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In 2017, the world economy GDP growth 
rate continued to accelerate and reached 
3.6% against 3.2% in 2016: advanced 
economies grew by 2.2 percent compared 
to 1.7 percent in 2016, emerging markets 
and developing economies also grew 
faster than the year before (4.6% vs. 4.3% 
in 2016). The economic growth, coupled 
with improved compliance among OPEC 
and non-OPEC producers, supported 
the recovery of oil prices: by the end of 
2017, oil prices reached US$ 66 per barrel
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Following higher oil prices and macro-
economic stabilisation, the Russian 

economy returned to modest growth 

of 1.5%. The economic growth was supported 
by expansion of domestic demand (+3.4%) 
and investments (+8.3%). However, continued 
western sanctions against Russia slowed 
down the country’s GDP growth, especially 
in terms of raising external financing. 
The threats to future economic growth include 
further drop in oil prices and expansion of 
sanctions,that might result in restricted access 
to capital markets and difficulties in accessing 
the latest technologies.

In 2017 the Russian Ruble did not 

show sharp fluctuations. By the end of 

the year it had appreciated by 5 percent 

against the US Dollar, but depreciated 

by 8 percent against the Euro (RUB/USD: 
from 60.66 to 57.60; RUB/EUR: from 63.81 
to 68.87).

The current account in the balance of 

payments increased from US$ 24.4 billion 
in 2016 to US$ 35.2 billion in 2017, due 
to significant growth in energy export (from 
US$ 154 billion in 2016 to US$ 193 billion 
in 2017) supported by higher oil prices, 
which also compensated for the significant 
growth in imports. Capital outflow increased 
from US$ 18.4 billion to US$ 24.8 billion. 
Banks’ foreign debt grew by 13 percent to 
US$ 103.4 billion in 2017.

The Central Bank continued its 

approach to monetary easing in 2017 
andreduced the key rate from 10 to 7.75% 
over the course of 2017. In its November 
statement, the Central Bank confirmed gradual 
reduction in the key rate as the inflation 
stabilizes at around 4%.

The total sum of outstanding credits 

issued to the non-finance sector 

increased by 3.5 percent (from 
Rub 40.9 trillion at the end of 2016 to 
Rub 42.4 trillion at the end of 2017), yet 
the increase was owed to individuals. 
Outstanding credits to corporate 

borrowers remained at the same level 

of Rub 30.2 trillion. The weighted average 
interest rate on long-term corporate credits 
(in Rubles) declined from 12.99% in January 
2017 to 9.25% in December 2017.

Despite continued improvements in 

Russia’s real economy, global investors 

refrain from investments in the Russian 

stock market. The MICEX index decreased 
from 2,232 points in January to 2,110 points 
in December (-5%), with a total capitalisation 
of Rub 9.3 trillion, while the RTS index 
(which is based on market capitalisation in 
the US Dollars) grew slightly from 1,147 points 
to 1,154 points (+0.6%) with a total capitalisation 
of US$ 161.6 billion.

The industrial production index grew 

by 1.0 percent in 2017. The raw materials 
extraction sector grew by 2 percent, while 
manufacturing showed lower positive 
dynamics with a 0.2 percent increase. 
The main growth in manufacturing came 
from the automotive industry (+12.9%), 
pharmaceuticals (+12.3%), furniture (+8.7%), 
textiles (+7.1%), food production (+5.6%) 
and paper production (+4.7%). At the same 
time, the machinery and equipment 

production index amounted to 2.5%.

In 2017, inflation in Russia 

(the Consumer Price Index) was 

minimal, in the context of the history 

of modern Russia (2.5%). A combination 
of relatively tight monetary policy and fiscal 
policy was the main cause of the inflation 
slowdown. Industrial Producers Price 

Index reached 8.4% in December 2017 
(compared to December 2016), due 
to an increase in raw materials, while 
the manufacturing price index amounted 
to 4.2%.

The unemployment rate declined 

slightly, by 0.3 percent (from 5.5% in 2016 
to 5.2% in 2017), with a total labour force of 
75.8 million people (-0.4%). However, Russia 
still feels the lack of certain categories of 
professionals (qualified engineers, managers, 
industrial workers). Low inflation and 
a recovering economy allowed real wages to 
increase by 3.4 percent. Yet, real disposable 
income continued to decline (-1.7%).

The Russian Budget showed a deficit 
of Rub 1.3 trillion (planned: 2.0 trillion), which 
is equal to 1.5% of the GDP (2016: 3.4%). 
Budget revenue increased by 12 percent, while 
spending grew by only 0.1 percent. 

In 2017, Russia decreased its external 

sovereign debt by 2.7 percent to 
US$ 49.8 billion.
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Oil and Gas Industry

In spite of the attempts by the Russian 

Government to reduce the economy’s 

dependence on the energy sector 

after the drop of oil prices in 2014-

2015, it nevertheless remains the main 

contributor to the Russian GDP. 

After the share of oil and gas income 

in the Federal Budget decreased 

from 50% in 2013 to 36% in 2016, it 

grew up to 40% in 2017 as a result of 

an increase in oil prices from US$ 42 to 

US$ 53 per barrel. In 2017, export 

of natural gas, oil and oil products 

reached US$ 193 billion (47% of 

total Russian exports), compared to 

US$ 154 billion (46% of total exports) 

in 2016. Crude oil exports only brought 

Russian companies US$ 93.3 billion in 

2017 (+27%). Total natural gas exