fi gures are presented with allowance for revalua  on of 
the foreign currency component. 
2  This group comprises the banks within the VTB Group: VTB, 
VTB24, Bank of Moscow, and Transcreditbank (un  l Novem-
ber 1, 2013, when it merged with VTB24), as well as Gazprombank 
and Russian Agricultural Bank. 

The dynamics of basic development indicators in the banking sector in November 2013 was governed by the most 
notorious event of the month in the banking sector, i.e., revoca  on of the license of Master Bank. The event trig-
gered redistribu  on of assets and the customer base in favor of major banks, above all, state controlled ones.

reached their year-to-month highest. Unlikewise, in 
November 2013 the assets of small and medium-sized 
banks, outside the 30-top banks, shrank 1.6%, or 1.0% 
net of the Master Bank’s banking license revoca  on, 
for the fi rst  me since the January seasonal slowdown. 

In November 2013, the banking sector’s equity in-
creased insignifi cantly 0.3%, or 0.4% net of Master 
Bank. The dynamics of equity was not governed by the 
eff ect of the Master Bank’s banking license revoca  on, 
and, instead, medium-sized and small banks’ equity 
growth rate (0.7% net of Master Bank) happened to be 
higher than in major banks (0.3%). The share of state-
owned banks’ capital remained unchanged during the 
month.  

3  Calculated according to balance-sheet accounts (form No. 101). 
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banks in the assets (%, right-hand scale) 
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The banking sector’s profi t reached its lowest 
(Rb 64bn) in November 2013 over the past two years. 
The average monthly profi t amounted to Rb 84bn in 
2012 and Rb 82bn over the fi rst 10 months in 2013. Fur-
thermore, profi t before loan loss provisions dropped 
lowest (Rb 81bn) over the period of 2012 thru 2013. 
The return on banking sector’s equity dropped to 12% 
p.a. in November 2013. The corresponding value of 
this indicator stood at 17% in the period of January 
thru October 2013. 

   
Fundraising 
Retail bank savings in November 2013 increased 

0.6% (Rb 98bn), or 0.9% net of Master Bank. Annual 
growth rates dropped to 18.6%. In November 2013, 
deposits infl ow growth rate was much more intensive 
in major banks: 1.9% (Rb 222bn), while major state-
owned banks saw even a higher growth rate in depos-
its infl ow: 2.4% (Rb 225bn). There were two banks, 
namely Sberbank and VTB24, which a  racted most 
of the deposit infl ow in November 2013, altogether 
these banks a  racted Rb 209bn of the deposits. In the 
same month small and medium-sized banks came up 
Rb 124bn (3.2%) or 2.0% short, and Rb 77bn net of 
Master Bank. Therefore, it was state-owned banks that 
were the key benefi ciaries of instability. 

In November 2013, the amount of corportate bank 
accounts increased 2.3% while annual growth rates 
increased a bit from 11.7% to 13.7%. However, cus-
tomers migrated to major banks. The top-30 banks in 
terms of assets gained 3.5% (Rb 325bn) from corpo-
rae customers while state-owned banks gained 3.8% 
(Rb 234bn), whereas small and medium-sized banks 
come up 1.4% (Rb 42bn) short of corporate customers 
resources, or 1.0% (Rb 30bn) net of Master Bank. 

Banks’ debt to the monetary authori  es (the Bank 
of Russia and Ministry of Finance of Russia) reached 
another record value in nominal terms. For instance, 
banks’ total debt to to the Bank of Russia increased 
Rb 408bn to Rb 3707bn during the month, having ex-
ceeded the highest value which was observed during 
the crisis (Rb 3653bn). 

Unlikewise, the amount of the Ministry of Finance’s 
deposits with commercial banks declined Rb 315bn in 
November 2013 due to a seasonal increase in public 
expenses which is tradi  onal for the year end. 

As a result, commercial bank’s total volume of debt 
to the Bank of Russia and the Ministry of Finance of 
Russia increased Rb 93bn to reach Rb 4324bn. The 
current situa  on diff ers from the crisis values of state 
support only in rela  ve measures. At that  me (as 
of 01.02.2009), the banking sector’s liabili  es to the 
monetary authori  es amounted to Rb 3654bn or ac-
counted for 12.3% of the total assets available in the 

banking sector. Today, the resources received by banks 
from the monetary authori  es account for 7.7% of the 
total assets available in the banking sector.   

Loans issued 
Households’ loan debt to banks increased 1.5% 

(Rb 151bn) in November 2013. This indicator’s annu-
al growth rates kept falling, as far as to 28.2% as of 
01.12.2013 (39.1% as of the beginning of the year). 

In addi  on, the retail loan market saw a trend to-
wards customer migra  on from small to major banks 
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in November 2013. The household loans growth rate 
reached 3.4% (Rb 260bn), a record value since the 
summer of 2012, in the 30-top banks while 4.7% 
(Rb 249bn) in state-owned banks. Furthermore, dur-
ing the month small and medium-sized banks lost 
4.1% of their retail credit por  olio (Rb 109bn) or 3.7%, 
and Rb 98bn net of Master Bank. Therefore, this bank 
services market was also governed by domina  on of 
major state-owned banks in November 2013. 

The retail segment quality of the bank credit por  o-
lio remained unchanged in terms of formal indicators 
in November 2013. Overdue debt kept accoun  ng for 
4.6% of the total lending receivables. The ra  o of loan 
loss provisions to lending receivables stood at 7.2%. 
State-owned banks kept showing the best quality of 
loans in terms of overdue debt. As of 01.12.2013, for 
instance, Sberbank, other state-owned banks, and 
small and medium-sized banks had a 2.1%, 4.6%, and 
5.9% share of overdue debt respec  vely. The worst 
quality of retail loans was observed in major non-state 
banks, including foreign banks (6.7%). Furthermore, 
this group of banks also includes the leading lenders of 
unsecured consumer loans such as Home Credit Bank 
(with a 13.8% share of debt) and Russkiy Standard 
Bank (12.2%). Both banks account for 5% of the total 
retail loans and 15% of the overdue debt. 

In November 2013, the amount of outstanding debt 
due by corporate customers on bank loans increased 
0.9% (Rb 178bn) or 1.1% (Rb 230bn) net of Master 
Bank. Annual growth rates at the November 2013 
month-end stood at 13.7%, being approximately equal 
to the corresponding value which was observed during 
the previous four months. 

The corporate lending market happened to be the 
only one which saw no migra  on of customers from 
small to major banks in November 2013. Formally, loan 
growth rate in small and medium-sized banks (-0.1%) 
was markedly behind the value of the corresponding 

indicator in the 30-top banks (1.1%). In fact, the diff er-
ence can be explained by “dropout” of Master Bank. 
Net of Master Bank, growth rate in the debt due by 
corporate customers to medium-sized and small banks 
would have shown the same 1.1%. 

The corporate segment of credit por  olio remained 
almost the same in November 2013. Overdue debt re-
mained at 4.3%. The ra  o of loan loss provisions to to-
tal lending receivables shrank from 7.1% to 7.0%. 

Table  1
RUSSIAN BANKING SYSTEM’S STRUCTURE OF LIABILITIES AT MONTH END , AS PERCENTAGE OF TOTAL

12.08 12.09 12.10 12.11 06.12 12.12 03.13 07.13 08.13 09.13 10.13 11.13
Liabili  es, billions of rubles 28022 29430 33805 41628 44266 49510 49839 53353 53876 54348 54981 56259
Equity 14. 1 19. 3 18. 7 16. 9 16. 8 16. 2 16. 7 16. 3 16. 3 16. 5 16. 5 16. 2  
Loans from the Bank of Russia 12. 0 4. 8 1. 0 2. 9 5. 1 5. 4 4. 5 4. 9 5. 3 5. 8 6. 0 6. 6 
Interbank opera  ons 4. 4 4. 8 5. 5 5. 7 4. 8 5. 6 5. 4 5. 1 5. 1 5. 1 5. 2 5. 4 
Foreign liabili  es 16. 4 12. 1 11. 8 11. 1 11. 3 10. 8 10. 4 10. 6 10. 4 10. 1 10. 0 10. 3 
Retail accounts and deposits 21. 5 25. 9 29. 6 29. 1 29. 4 28. 9 29. 6 29. 6 29. 6 29. 3 29. 2 28. 9 
Corporate accounts and deposits 23. 6 25. 9 25. 7 26. 0 24. 0 24 23. 9 23. 2 23. 0 22. 9 22. 3 22. 4
Accounts and deposits of gov-
ernment agencies and local 
government authori  es 

1. 0 1. 0 1. 5 2. 3 1. 5 1. 6 1. 4 2. 6 2. 7 2. 9 3. 2 2. 6

Outstanding securi  es 4. 1 4. 1 4. 0 3. 7 4. 5 4. 9 5. 2 4. 9 4. 9 4. 7 4. 8 4. 7

Source: Central Bank of Russia, IET’s es  mates.
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With regard to the groups of banks under review, 
the best quality of corporate loan receivables re-
mained at medium-sized and small banks, where the 
share of overdue debt was 2.8% as of 01.12.2013. The 

worst quality was shown by major state-owned banks 
net of Sberbank (6.8%), where a high level of the over-
due debt was caused by an extremely poor quality of 
the Bank of Moscow’s credit por  olio (23.5%).  

Table  2 
RUSSIAN BANKING SYSTEM’S STRUCTURE OF ASSETS AT MONTH END , AS PERCENTAGE OF TOTAL 

12.08 12.09 12.10 12.11 06.12 12.12 04.13 07.13 08.13 09.13 10.13 11.13

Assets, billions of rubles 28022 29430 33805 41628 44266 49510 50 693 53353 53876 54348 54981 56259
Cash and precious metals 3. 0 2. 7 2. 7 2. 9 2. 5 3. 1 2. 7 2. 3 2. 3 2. 3 2. 3 2. 2
Deposits in the Bank of Russia 7. 5 6. 9 7. 1 4. 2 3. 0 4. 4 3. 0 3. 0 2. 9 3. 5 3. 1 3. 0  
Interbank opera  ons 5. 2 5. 4 6. 5 6. 4 5. 8 6. 8 6. 1 5. 9 5. 8 5. 8 6. 0 6. 1  
Foreign assets 13. 8 14. 1 13. 4 14. 3 14. 2 13. 0 15. 0 15. 0 14. 5 13. 6 13. 4 13. 7 
Retail sector 15. 5 13. 1 13. 0 14. 4 16. 0 16. 8 17. 7 18. 1 18. 4 18. 5 18. 7 18. 5  
Corporate sector 44. 5 44. 5 43. 6 44. 0 43. 6 41. 3 41. 5 41. 0 41. 1 41. 2 41. 5 41. 0 
State 2. 0 4. 2 5. 1 5. 0 3. 8 3. 2 2. 9 3. 4 3. 0 2. 9 3. 1 3. 0  
Property 1. 9 2. 7 2. 6 2. 3 2. 3 2. 2 2. 2 2. 1 2. 1 2. 1 2. 1 2. 1

Source: Central Bank of Russia, IET’s es  mates.
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RUSSIAN REAL ESTATE MARKET IN JANUARY OCTOBER 2013
G.Zadonsky

According to the data of the Rosstat, in January–Oc-
tober 2013 en   es of all the forms of ownership built 
566,800 apartments with fl oospace of 45.4m sq. m. 
(Fig. 1) which was equal to 113.3% on the respec  ve 
period of 2012, including 81,500 new apartments with 
the fl oorspace of 6.7m sq. m in October 2013. Individ-
ual developers built 22.3m sq. m. of housing (Fig. 1) or 
49.1% of the total volume of housing commissioned in 
January–October 2013 against 51.1% in 2012.

As of October 1, 2013, in the Russian Federa  on 
270.2 sq. m. of housing per 1,000 persons were com-
missioned which fi gure is 12% higher than in the re-
spec  ve period of 2012. The largest volume of fl oor-
space per 1,000 persons was commissioned (Table 1) 
in the Belgorod region where 552.4 sq. m. of fl oor-
space per 1,000 people were built. The level of 400 sq. 
m. per 1,000 persons was surpassed by the Moscow 
Region, the Krasnodar Territory, the Leningrad region, 
Tatarstan, the Tyumen Region, the Kaliningrad Region, 
the Lipetsk Region and Bashkorstan. Moscow holds the 
66th place with 170.6 sq. m. of housing per 1,000 per-
sons. Among the regions, the Chukot Autonomous Re-
gion and the Magadan Region are at the bo  om of the 
list. 

In 2013, the correla  on of the average price of 1 sq. 
m of new housing of the all the apartments category 
to the actual cost of building of 1 sq. m. decreased by 
2.46 p.p. to 137.73% against the respec  ve value in 
2012 (Fig. 2). 

According to the data of the Rosstat, in January–
September 2013 the highest cost of building which 
exceeded by 50% and more the average na  onal 
leve l was observed in the Nenets Autonomous Region 
(Rb 54,099), the Khabarovsk Territory (Rb 54,984), 
the Sakhalin Region (Rb 56,279), the Yamalo-Nenets 
Autonomous Region (Rb 57,699), the Magadan Re-
gion (Rb 76,473) and the Chukot Autonomous Region 
(Rb 80,000). In 57 cons  tuent en   es of the Russian 
Federa  on, that cost is lower than the na  onwide ave-
rage; it is to be noted the lowest cost was registered in 

In January–October 2013, en   es of all the forms of ownership built 566,800 apartments with fl oorspace of 
45.4m sq. m which is equal to 113.3% on the respec  ve period of 2012. In 2013, the correla  on between the 
price of housing and households’ income points to higher aff ordability of housing both on the primary market and 
the secondary market. The weighted average rate on MHL in rubles extended within a month fell from 12.9% in 
March 2013 to 12.3% as of November 1, 2013. As of October 1, 2012, the debt on MHL in shares of GDP increased 
to 4.89% which is 2.3 p.p. higher than the largest pre-crisis value in 2008.

* January–October 2013 
** the sta  s  cal data on the number of apartments commis-

sioned by households at their own account and by means of bor-
rowed funds in January–October 2013 is not available; the values 
provided are of an evalua  ng nature only.

Source: the data of the Rosstat.
Fig.1. Commissioning of housing
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the Republic of Dagestan (Rb 18,241), the Chechen Re-
public (Rb 20,122) and the Kursk Region (Rb 21,988).

As of October 1, 2013, the ra  o of aff ordability of 
housing (RAH) as a correla  on of the price of a 54 sq. 
m standard apartment to the annual income of a fam-
ily of three amounted to 3.15 years and 3.24 years on 
the primary market and the secondary market, respec-
 vely, which values were 3.95% and 3.98% lower than 

the respec  ve RAH as of January 1, 2012, respec  vely. 
According to the data of the Rosstat, the area of 

land owned by ci  zens of the Russian Federa  on keeps 
decreasing and as of January 1, 2013 amounted to 
118,281,900 ha or 6.92% of the land of the Russian 
Fede ra  on against 119,549,100 ha (6.99%) in 2012. On 
the contrary, the area of land in state and municipal 
ownership and owned by legal en   es keeps growing. 
Within a year, the area of land plots owned by legal en  -
 es increased by 1.2m ha and amounted to 14.72m ha 

or 0.86% of the land of the Russian Federa  on. The area 

of land in state and municipal ownership increased by 
0.74m ha. According to the data of the Rossreestr pro-
vided by OAO AHML, (Fig. 3), in the 3rd quarter of 2013 

Table 1
BUILDING OF DWELLING HOUSES BY CONSTITUENT ENTITIES OF THE RUSSIAN FEDERATION 

IN JANUARY SEPTEMBER 2013

2013*
The place by 
the number 
of sq. m. Per 

1,000 persons

Regions of 
the Russian Federa  on

Floorspace commissioned in 2013 The place occupied by 
the number of sq. m. 
of built housing per 

1,000 persons in 2009, 
2010, 2011 and 2012 

In the period 
from the begin-
ning of the year, 
thousand sq. m.

 As % of 
the respec-
 ve period 

of the pre-
vious year

Sq. m. 
Per 1,000 
persons

1 Belgorod Region 851.3 115.4 552.4 3  3  2  3
2 Moscow Region 3724.2 119.2 528.4 1  1  1  1
3 Krasnodar Territory 2672.2 88.2 501.3 5  4  3  2
4 Leningrad Region 790.4 114.7 451.4 7  6  6  7
5 Tatarstan 1709.1 105.9 447.2 13 10 8 10
6 Nenets Autonomous Region 18.8 157.7 439.4 2  2  5  6
7 Tyumen Region 1531.6 110.0 436.3 9 12 9  4
8 Kaliningrad Region. 391.0 120.7 409.5 6  9 12 12
9 Bashkorstan 1638.1 114.1 403.4 10 15 15 15 

10 Lipetsk Region 468.8 107.8 403.4 8  7  7  5
12 St. Petersburg 1937.3 136.4 385.3 11 8 10 18
14 Southern Federal District 4988.4 97.6 358.6 16 17 16 16
24 North Western Federal District 3939.1 123.3 287.2 26 26 33 40
25 Central Federal District 10847.7 122.7 280.5 15 19 19 29
27 Privolzhsky Federal District 8261.8 106.1 277.5 28 27 25 27
30 Urals Federal District 3297.8 108.7 270.4 23 35 31 19
31 The Russian Federa  on 38733.0 112.0 270.2 27 28 30 34
43 North Caucasian Federal District 2130.9 102.4 223.3 52 49 50 46
46 Siberian Federal District 4169.6 115.3 216.3 49 44 44 43
66 Moscow 2043.7 159.5 170.6 70 84 84 82
75 Far Eastern Federal District 905.4 105.7 144.8 79 70 62 65
90 Magadan Region 5.6 81.7 36.8 88 88 89 89 
91 Chukot Autonomous Region 0.4 - 7.9 89 92 91 92
92 Murmansk Region 4.6 32.7 5.9 92 91 92 91

* January–September 2013
Source: on the basis of the data of the Rosstat.
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the share of mortgaged units of property in the total 
number of units of property registered in transac  ons 
with real property increased on the 3rd quarter of 2012 
by 3.6 p.p. and amounted to 24.6%., that is, one-fi  h 
of apartments bought with use of mortgage. Within the 
same period, the number of  tles of property to hous-
ing registered in transac  ons with real estate decreased 
by 1.6% and amounted to 1,088,263.

According to the data of the Rosreestr, in the 
3rd quarter of 2013 the volume of registra  on of indi-
viduals’  tles to land plots (4,353,712 cer  fi cates) in-
creased by 4.09% on the respec  ve period of 2012. On 
the contrary, the number of legal en   es’ registered 
 tles to land plots decreased by 10.32% and amounted 

to 194,479 cer  fi cates. Within the same period, lease-
hold of land plots by individuals (58,835 cer  fi cates) 
decreased by 1.5%, while that by legal en   es (60,059 
cer  fi cates) increased three  mes over. 

As compared to 2012, within the 3rd quarter of 2013, 
the number of registered mortgages of land plots for 
individuals (379,759 cer  fi cates) rose by 24.3%, while 
those for legal en   es (113,401 registered cer  fi -
cates), by 14.66%.

According to the data of the Rosreestr, the volume 
of registra  on in accordance with a simplifi ed proce-
dure – the summer co  age amnesty – for registra  on 
of individuals’  tles to land plots granted before the 
Land Code of the Russian Federa  on became eff ec-
 ve for carrying out personal subsidiary and suburban 

husbandry, hor  culture, gardening and individual ga-
rage and individual housing building keeps decreas-
ing  (Fig. 4) and as of October 1, 2013 amounted to 
292,482 cer  fi cates which is 20.19% lower than in the 
respec  ve period of 2012.

According to the data of the Central Bank of the 
Russian Federa  on, as of November 1, 2013 654 credi t 
ins  tu  ons extended 639,005 mortgage housing loans 
(MHL) for the amount of Rb 1,042.1bn which is 30% 
more than the volume of MHL in monetary terms ex-
tended as of November 1, 2012. In the 3rd quarter of 
2013, Rb 363.4bn worth of MHL was extended which 
is 34.6% more than in the 3rd quarter of 2012 (Fig. 5). 
As compared to the 3rd quarter of 2012, the volume of 
consumer lending rose by 22.8%.

In the 3rd quarter 2013, the share of MHK in the con-
sumer lending volume  rose by 1.37 p.p. as compared 
to the 3rd quarter of 2012 and amounted to 15.67%. In 
the 3rd quarter of 2013, the share of HL in the consum-
er lending volume  exceeded by 1.54 p.p. the share of 
HL in the 3rd quarter of 2012 (Fig. 6).

As of October 1, 2013, the volume of the extend-
ed MHL in shares of the respec  ve value of GDP 
amounted to 1.85% of GDP against 1.65% of GDP in 
2012 and the highest pre-crisis value of 1.67% of GDP 

in 2007 (Fig. 7). As of October 1, 2013, the debt on 
MHL amounted to 4.89% of GDP which is 1.7 p.p. and 
2.3 p.p. higher than the value of 2012 and the highest 
pre-crisis value of 2008, respec  vely (Fig.7).

In 2013, growth in the outstanding debt on MHL in 
rubles con  nued. As of November 1, 2013, the debt on 
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MHL in rubles rose by  35.41% as compared to that as 
of November 1, 2012 and amounted to Rb 2,366.5bn. 
The overdue debt on loans in rubles rose by 4.69% as 
compared to that as of November 1, 2012 and as of No-
vember 1, 2013 amounted to 1.11% of the outstanding 
debt or Rb 26.2bn. Within that period, the outstanding 
debt on MHL in foreign currency fell by 15.28% and 
amounted to Rb 114.09bn, while the overdue debt 
fell by 28.43% and as of November 1, 201 amounted 
to 12.3% of the outstanding debt or Rb 14.03bn. The 
share of the aggregate overdue debt as percentage of 
the aggregate outstanding debt kept decreasing and 
as of November 1, 2013 amounted to 1.62%. 

As of November 1, 2013, the share of the debt 
without overdue payments (Rb 2,364,052bn) in the 
total amount of the debt amounted to 95.3%, which 
is 0.63 p.p. lower than that as of January 1, 2013. As 
of November 1, 2013, the share of the debt on MHL 
with payment overdue for over 180 days (the debt 
on defaulted loans) in the total amount of the debt 
amounted to 1.97%, which is 0.29 p.p. lower than that 
as of January 1, 2013. 

In May 2013, growth in weighted average on MHL 
in rubles extended from the beginning of the year 
(12.8%) changed for a decrease to 12.6% as of Novem-
ber 1, 2013. The weighted average rate on MHL in ru-
bles extended within a month fell from 12.9% in March 
2013 to 12.3% as of November 1, 2013. As of Novem-
ber 1, 2013, the weighted average rate on MHL in for-
eign currency extended from the beginning of the year 
fell to 9.5% against the maximum value of 10.1% as of 
July 1, 2013. 

In 2013, the share of MHL in foreign currency ex-
tended from the beginning of the year in the total vol-
ume of MHL and the share of the debt on MHL in for-
eign currency in the total debt kept decreasing and as 
of November 1, 2013 amounted to 1.26% and 4.60%, 
respec  vely. The share of the overdue debt on MHL in 

foreign currency as a percentage of the total overdue 
debt varied from 32.81% to 36.0%, and amounted to 
34.9% as of November 1, 2013. 

According to the expert evalua  on by the 
ОАО AHML, the share of mortgage lending for buy-
ing of housing on the primary market keeps growing 
and in January–October 2013 amounted to 30% of the 
total volume of MHL having exceeded by 10 p.p. the 
value of 2012 (Table 2).

In January–November 2013, the ОАО AHML refi -
nanced Rb 42.03bn worth of 28,730 mortgage loans 
in rubles (Table 5) which is 22.74% and 29.59% lower 
in monetary terms and quan  ta  ve terms, respec-
 vely, than in the same period of 2012. It is to be 

noted that in January-October the rate of repurchas-
ing by the Agency of mortgages amounted to 11.09% 
(as regards the following products: Standard, Novo-
stroika, Young Teachers-Standard, Young Scien  sts 
and Military Mortgage) which is 1.51 p.p. lower than 
the weighted average rate within the same period, 
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Table 2
DYNAMICS OF MHL ON THE PRIMARY AND SECONDARY MARKETS

2008 2009 2010 2011 2012 January–October 2013
Mortgage loans for buying of housing on the primary market, including that which is under construc  on 

Billion Rb 120.9 15.6 38.8 107.5 206.4 312.6
In thousand units 64.4 13.3 30.8 78.5 138.3 191.7
Million sq. m. 3.3 0.5 1.2 3.2 6.1 9.1

Mortgage loans for buying of housing on the secondary market
 Billion Rb 534.9 136.9 340.1 609.4 825.6 729.5
In thousand units 285.1 116.7 270.2 445 553.4 447.3
Million sq. m. 13.5 3.7 8.1 16.3 20.9 18.6

The volume of the primary market of MHL as % of the total volume of MHL granted
18.4% 10.2% 10.2% 15.0% 20.0% 30.0%

Source: ОАО AHML.
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according to the data of the Central Bank of the Rus-
sian Federa  on.

According to the data of the AHML, in the period from 
October 1, 2009 to November 1, 2013 within the frame-
works of the S  mul program the Agency assumed Rb 
95.7bn worth of obliga  ons of which Rb 37.2bn was in-
vested in fulfi llment of obliga  ons. The AHML refi nanced 
loans for the amount of Rb 47.9bn at the rate of refi nanc-

ing of 7.84% out of Rb 48.45bn extended by banks to legal 
en   es for building of housing within the frameworks of 
the S  mul program at the average rate of 13.19%. With the 
average market cost of a sq. m of standard housing being 
equal to Rb 56,130 (Q2 2013) in regions which par  cipate 
in the S  mul program, the ave rage sale price on the mar-
ket declared by a S  mul program par  cipant amounted to 
Rb 63, 213 for a sq. m.  

Table 3
REPURCHASING BY ОАО AHML OF MORTGAGES AS OF DECEMBER 1, 2013

 By all the 
products

Standard 
product

Military 
Mortgage

Maternity 
Capital Novostroika Other

Repurchasing of mortgages, units 28730 13541 6910 2682 4480 1257
Repurchasing of mortgages, 
thousand rubles 42027422 17185213 14145296 3861752 4940053 1564097

Average value of a 
mortgage, thousand Rb 1463 1269 2047 1440 1103 1244

Source: the data of the ОАО AHML.
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MODERN TRENDS IN MINIMISATION OF OFFSHORE JURISDICTION:
OECD, G20 AND RUSSIA

G.Korolev, A.Levashenko

Off -shore zones can be classifi ed by various crite-
ria: the level of transparency (the extent of openness 
of the tax /banking data), the level of taxa  on (a zero 
taxa  on or simplifi ed taxa  on), lines of ac  vi  es of 
companies incorporated more o  en in the par  cular 
off -shore zone (shipping, commercial, insurance busi-
ness and other), countries whose residents use more 
o  en this or that off -shore zone (territorial belonging 
of the off -shore zone) and the type of law under which 
the legisla  ve system of the par  cular off -shore zone 
is built.  

It is important to single out off -shore zones which 
are “classical” jurisdic  ons and countries which have 
the off shore specifi cs. The fi rst type of off -shores in-
cludes such countries as Panama, the Bri  sh Virgin 
Islands, the Bahamas Islands and other states where 
there are no taxa  on and requirements to submit 
forms of accoun  ng statements to tax authori  es, 
the procedure for registra  on of en   es is simplifi ed, 
regi stra  on is carried out within the shortest period 
of  me and presence of the direct founder of the com-
pany is not required. 

The second type of off -shore zones includes coun-
tries or administra  ve units of countries with the spe-
cifi cs of the off shore jurisdic  on (Cyprus, Switzerland, 
Hong Kong, Singapore, Panama, Malta and other) 
where there are a simplifi ed procedure for incorpora-
 on of en   es, but, some  mes, quite an expensive 

one (as, for example, in Switzerland), taxa  on and the 
need to submit accoun  ng statements to tax authori-
 es. Some of those countries are members of promi-

nent interna  onal organiza  ons (the WTO and the 
OECD) or integrated territorial unions (for example, 
the EU). 

Along with that, there are four main groups of off -
shore zones formed on the basis of the regional princi-
ple. The global network of off shore centers is unevenly 
distributed by the con  nents: seven of them as situated 
in North America, 25 in Southern and Central America, 
28 in Europe, 19 in Asia, 7 in Africa and 14 in Oceania. 

1  See: A.A. Yakovlev. The Criteria of A  ribu  on of Territories and 
Jurisdic  ons to Off shore Zones // Your Tax Lawyer. 2008. No. 11. 

For many years, off -shore zones were a reliable mechanism of tax op  miza  on. According to experts’ es  mates, 
Russia is the world’s leader as regards the number of newly registered off -shore companies1. For the purpose 
of eff ec  ve preven  on of erosion of the tax base, Russia should join not only the OECD standards, but also that 
interna  onal organiza  on, as well. 

At the same  me, governments could not leave the 
fact of tax evasion unno  ced and by means of intra-
state measures and mechanisms of interstate cooper-
a  on (in par  cular with assistance of the OECD) coor-
dinate their policies as regards minimiza  on of the im-
pact of off shore jurisdic  ons on erosion of the tax base 
due to which budgets experience tax losses. Among 
countries, there is no unifi ed approach to the issue of 
control over off shore zones. The US, Japan and Swit-
zerland regards tax compe   on both as an instrument 
of dealing with ineffi  cient public expenditures and the 
one of eff ec  ve placement of business ac  vi  es. It is 
to be noted that most EU and OECD member-states 
use diff erent methods of fi gh  ng tax compe   on by 
determining the interna  onal tax harmoniza  on as a 
priority line of their ac  vi  es. What is meant here is 
such a system of measures to bring in harmony the tax 
policy of countries which are member-states of diff e-
rent unions or associa  ons as consist in adjustment of 
tax rates in diff erent states and elimina  on of double 
taxa  on. According to the EU and the OECD, tax com-
pe   on results in a situa  on where diff erent aspects 
of direct and indirect taxa  on actually become a new 
area of compe   on on the intergovernmental level, 
including that in terms of development of innova  ons, 
and a major factor of economic development in some 
regions, in par  cular, recognized off shore zones, that 
is, it leads to an upset of the interna  onal economic 
balance.  

 In Russia, there are two main documents which de-
termine the lists of countries with the off shore speci-
fi cs. It is Order No.108 of November 13, 2007 of the 
Ministry of Finance of the Russian Federa  on and In-
struc  ons No. 1317-U of August 7, 2003 of the Central 
Bank of the Russian Federa  on. In respect of those ju-
risdic  ons, a tax privilege of 0% on proceeds received 
by Russian en   es as dividends is not applied provid-
ed that certain condi  ons are met. At the same  me, 
despite those documents which clearly determine the 
list of off shore jurisdic  ons the Supreme Arbitra  on 
Court of the Russian Federa  on (SAC RF) formulated 
its stance on that issue in its ruling of March 26, 2013 
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on case No. 14828/12 TSZh Skakovaya 5 vs. ООО Ar-
teks Coorpora  on. The Supreme Arbitra  on Court of 
the Russian Federa  on ruled that courts were in a po-
si  on to a  ribute individually a foreign state in which 
a legal en  ty was incorporated and which legal en  ty 
took part in arbitra  on proceedings to off shore juris-
dic  ons. In addi  on to the above, off shore companies 
par  cipa  ng in arbitra  on proceedings have to provide 
the court with the informa  on on benefi ciaries, affi  li-
ated persons and the corporate structure. If such infor-
ma  on fails to be provided the court may recognize as 
the proved ones the circumstances in favor of the ad-
verse party and on the basis of that deliver a judgment 
against the off shore company. Such is the stance of 
the Russian judicial system.  A  er the planned merger 
of the Supreme Court of the Russian Federa  on with 
the Supreme Arbitra  on Court of the Russian Federa-
 on the above legal posi  on will remain unchanged as 

minimiza  on of the impact of off shore jurisdic  ons is 
an objec  ve of the state policy1. 

As regards interna  onal coopera  on, it is worth 
men  oning the G20 Summit in St. Petersburg last 
summer where par  cipants approved by a majority 
of votes the OECD Plan of Ac  ons to Prevent Erosion 
of the Tax Base and Non-Disclosure of Profi ts2, that is, 
a measure aimed against off shore jurisdic  ons. Also, 
the above Plan sets the deadlines of implementa  on 
of the proposed measures, that is, they are to be reali-
zed within two years. 

Par  cipants in and associated members of the 
OECD recognize that the exis  ng system of bilateral 
interna  onal double taxa  on trea  es is imperfect, 
so, fundamental changes which permit to eliminate 
such legal gaps and confl icts as make it possible to 
evade taxa  on are required. The Plan is primarily fo-
cused on informa  on technologies in tax administra-
 on, in par  cular, an automa  c exchange of informa-
 on on taxpayers. So, to receive the informa  on on 

benefi ciary companies an offi  cial request is not need-
ed and the informa  on is automa  cally provided by 
a member-state. As regards that above, the OECD 
will coo perate with G20, the World Bank and all the 
interested par  es, par  cularly, as regards assistance 
to develo ping countries on that ma  er. Also, the em-

1  In par  cular, in the President’s State of the Na  on Address 
of December 12, 2013 to the Federal Assembly it is stated that 
revenues of companies incorporated in off shore jurisdic  ons and 
owned by a Russian na  onal – the ul  mate benefi ciary – are to be 
taxed in accordance with Russian tax rules and tax payments paid 
to the Russian budget. Companies incorporated in a foreign juris-
dic  on are not allowed to use state support measures, including 
loans of the Bank for Foreign Economic Aff airs and state guaran-
 es.  Such companies are to be denied access to fulfi llment of state 

contracts and contracts of en   es with state par  cipa  on. 
2  Ac  on plan on base erosion and profi t shi  ing. OECD. 2013. 

phasis was made on the effi  cient exchange of infor-
ma  on in the Annex to the Declara  on of the G20: 
the number of jurisdic  ons which assumed obliga-
 ons as regards introduc  on of standards and joined 

the global forum on the exchange of informa  on for 
tax purposes increased to 1203. By the end of 2015, 
G20 member-states are expec  ng to start an auto-
ma  c exchange of informa  on in the sphere of taxa-
 on. In addi  on to that, it is stated in that document 

that “the Mul  lateral Conven  on [the OECD conven-
 on on mutual administra  ve assistance in taxa  on 

issues] is of key importance to a prompt introduc  on 
of a new standard and ensuring of advantages of a 
new more transparent system to developing coun-
tries”. By the middle of 2014, it is expected to com-
plete the work on technical aspects of an eff ec  ve 
automa  c exchange of informa  on. 

In May 2013, the UK overseas territories (Anguil-
la, the Bermuda Islands, the Bri  sh Virgin Islands, 
Montserrat and the Turks and Caicos Island) joined 
the system of an automa  c exchange of informa  on 
with such states as the US, Spain, Germany, Italy and 
France4. Also, the Isle of Man, Guernsey, Jersey and 
Gibraltar joined the system. Establishment of that sys-
tem was the result of eff orts by the US government 
in the frameworks of the Foreign Account Tax Compli-
ance Act (FATCA). So, under the impact of new trends 
low-taxa  on jurisdic  ons which remained in high de-
mand in the past few years became par  cipants in the 
fi ght against off shore zones. 

 However, not all the OECD member-states approved 
that ini  a  ve. For instance, Switzerland defi nitely stood 
against the automa  c exchange of informa  on. 

 The required measures are related to neutraliza  on 
of confl icts of law principles of various regulatory acts 
in the tax sphere: norms of intrastate legisla  on and in-
terna  onal bilateral double taxa  on trea  es. To achieve 
that, it is planned to u  lize provisions both of the OECD 
model tax conven  on in respect of revenues and capital 
and respec  ve guidelines, for example, those for lim-
ited applica  on of tax deduc  ons and u  liza  on of har-
monized rules in respect of affi  liated persons. 

In the plan of ac  ons, it is stated that the received 
income is to be more accurately linked to the eco-
nomic ac  vity which has generated it. Imperfec  on 
of the exis  ng system is a factor behind many abuses 
by taxpayers of provisions of bilateral double taxa  on 
trea  es. 

3  The Annex on the issues of taxa  on to the Declara  on of the 
Leaders of G20 States. September, 2013.
4  Chancellor welcomes huge step forward in global fi ght against 
tax evasion. HM Treasury. Published 2 May 2013 // h  ps://www.
gov.uk/government/news/chancellor-welcomes-huge-step-for-
ward-in-global-fi ght-against-tax-evasion 
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The plan of ac  ons approved at the G20 Summit in 
St Petersburg provides for tough deadlines for imple-
menta  on of those measures (that is, within the pe-
riod of two years). So, off shore zones in a normal defi -
ni  on of that term will be liquidated in the near future. 

The need of liquida  on is jus  fi ed by a few factors. 
During the fi nancial and economic crisis of 2008, many 
countries started to look for addi  onal sources of 
budget revenues. In most states, a territorial principle 
of taxa  on is used. Under the above principle, taxes 
are charges at a source of revenues in the territory 
of a respec  ve state. So, a transfer of assets to oth-
er jurisdic  ons poses a threat to budget revenues of 
states where the above principle is u  lized. As a con-
sequence of the fi rst proposal, at the level of the inter-
na  onal and legal regula  on of tax policies of states 
a more effi  cient coopera  on in bringing taxa  on rules 
and norms into harmony emerged. It is likely that the 
experience of EU member-states will be used as the 
standard of harmoniza  on and networking. Countries 
cooperate for the purpose of minimiza  on of a harm-
ful tax compe   on and liquida  on of confl icts of laws. 
The exis  ng system of double taxa  on trea  es does 
not permit to avoid completely such confl icts of laws. 

In Russia, a fi ght against off shore zones is compli-
cated due to a few factors. Firstly, there is no agree-
ment on the exchange of informa  on with most low-
taxa  on jurisdic  ons1. At the same  me, Russia does 
not actually maintain an adequate exchange of infor-
ma  on with tax authori  es of foreign states. Affi  lia  on 
of persons has not been determined (for more than 
a year from April 3, 2012  ll the present day relevant 
regula  ons have been at a dra   law stage2). Secondly, 

1  Russia does not have an agreement with the following juris-
dic  ons: Panama, the Isle of Man, Gibraltar, Malta, the Seychelles 
Islands, the Bri  sh Virgin Islands, Nevis, the Bahamas Islands, 
Liechtenstein, Hong Kong, the Channel Islands (Jersey and Guern-
sey), Uruguay and the Cayman Islands.
2  h  p://asozd2.duma.gov.ru/main.nsf/%28SpravkaNew%29?O
penAgent&RN=252441-6&02 

for the purpose of effi  cient preven  on of erosion of 
the tax base, Russia should join as soon as possible the 
OECD – the organiza  on which has the ul  mate infl u-
ence in a fi ght against off shore zones. In addi  on to the 
above, it is the OECD that develops and introduces ef-
fec  vely the standards of fi ght against op  miza  on of 
taxa  on by means of low-taxa  on jurisdic  ons. Thirdly, 
Russia’s par  cipa  on in the Customs Union and the 
Single Economic Space with countries which are not 
and cannot be member-states of the OECD or G20 in 
the near future may weaken to some extent the fi ght 
against off shore zones. The single customs territory, 
common external borders and free fl ow of goods, ser-
vices and capi tal requires coordinated ac  ons by Rus-
sia, Kazakhstan and Belarus to carry out an eff ec  ve tax 
administra  on both in respect of third countries and 
between one another. So, off shore schemes can be 
realized through other member-states of the Customs 
Union – Belarus and Kazakhstan – provided that they 
do not carry out fi ght against off shore zones (for exam-
ple, unlike Russia they may not have an agreement on 
exchange of informa  on with tax havens). Consequent-
ly, by virtue of the existence of the na  onal regime bet-
ween the three countries all the member-states of the 
Customs Unio n should adopt common rules in respect 
of off shore zones and contribute to uniformity of en-
forcement procedures in that regard. In addi  on to the 
above, Russia, Kazakhstan and Belarus have to ensure 
between one another an eff ec  ve exchange of informa-
 on on tax issues, as well as banking informa  on. Also, 

member-states of the Customs Union and the Single 
Economic Space should carry out simultaneously tax 
audits which measure is to contribute to eff ec  ve tax 
administra  on in accordance with the OECD standar ds 
in the en  re territory of the Customs Union.   
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REVIEW OF MEETINGS OF THE GOVERNMENT OF THE RF
IN DECEMBER 2013
M.Goldin

On December 5, the dra   federal law on Amendment 
of the Budget Code of the Russian Federa  on (As Re-
gards Long-Term Budget Planning) and Recogni  on as 
Null and Void of Individual Provisions of the Federal Law 
on Amendment of the Budget Code of the Russian Fed-
era  on As Regards Regula  on of the Budgetary Process 
and Bringing into Harmony of Individual Statutory Acts 
of the Russian Federa  on with the Budget Legisla  on 
of the Russian Federa  on was discussed at the meet-
ing of the Government. The above dra   law determines 
the legal basis of forma  on of long-term budget strate-
gies.  Development and approval of the dra   law on the 
long-term budget planning is an important step towards 
introduc  on of long-term budgetary components in the 
budgetary system of the Russian Federa  on. 

It is to be reminded that the fi rst steps in that direc-
 on were made as early as August 2008 when the Min-

istry of Finance of the Russian Federa  on developed 
and published the dra   of the Budget Strategy in the 
period  ll 2023. Apart from priority lines of the budget 
policy in the period  ll 2023, a key point of the Budget 
Strategy was eff orts to develop at least approximate 
parameters of the expenditure side of the federal 
budget by sec  ons of func  onal classifi ca  on (as % of 
GDP). Despite the fact that publica  on of the dra   was 
of great importance, the document in ques  on never 
became eff ec  ve. A bit later, by Resolu  on No. 1662-r 
of November 17, 2008 the Concept of the Long-Term 
Social and Economic Development of the Russian Fed-
era  on in the Period  ll 2020 was approved. However, 
due to the global fi nancial crisis the switch-over to the 
long-term budget planning was postponed for an in-
defi nite period. Despite that, in a number of regions 
they started to develop and approve program docu-
ments on the strategy of the long-term social and eco-
nomic development. 

Approval of the Program of the Government of the 
Russian Federa  on on Upgrading of Effi  ciency of Bud-
get Expenditures in the Period  ll 2012 by Resolu  on 
No. 1101-r of June 30, 2010 of the Government of the 
Russian Federa  on made a new impact on develop-
ment of the long-term budget planning. In the above 
program, a need to form budgets with taking into ac-

In December 2013, at the mee  ngs of the Government of the Russian Federa  on a dra   federal law which intro-
duced into the budgetary process the components of the long-term budget planning was discussed among other 
things.

count a long-term forecast of the main parameters of 
the budgetary system of the Russian Federa  on based 
on realis  c es  mates was declared as a fundamental 
principle of the budget policy. 

In addi  on to the above, the Ministry of Economic 
Development of the Russian Federa  on developed and 
later the Government of the Russian Federa  on submit-
ted to the State Duma a dra   deferral law on the State 
Strategic Planning which specifi cs consisted in establish-
ment of a long-term horizon of planning (from six years). 
Though the dra   federal budget which set the legal 
frameworks of comprehensive regula  on of the strate-
gic budget planning was approved in the fi rst reading by 
the State Duma of the Russian Federa  on in November 
2012, the second reading has not taken place yet.  

In such a situa  on, the Ministry of Finance of the 
Russian Federa  on developed and submi  ed to the 
Government of the Russian Federa  on the dra   law 
on the long-term budget planning in which the con-
cept of a long-term budget planning in the budget 
process was determined. It is to be noted that a key 
component of a long-term budget planning at all the 
levels of the budgetary system is the so-called budget 
strategies which are formed by the Russian Federa-
 on, cons  tuent en   es of the Russian Federa  on 

and municipal en   es. 
A “budget strategy” is determined by the dra   law 

as a document which includes a forecast of the main 
parameters of the relevant budgets (consolidated 
budgets) of the budgetary system of the Russian Fe-
dera  on, indices of the fi nancial provision of state 
(municipal) programs in the period of their opera  on, 
other documents which characterize budgets (consoli-
dated budgets) of the Budgetary system of the Russian 
Federa  on, as well as the main approaches to forma-
 on of the long-term budget policy.

The budget strategy of the Russian Federa  on and 
a cons  tuent en  ty of the Russian Federa  on is de-
veloped each six years for the period of 12 years and 
more on the basis of the long-term forecast of the so-
cial and economic development of the Russian Federa-
 on and a cons  tuent en  ty of the Russian Federa  on 

in the relevant period. 
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The budget strategy of a municipal en  ty is deve-
loped each three years for the period of six years and 
more on the basis of the long-term forecast of the so-
cial and economic development of a municipal en  ty 
in the relevant period.

Also, the dra   law sets the procedure for develop-
ment of a dra   budget strategy. 

By Resolu  on No.2334-r of December 11, 2013, the 
dra   law was introduced to the State Duma of the Rus-
sian Federa  on.  
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REVIEW OF THE RF ECONOMIC LEGISLATION
IN DECEMBER 2013
I.Tolmacheva, Yu.Grunina

I. Federal Laws of the Russian Federa  on 
Federal Law No.345-FZ of December 2, 2013 On 

AMENDMENT OF ARTICLE 855 OF PART TWO OF THE 
CIVIL CODE OF THE RUSSIAN FEDERATION 

The priority of debi  ng of cash funds to the account 
in case of insuffi  cient account balances for the pur-
pose of mee  ng creditors’ demands was brought in 
compliance with Resolu  on No.21-P of December 23, 
1997 of the Cons  tu  onal Court by which the norm 
(Ar  cle 855 (2) (4)) that such mandatory debi  ng on 
the basis of payment documents which envisage pay-
ments to the budget and extra-budgetary funds as 
specifi ed in Ar  cle 855 (5) was recognized as inconsi-
stent with the Cons  tu  on of the Russian Federa  on 
means only a collec  on of debts on the basis of indis-
putable instruc  ons of tax authori  es. 

In the new wording of Ar  cle 855 (2) of the Civil 
Code of the Russian Federa  on, Paragraph 4 and para-
graph 5 are united in a single norm; at present in case 
of insuffi  cient account balances in order to meet all 
the claims made debi  ng of cash funds to that account 
will be carried out in the following order:  

In the fi rst order, claims will be met on the basis of 
court orders which envisage a transfer or release of 
cash funds out of the account for mee  ng claims for 
compensa  on of damage caused to life and health, as 
well as demands  for recovery of alimony;

• In the second order, claims will be met on the 
basis of court documents which envisage a 
transfer or release of cash funds for payment 
of severance benefi ts and labor remunera  on 
to persons who work or worked under a labor 
contract (agreement), as well as remunera  on 
to authors of outputs of intellectual ac  vi  es;

• In the third order, claims will be met on the 
basis of payment documents which envisage a 
transfer or release of cash funds for payment 
labor remunera  on to persons who work under 
a labor contract (agreement), tax authori  es’ 
instruc  ons to debit and transfer tax arrears to 
budgets of the budgetary system of the Russian 

In December, the following amendments were introduced into the legisla  on: amendments were introduced into 
Ar  cle 855 of Part II of the Civil Code of the Russian Federa  on as regards the priority of debi  ng of cash funds in 
case of insuffi  cient account balances for the purpose of mee  ng all the claims made; from January 1, 2014, the 
new minimum monthly pay was established; The Government of the Russian Federa  on approved a new Resolu-
 on Statute on the Procedure for Assignment of Academic Degrees.

Federa  on, as well as instruc  ons of authori  es 
in charge of supervision over payment of insur-
ance contribu  ons and transfer of amounts of 
insurance contribu  ons to budgets of state ex-
tra-budgetary funds;

• In the fourth order, claims will be met on the 
basis of court orders which envisage mee  ng of 
other cash claims;

• In the fi  h order, claims will be met on the ba-
sis of other payment documents in accordance 
with a calendar order.

2. Federal Law No.336-FZ OF December 2, 2013 on 
AMENDMENT OF ARTICLE 1 OF THE FEDERAL LAW ON 
THE MINIMUM PAY 

From January 1, 2014, the minimum pay is set in the 
amount of Rb 5,554 a month (in 2013 the minimum 
monthly pay amounted to Rb 5,205).

II. Resolu  ons of the Government of the Russian 
Federa  on 

Resolu  on No.1139 of December 10, 2013 on THE 
PROCEDURE FOR ASSIGNMENT OF ACADEMIC DEFREES

A new resolu  on on assignment of academic de-
grees was approved. It establishes a procedure for 
assignment of academic decrees of an assistant pro-
fessor and professor, including the criteria for assign-
ment thereof, requirements to persons who apply for 
an academic degree, the procedure for considera  on 
of reviews, as well as grounds and the procedure for 
depriva  on and reinstatement of academic degrees. 
Also, the criteria of assignment of academic degrees 
and requirements to persons who seek academic de-
grees in art, physical culture and sport have been de-
termined. 

In accordance with the Resolu  on, academic de-
grees are assigned by research speciality in accordance 
with such nomenclature of categories of researchers 
as is approved by the Ministry of Educa  on and Sci-
ence of the Russian Federa  on (earlier academic de-
grees of a professor by a chair and assistant professor 
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by a chair, as well as those of a professor in a speciality 
and assistant professor in a speciality were assigned 
by the Ministry of Educa  on and Science of the Rus-
sian Federa  on on the basis of the conclusion by the 
Supreme Review Commission). 

The procedure for appeal against decisions on dep-
riva  on and reinstatement of academic degrees has 

been abolished. Respec  ve decisions can be appealed 
against in courts of law. In case an academic degree 
was refused to be assigned, another presenta  on by a 
seeker of an academic degree can take place at least in 
a year from the day of the decision on refusal to assign 
an academic degree.   
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REVIEW OF TAXATION REGULATORY DOCUMENTS
ISSUED IN THE PERIOD OF NOVEMBER DECEMBER 2013
L.Anisimova

In his Annual Presiden  al Address to the Federal 
Assembly and at the press conference President Pu-
 n described many proposals aimed at enhancing the 

economic development in the Russian Federa  on. 
The country’s top leaders consider it necessary 

to resume the election of local government au-
thorities at the municipal level, i.e., mayoral elec-
tions. The currently unbalanced revenue base and 
budget liabilities at this level will require measures 
aimed at supporting local budgets: elaborate gen-
eral principles of organization of local self-govern-
ance, build-up of a strong, independent, solvent 
power at the local level. 

Local budgets are supposed to be strengthened 
through making changes to the current patent system 
so that legal en   es and self-employed entrepreneurs 
hire foreign labor force on the patent basis. The price 
of a patent will be determined at a cons  tuent terri-
tory of the Russian Federa  on. Buying a patent for a 
certain period will allow a foreign worker to legi  mize 
his/her terms of employment while payment for the 
patent strengthen the local budget revenue base and 
prevent uncontrolled migra  on, because each patent 
will be issued for a certain territory. 

Measures of fi nancial support to the regions were 
announced. Regional costs on crea  ng the infrastruc-
ture of industrial and technology parks, business incu-
bators are supposed to be compensated to a cons  tu-
ent territory of the Russian Federa  on through inter-
governmental transfers. Addi  onal federal taxes levied 
within three years from the enterprises located at such 
territories will be the source of such transfers. 

Preferen  al tax treatment allowed for new produc-
 on facili  es located in the Far Eastern District and 

Transbaikalia (except produc  on of hydrocarbons) is 
planned to be extended to the accelerated develop-
ment zones located in Eastern Siberia, the Krasnoyarsk 
Territory and the Republic of Khakassia: a 5-year holi-
day for profi t tax, mineral extrac  on tax (except crude 

During the period under review, November-December 2013, fi scal policy guidelines were formulated in the Presi-
dent’s Address to the Federal Assembly on 12.12.2013 and his speech at the 9th Annual Press Conference on 
19.12.2013. In par  cular, new tax schemes and allowances were announced. In our opinion, change of task 
priori  es and reorienta  on of federal fi nancial en   es to support a sustainable revenue base of the state is vital 
amid stagna  on. Develop a free market, ensure effi  cient performance of market players is cri  cal in pursuing 
the foregoing aims. Financial regula  on of the economy goes beyond taxes. The greatest challenge is counteract 
economic monopolies.

oil and natural gas), land tax, profi t tax, а as well as 
reduced insurance premium rate.  

In addi  on, President Pu  n confi rmed that gover-
nors are en  tled to grant a 2-year tax holiday for new 
small enterprises (businesses) engaged in the produc-
 on, social, and research areas, but the decision on 

the introduc  on of such allowances will lay within the 
scope of competence of governors (such a scheme was 
adopted to compensate for short-received regional 
budget revenues with the federal budget resources). 

A special emphasis was paid to prevent further capi-
tal ou  low through off shore zones. According to the 
presented data, off shore zones account for 20% of the 
Russia’s exports ($111bn) and 50% of the Russia’s in-
vestment. The issue is so vital that the Russian Govern-
ment is ready to revise its agreements on avoidance 
of double taxa  on with the countries which grant a 
preferen  al tax treatment, if tax authori  es of such 
countries fail to send to the Russian Federa  on the in-
forma  on of benefi ciaries’ revenues from Russia. Rus-
sian organiza  ons whose benefi ciaries are hidden in 
off shore zones are not supposed to either be allowed 
to par  cipate in public contract tenders, or receive 
public guarantees.  

A single federal portal of control measures with a 
special ID assigned to each inspec  on is expected to 
be created with a view to protec  ng business and re-
ducing corrup  on pressure. Informa  on disclosure on 
the portal will allow the ini  ator of an inspec  on, the 
inspected en  ty, the mo  ves of the inspec  ng body 
to be iden  fi ed, and the results of the inspec  on to 
be seen.    

 In our opinion, priority fi nancial objec  ves of the 
contemporary economic development in the Russian 
Federa  on should also include counterac  ng monop-
olies which exist in one guise or another and ar  fi cially 
redistribute fi nancial resources for their own benefi t, 
destroying a free market. Given a cri  cal importance 
of the task to develop a free domes  c market in the 
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Russian Federa  on in order to overcome economic 
stagna  on, the objec  ves of federal fi nancial bodies 
should be adjusted, in our opinion. 

Let’s explain our point of view. Monopoliza  on is a 
natural way of market development. The mechanism 
of monopoliza  on is well described in the economic 
(classical) literature. Monopoliza  on is intended to get 
rid of compe  tors and establish monopoly prices (be-
ginning with predatory price dumping and ending with 
monopolis  cally high prices when other manufactu-
rers are gone) which later reaches the ceiling, thereby 
redistribu  ng public resources for the benefi t of the 
monopolist. Therefore, the monopoly price contains 
a monopoly markup over monopolist costs which is a 
varia  on of compulsory payments due by consumers 
to the owners of the monopoly. Problems begin when 
the monopoly needs powers of authority to forcibly re-
tain its monopoly status in the market. The mono poly 
tends to ‘coalesce’ with the state at diff erent levels for 
the purpose of using the available state administra  on 
body for its own benefi t. Such a coali  on is dangerous, 
because state power authori  es blink the fact that 
the resources, which should go to the budget in a free 
market, turn out to be available for the monopoly. 

If the Russian Federa  on wants to be more a  rac-
 ve to investors, it should fi rst of all focus on the ob-

jec  ves of control and development of the market 
through indirect methods, without strong-arm in-
terference. A free market itself can detect and reject 
monopoly when the la  er just begins to destroy free 
compe   on. It is at this stage when the state can most 
effi  ciently counteract monopoly, but this requires con-
stant monitoring over the market condi  ons. Howe-
ver, the federal ministries and agencies can hardly yet 
recognize free market promo  on as their key objec-
 ve to enhance the federal revenue base, instead they 

replace this objec  ve with the current task of looking 
for resources to service ever growing federal expendi-
tures. 

Following is an example. Substandard fi nancial base 
in the regions and local self-governments has long 
turned out to be a serious issue for the federal budg-
et. Regional debts will unavoidably result in growth in 
the Russia’s sovereign debt which has been growing 
over the past few years1. Furthermore, the core fede-

1  «Госдолг России превысит доходы бюджета через десять 
лет», сайт lenta.ru от 6.12.2013 [“Russia’s sovereign debt to ex-
ceed budget revenues in nine years”, lenta.ru dd. 06.12.2013]. 
«Минфин предупредил, что к 2025 году госдолг превысит доходы 
бюджета на 6,2 процента, а к 2030 году — на 22,7 процента. Рост 
госдолга чиновники объяснили сокращением поступлений от 
приватизации после 2018 года. Таким образом, заимствования 
станут единственным источником финансирования дефицита, но 
за их счет может быть покрыт дефицит в размере не более 1,1-
1,2 процента ВВП» [“The Ministry of Finance has warned that Rus-

ral gover nment authori  es don’t get to the bo  om of 
the regional issues and defi cit in the regional revenue 
base, because there are not commissioned to do such 
a task. The Ministry of Finance of Russia would rather 
suggest to replace the governor of a region with budg-
et defi cit than engage core ministries and arrange for 
a systemic analysis of the causes of failures in the re-
gional revenue base2. The following chain lines up: fed-
eral budget issues will unavoidably keep aggrava  ng 
with degrada  on of the regional revenue base which 
depends largely on small and medium-sized busi-
nesses, but the federal government authori  es prefer 
formal decisions (по праву ‘Russia’s ver  cal power 
structure’) to analysis of the reasons of weak ac  vity 
of small and medium-sized businesses. According to 
the available informa  on, it is regional and municipal 
monopolies that cons  tute a key obstacle against the 
development of the regional and local business. The 
following happens, more or less. Certain fi rms or en-
trepreneurs purchase by themselves or through straw 
par  es commercial real estate in a region and off er for 
rent to regular entrepreneurs, but either with large 
fl oor spaces so that the lessee subsequently look for 
a sub-lessee (the buy-or-pay principle), or the lessee 
allows an entrepreneur to work without an agree-
ment, i.e., the la  er has to run a shadow business, 
pays a monopoly price to the lessor who in turn pays 
the real property tax only. The lessee becomes lessor’s 
hostage, because he actually would run an illegal busi-
ness. A large-scale inspec  on is impossible, because 
of mismatch of the data available at the Tax Service 
and the Federal Service for State Registra  on, Cadas-
tre and Cartography (Rosreestr). The regional level is 
“too small” for the Federal An  -Monopoly Service. 
As a result, the Tax Service monitors – exclusively via 
docu ments3 – property tax revenues while the re-
gional budget base remains without revenues. In this 
case, it would be be  er to announce a tax amnesty for 

sia’s sovereign debt will exceed 6.2% budget revenues by 2025 and 
22.7% by 2030. Public servants explained that the sovereign debt will 
grow in response to reduc  on in revenues from priva  za  on a  er 
2018. Borrowings will therefore become the sole source of defi cit fi -
nancing. However, borrowings can cover a defi cit of not more than 
1.1-1.2% of GDP”].  
«Минфин оценил нехватку средств в бюджете в 10 триллионов 
рублей», сайт lenta.ru от 5.12.2013 [“The Ministry of Finance 
es  mates a Rb 10 trillion defi cit in the budget”, lenta.ru dd. 
05.12.2013]. «В результате государственный долг вырастет 
примерно на половину, с нынешних 12 до более 18 процентов 
ВВП» [“As a result, Russia’s sovereign debt will increase to account 
for almost 50% of the current 12% to more than 18% of GDP”]. 
2  Regional fi nancial problems can hardly be reduced to a federal 
center’s simple statement of the fact of dras  c increase of their tax 
burden.   
3  Regre  ully, while the Tax Service and the Rosreestr have elec-
tronic databases, both of them have not been verifi ed over the last 
15 years. 
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lessees and forcibly put the non-profi t-making com-
mercial real estate to a public leasehold compe   on 
on common basis at market prices. In our opinion, the 
introduc  on of numerous tax regimes would provide 
no adequate control of the situa  on, because they are 
applied discretely and introduced according to formal 
criteria. It is, therefore, important to expand the usage 
of a universal criterion of poten  al income appraisal 
of commercial real estate in the form of imputed tax 
per unit area of non-residen  al premises – it should be 
done to s  mulate lessors to legally lease out such fl oor 
spaces for commercial use. 

In our opinion, analysis of the causes of problems 
faced in star  ng and running small and medium-sized 
businesses in specifi c regions (including anonymous 
surveys) should be entered the list of top priority lines 
of the federal execu  ve authori  es. 

    
Regarding tax incen  ves for the economic develop-

ment, it implies in a general tax burden relief. Howeve r, 
unfortunately, it is the policy of pin-point tax allowan-
ces that prevails in the Russian Federa  on. The lack of 
any well-defi ned posi  on towards non-expediency of 
introduc  on of tax allowances o  en leads to strategi-
cally incorrect decisions. For instance, we repeatedly 
warned on the impermissibility of gran  ng tax allow-
ances to organiza  ons which are engaged in specula-
 ve trading (opera  ons without economically feasible 

sources of income) exposed to high risks, including 
those secured by borrowings from third par  es. It re-
fers to state support of dealers (not brokers) in specu-
la  ve trading in the fi nancial market (they are en  tled 
to use profi ts before taxa  on, i.e., budget resources, 
to build up provisions for impairment of securi  es), 
applica  on of an exclusively preferen  al (which was 
previously applied to banks only) procedure for charg-
ing losses and even short-received specula  ve interest 
building up the profi t of microfi nance organiza  ons, 
etc, to the account of the budget. The situa  on in 
western countries diff ers. In the United States, banks 
may not use their capital to purchase securi  es1. Spe-

1  Е.Мериминская «Волкер» поправит банки «Правило 
Волкера» – революция в банковской системе США, сайт gaze-
ta.ru от 11.12.2013. «В банковской системе США революция: 
регуляторы приняли «правило Волкера», которое запрещает 
банкам зарабатывать на спекуляциях. …Правило запрещает 
банкам торговлю ценными бумагами за счет собственных 
средств, то есть торговые операции для собственной 
прибыли…Деятельность банков на бирже теперь может 
проходить только в интересах клиентов, или в качестве mar-
ket-maker, когда банк принимает риски хранения и торговли 
бумагами определенного эмитента, или для минимизации 
рисков (хеджирование). …Правило названо в честь Пола 
Волкера – главы Федрезерва в 1979–1987 годах. Волкер назвал 
повышенную активность банков на фондовом рынке одной 
из причин кризиса 2008 года и предложил законодательно 

cula  ons are considered dangerous for the fi nancial 
market, because they encourage players towards risk 
transac  ons (the higher is the risk, the higher is the 
profi t), the higher is the demand for risk assets (so is 
their specula  ve price), the higher are the risks. In the 
end, a fi nancial crisis turns out to be more destruc  ve, 
because playing risks resembles a pyramid scheme, re-
sul  ng in a li  le number of high-profi t gainers and a 
great number of those who pay high risks with their 
hard-earned money. In our case, the state at its own 
account provides extra hedging (by gran  ng exclusive 
tax allowances) for professional speculators’ risks. 

Indeed, an  -evasion measures in the Russian Fede-
ra  on are facing problems and slow rate of introduc-
 on of most effi  cient counterac  on methods into 

prac  ce. A good illustra  on of this is the Le  er dd. Oc-
tober 31, 2013, No. СА-4-9/19592 of the Ministry of Fi-
nance of Russia and the Federal Tax Service of Russia. 

The foregoing Le  er was prepared with a view to 
improving the quality of control measures and contains 
a review of the prac  ce of considera  on of taxpayers’ 
complaints and tax-related disputes on unjus  fi ed tax 
benefi t at arbitra  on courts. The review covers a set 
of arbitra  on cases in which the Supreme Commer-
cial Court of the Russian Federa  on took the part of 
tax authori  es. The Federal Tax Service of Russia pro-
vides detail descrip  on of each lawsuit, the essence 
of tax viola  on, and the documented evidence of the 
tax viola  on presented in the course of legal proceed-
ings. Therefore, the review contains a list of the vio-
la  ons which tax authori  es should focus on in their 
day-to-day opera  on, as well as a standard method of 
evidence collec  on and documenta  on for each spe-
cifi c case so that tax authori  es can make a standard 
evidence base which allows to win a lawsuit concern-
ing similar tax viola  ons. 

The review pays a special a  en  on towards the 
method of collec  on of evidence showing that taxpay-
ers’ business transac  ons formally meet the require-
ments of the applicable tax laws and regula  ons, but 

ограничить ее. «Правило Волкера» стало ключевым пунктом 
финансовой реформы Додда – Фрэнка» [E. Meriminskaya ““Vol-
cker” will repair banks. The “Volcker Rule” is a revolu  on in the 
U.S. banking system”, gazeta.ru от 11.12.2013. “A revolu  on in the 
U.S. banking system: Regulators have adopted the “Volcker Rule” 
which bans specula  on-based earnings for banks. …Under the rule, 
banks may not trade in securi  es with their own equity, i.e., trade 
for their own profi t …From now on banks may operate in the stock 
exchange for the benefi t of their customers, or as market-makers, 
when a bank assumes risks of safekeeping and trade in securi  es 
of a specifi c issuer, or for mi  ga  on of risks (hedging). … The rule 
was named a  er Paul Volcker, the Head of the FRS in the period of 
1979 thru 1987. Volcker explained that banks’ hyperac  vity in the 
stock market was a cause of the crisis in 2008 and suggested that 
such an ac  vity should be legally restricted. The “Volcker Rule” be-
came the key point of the Dodd-Frank fi nancial reform”]. 
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have no reasonable business goal other than unjus-
 fi ed preferen  al tax terms. This is a most challeng-

ing tasks, because tax authori  es have to dispute the 
contents of contractual rela  ons. Tax authori  es are 
found themselves engaged in a hard, low-performance 
paperwork, because agreements (contracts) diff er and 
there is no way to fi nd a standard approach in such a 
situa  on. Such a paperwork is very costly and requires 
top-class professionals. 

It seems to be  me to rely on fi nancial effi  ciency 
of tax administra  on in selec  ng methods of control, 
controlling a gain in budget revenues against Rb 1,0 of 
extra labor (wage) costs at the Federal Tax Service of 
Russia and its territorial branches. Engagement of a big 
number of tax authori  es in numerous legal proceed-
ings to struggle “for each pre  y penny” might actually 
result in unreasonable increase in administra  on costs 
and create illusive struggling for budget revenues. 

In our opinion, tax authori  es should focus prima-
rily on channels of tax-free transfers under cross-bor-
der transac  ons and a consistent work on the elimi-
na  on of tax allowances in the applicable laws and 
regula  ons. It is these methods of tax evasion that 
may cause heaviest losses for the budget. Our posi  on 
needs explana  on. It is hard to hide turnovers for the 
purpose of indirect taxa  on (VAT and excises) in case 
of minimized tax allowances, because VAT is based on 
the confl ict of interests between the suppliers and the 
buyer: sorted and decrypted informa  on on transac-
 ons and turnover volumes automa  cally goes to tax 

authori  es. Hidden profi t in the produc  on sector will 
unavoidably become evident in individuals’ consump-
 on and may be taxed within individuals’ personal 

income. A method of matching personal income with 
expenses is used for the provision of evidence. This is 
a standard prac  ce for tax authori  es at many coun-
tries, because large expenses are documented. In the 
Russian Federa  on, however, this mechanism has not 
been widely used and introduced for public servants 
only. 

Cross-border transac  ons cons  tute the key chan-
nels of VAT and excise evasion while income tax ex-
emp  on (tax allowances) cons  tutes the key channels 
of income tax evasion (льготы). For instance, in case of 
profi t tax allowance, such profi t has already acquired 
the status of corporate equity. If, for instance, a large 
hydrocarbon company purchases (at a high price) 
products from any enterprises which are en  tled to 
profi t tax allowance, the price of the products and 
(allowable) profi t of such enterprises begin to grow 
instantly. However, the higher is the price, the higher 
are the costs and the lower the (taxable) profi t of the 
hydrocarbon company. As soon as transac  ons are 
closed, profi t (withdrawn from taxa  on) may either re-

turn to the hydrocarbon company as investment or in-
terest-bearing loan, or may be used for distribu  on of 
dividends at reduced rates, or may be simply credited 
to accounts and shared in other countries (outside the 
Russia’s jurisdic  on). There are many such enterprises 
en  tled to tax allowances can be established. One may 
understand why the Russian Government wants to fa-
cilitate business development in the country, but it 
only can be resolved by reducing a general level of tax 
burden, not through tax allowances. Unlikewise, tax al-
lowances will preserve outdated produc  on facili  es, 
ar  fi cially oversta  ng their profi tability, or can be used 
to transfer income without taxa  on to other jurisdic-
 ons (not necessarily off shore ones). 

Following are the documents which were adopted 
in the period of November thru December 2013 and 
are worth men  oning. 

 1. The Russian Government Regula  on of 
30.11.2013, No. 1101 established the maximum value 
(Rb 624,000) of the assessment base for insurance 
premiums at public extrabudgetary funds (the Pension 
Fund of Russia, the Social Insurance Fund, the Federal 
Compulsory Medical Insurance Fund), which is to take 
eff ect on 01.01.2014. In addi  on, the Federal Law of 
02.12.2013 No. 333-FZ retained the current level of 
tariff  rates (total – 30%, including the Pension Fund 
of Russia – 22%, the Social Insurance Fund – 2.9%, 
the Federal Compulsory Medical Insurance Fund – 
5.1%). Contribu  ons above the maximum threshold 
(Rb 624,000) established by the Russian Government 
Regulation are to be paid at a 10% rate to the Pension 
Fund of Russia only. 

Preferen  al treatment will remain in force un  l 2018 
for organiza  ons and entrepreneurs en  tled to simpli-
fi ed tax system for the types of economic ac  vity list-
ed in Clause 8, Part 1, Ar  cle 58 of the Federal Law of 
24.07.2009 No. 212-FZ (hereina  er referred to as the 
Federal Law No. 212-FZ); for pharmacy organiza  ons 
en  tled to single tax on imputed earnings, which are 
covered by Clause 10, Part 1, Ar  cle 58 of the Federal 
Law No. 212-FZ; for non-profi t organiza  ons engaged in 
the provision of social services, R&D, culture and pop-
ular sports (Clause 11 Part 1 Ar  cle 58 of the Federal 
Law 212-FZ), which are covered by the simplifi ed taxa-
 on system, and some other organiza  ons covered by 

Clause 14, Part 1, Ar  cle 58 of the Federal Law 212-FZ. 
Such organiza  ons are to pay contribu  ons at a reduced 
rate of 20% to the Pension Fund of Russia only. 

2. The Federal Law of 02.12.2013 No. 323-FZ es-
tablished that tariff s of premiums of compulsory so-
cial insurance against work injuries and occupa  onal 
disea ses will remain unchanged (0.2%) in 2014 and the 
planning period of 2015 and 2016. 
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3. The Federal Law of 02.12.2013 No. 336-FZ es-
tablished that the minimum wage will increase to 
Rb 5554 monthly from January 1, 2014. The minimum 
wage is used to determine a taxable base for the as-
sessment of insurance premiums at public extrabudg-
etary funds by self-employed entrepreneurs, lawyers, 
notaries, and other persons engaged in private prac-
 ce according to Ar  cle 14 of the Federal Law No. 212-

FZ. 
4. The Board of the Eurasian Economic Commis-

sion’s Decision of December 2, 2013, No. 279 provided 
signifi cant explana  ons to the rules of applica  on of 
the method designed to determine a customs com-
modity cost on the basis of the cost of transac  on with 
imported goods, which refer to the method of recogni-
 on of costs embedded into the customs commo dity 

cost. This method is intended to prevent improper 
overstatement of customs commodity cost in order to 
ar  fi cially distribute sales proceedings among foreign 
trade par  cipants. The arrangement about qualifi ca-
 on of costs under foreign trade transac  ons at the in-

terna  onal level into those which are to be embedded 
into the customs cost (direct) and those which are to 
be allocated to overall performance of a counterparty 
(indirect) is very important for equitable distribu  on 
of the revenue base among the budgets of diff erent 
states. 

Ar  cle 5 of the Agreement of 25.01.2008 “On the 
Determina  on of the Customs Cost of Commodi  es 
Moved Through the Customs Border of the Customs 
Union” establishes the costs embedded into the cost 
of commodi  es, in par  cular, they refer to a contract 
for interna  onal carriage, license agreement, etc. 

Buyer’s personal costs (save for the costs provided 
for by Ar  cle 5 thereof are not deemed to be indirect 
and embedded into the customs cost of imported 
goods), if such costs have no eff ect on the price of 
goods established by the seller. For instance, if the 
buyer conducts at his own account an independent 
examina  on of the goods to be purchased, the costs 
of such examina  on (tes  ng) may not be a term of the 
purchase and sale contract, the examina  on may not 
change the condi  on of the goods to be purchased 
and therefore is not to be deemed to be a part of the 
equipment manufacturing process. Therefore, the 
costs of such examina  on may not be embedded into 
the customs cost of goods and are fully covered by the 
buyer. 

5. The Federal Law of 2.12.2013 No. 345-FZ made 
amendments to Ar  cle 855 of the Civil Code of Russia. 
The priority of debit transfers if there are insuffi  cient 
resources to sa  sfy claims of all creditors was harmo-
nized with the Ruling of the Cons  tu  onal Court of 
the Russian Federa  on dd. 23.12.1997, No. 21-P. Tax 

authori  es’ orders to write off  and transfer arrears on 
taxes and levies to the budgets of the budget system 
of the Russian Federa  on, as well as orders issued by 
authori  es which control payment of insurance premi-
ums to write off  and transfer insurance premiums to 
the budget of public extrabudgetary funds are classi-
fi ed as third priority along with payment documents 
providing for transfer or disbursement of funds to pay 
labor remunera  on to persons employed under a la-
bor contract (agreement). Writs of execu  on on other 
monetary claims are classifi ed as fourth priority. 

6. The Order of the Ministry of Economic Develop-
ment of Russia dd. 07.11.2013, No. 652 “On the Estab-
lishment of Defl ator Coeffi  cients (DCs) for 2014” was 
offi  cially published in November 2013, a li  le bit later 
than it was expected. Defl ator coeffi  cients are used for 
the adjustment of tax bases for certain types of taxes 
(personal income tax, simplifi ed tax system, single tax 
on imputed earnings, and patent tax system (PTS). 

The Order of the Ministry of Economic Develop-
ment approved the following values of defl ator coef-
fi cients for 2014: 

• The defl ator coeffi  cient required for calcula-
 on of fi xed advanced payments on personal 

income tax payable by foreign na  onals em-
ployed by individuals in the Russian Federa  on 
on a pa  ent basis, – 1,216; 

• The defl ator coeffi  cient required for calcula  on 
of an upper threshold of organiza  on’s earn-
ings with a view to switching to the simplifi ed 
tax system, – 1,067; 

• The defl ator coeffi  cient required for calcula  on 
of a tax base for the single tax on imputed earn-
ings, – 1,672; 

• The defl ator coeffi  cient required for calcula  on 
of a lower and upper value of poten  al annual 
earnings of the self-employed entrepreneur for 
the purpose of assessment of the tax payable if 
the patent tax system is applied – 1,067. 

The Le  er of the Ministry of Finance of Russia and 
the Federal Tax Service of Russia of December 4, 2013, 
No. GD-4-3/21750 explained that lower and upper val-
ues of earnings of self-employed entrepreneurs en  -
tled to the patent tax system which are established by 
the laws and regula  ons of the cons  tuent en   es of 
the Russian Federa  on may not be less than the lower 
and upper value which is determined on the basis of 
the DC established for 2014 by the Ministry of Eco-
nomic Development (the lower value is not less than 
Rb 106,7 thousand while the upper value is Rb 1067,0 
thousand). 

According to the es  mates made by ConsultantPlus 
experts, monthly advance payment of personal in-
come tax for a patent purchased by a foreign individual 
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employed by Russian individuals on the basis of the DC 
established for 2014 in the Regula  on of the Ministry 
of Economic Development (1,216) will be Rb 1216. 

For the purpose of application of the simplified 
tax system (1,067), the deflator coefficient adjusts 
the upper threshold of earnings over nine months of 
the current year, thus allowing the simplified tax sys-
tem to be applied in the year to come, and the up-
per threshold of current year earnings above which 
the taxpayer loses such entitlement. The foregoing 
limits are Rb 48,015m and Rb 64,02m respectively 
given the adopted DC. 

The tax base of the single tax on imputed earnings 
is calculated by mul  plying the basic revenue per type 
of ac  vity established in the Tax Code of the Russian 
Federa  on by the adjus  ng factor (K2) established by 
regional government authori  es and the defl ator coef-
fi cient (K1) determined by the Ministry of Economic 
Development. The DC1, which was established in 
2014, is 1,672. 

7. The Federal Law dd. 25.11.2013 No. 317-FZ (with 
regard to healthcare) made amendments into the Tax 
Code of Russia.  

Under a new version, VAT exemp  on covers not 
only physicians in private prac  ce, but also self-em-
ployed entrepreneurs engaged in medical ac  vi  es 
(i.e., those engaged in the provision of medical servic-
es) on a constant basis (perhaps, paramedics, nurses, 
etc.). Specifi ed were opera  ons of VAT-exempted state 
unitary enterprises – an explicit list of services of or-
ganiza  ons providing drug dependency treatment, 
residen  al social service ins  tu  ons for persons with 
mental disorders, etc. was included. 

Amendments concerning the procedure for grant-
ing tax exemp  on or applying a reduced (10%) VAT 
rate upon sales of medical products were adopted. 
Since the Federal Law introduced a new universal defi -
ni  on – “drugs intended for medical use and medical 
products”, – let’s dwell on the poten  al problems that 
might occur here.   

The laws and regula  ons in force: the Russian Go-
vernment Regula  on of 15.09.2008, No. 688 approved 
a Medical Products Code List as consistent with the 
All-Russian Product Classifi er (OK 005-93), which are 
subject to a 10% VAT rate upon sale thereof, as well 
as a Medical Products Code List as consistent with the 
Foreign Economic Ac  vity Commodity Classifi ca  on 
of Russia (RF FEACC), which are subject to a 10% tax 
rate on imports to the customs territory of Russia; the 
Russian Government Regula  on of January 17, 2002, 
No. 19 approved a List of Vital, Essen  al and Necessary 
Medical Equipment exempted from VAT on the terri-
tory of the Russian Federa  on pursuant to Ar  cles 149 
and 150 of the Tax Code of Russia. 

Thus, a disputable situa  on may arise from Janu-
ary 1, 2014 when VAT exemp  on is granted, because 
the common term “medical products” will be used in-
stead of “medical equipment” and “medical goods”. To 
avoid any problems, one should be governed by the 
posi  on of the Ministry of Finance of Russia which con-
siders a registra  on cer  fi cate of a product with the 
code specifi ed in the aforemen  oned lists approved 
by the Russian Government Regula  ons as the key 
condi  on for gran  ng tax exemp  on or a 10% prefe-
ren  al tax rate. The case is that Part 4, Ar  cle 38 of the 
Federal Law of 21.11.2011, No. 323-FZ “On the Health-
care Principles in the Russian Federa  on” prohibits 
distribu  on on the territory of the Russian Federa  on 
of medical products other than those which are duly 
registered according to the procedure established by 
the Government of Russia. The confl ict of terminology 
is se  led by holding a registra  on cer  fi cate and di-
rect reference to the code of a given product in the 
lists approved by the Government of Russia. 

The permanent registra  on cer  fi cate issued during 
registra  on of medical products (medical equipment) 
is valid un  l January 1, 2017. Such permanent cer  fi -
cates are subject to replacement with a new form of 
registra  on cer  fi cates upon the foregoing date. 

Ar  cle 333.32.2 was introduced into the Tax Code 
of Russia, under which the value of a state duty pay-
able for legally signifi cant ac  ons during state regis-
tra  on of medical products will be determined from 
December 25, 2013. In addi  on, allied types of state 
du  es were provided for. 

From January 1, 2014 tangible costs incurred for the 
assessment of the Single Agricultural Tax will include 
the cost of medicines for veterinary purposes only 
(amendments to Ar  cle 346.5 of the Tax Code of Rus-
sia). 

8. The Le  er of the Federal Tax Service of Russia of 
November 26, 2013, No. GD-4-3/21097 and the Let-
ter of the Ministry of Finance of Russia of 07.11.2013 
No. 03-01-13/01/47571 provided a procedure for es-
tablishing a single law enforcement prac  ce in the Rus-
sian Federa  on. The point at issue is that in the case 
when explanatory le  ers of the Ministry of Finance of 
Russia and/or the Federal Tax Service of Russia fail to 
comply with the rulings issued by highest judicial agen-
cies, such le  ers of the Ministry of Finance of Russia 
and/or the Federal Tax Service of Russia are deemed 
to be cancelled from the date of offi  cial publica  on of 
the rulings of such highest judicial agencies (including 
pos  ng of such rulings and le  ers on offi  cial websites). 
In execu  ng their powers, the Ministry of Finance of 
Russia and the Federal Tax Service of Russia are to be 
governed from the same date by the foregoing rulings 
and le  ers issued by highest judicial agencies.  
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CHANGES IN THE RF REGULATORY BASE 
OF THE BUDGETARY PROCESS IN DECEMBER 2013
M.Goldin

In November, by Resolu  on No. 988 of November 
2, 2013 on Amendment of Some Statutory Acts of the 
Government of the Russian Federa  on as Regards 
Powers of Federal Execu  ve Authori  es in the Sphere 
of Educa  on powers of federal execu  ve authori  es in 
the sphere of educa  on were specifi ed. 

By amendments, responsibili  es of a wide range of 
federal execu  ve authori  es for organiza  on of sup-
plementary voca  onal training of their workers were 
established.

In December, Federal Law No.326-FZ of December 
2, 2013 on Amendment of the Administra  ve off ences 
Code of the Russian Federa  on was approved. By the 
above federal law, the Code was supplemented by a 
few elements of administra  ve off ences for which a re-
sponsibility for viola  on of the legisla  on on the state 
defense order was set. Approval of the federal law was 
caused by the need to strengthen responsibility of 
state customers, general contractors (contractors) of 
the state defense order, as well as their offi  cials.

Amendments provide for responsibility for: 
• a failure to comply with the requirements of the 

legisla  on as regards mandatory securing of the 
Federal An  -Monopoly Service’s approval of 
the decision on carrying out of a closed tender 
or as regards taking of a decision on placement 
of an order by means of a closed tender on the 
terms which are diff erent from those approved 
by the Federal An  -Monopoly Service;

• viola  on of the procedure for determina  on of 
the ini  al (maximum) price of the state contract 

In November, the powers of federal execu  ve authori  es in the sphere of educa  on were specifi ed. In December, 
the Administra  ve Off ences Code of the Russian Federa  on was supplemented by a few elements of administra-
 ve off ences for which a responsibility for viola  on of the legisla  on on state defense order was set.

on the state defense order or the price of the 
state contract in placement of a state defense 
order;

• refusal by a sole supplier (performer, contrac-
tor) from entering into a state contract on a 
state defense order;

• un  mely placement of terms of reference of a 
state defense order;

• viola  on of the deadlines and procedure for 
payment for goods (jobs and services) for state 
needs related to the state defense order;

• viola  on of the terms of the state contract on 
the state defense order;

• gross viola  on of the rules of separate account-
ing of the results of the fi nancial and economic 
ac  vi  es.

In most cases, viola  on of the above requirements 
of the legisla  on entails imposi  on of fi nes on offi  -
cials in the amount of Rb 30,000 to Rb 50,000. How-
ever, in case of a failure by an offi  cial to comply with-
in the specifi ed period of  me with instruc  ons or 
requirements of the FAS or its territorial unit the legal 
en  ty will be brought to responsibility in the form of 
a fi ne in the amount of Rb 300,000 to Rb 500,000. 
The same penalty is imposed on legal en   es in case 
of a refusal by a sole supplier (performer and con-
tractor) to enter into a state contract on the state de-
fense order.

Bringing to administra  ve responsibility for viola-
 on of the legisla  on in the sphere of the state de-

fense order is administered by the FAS.  


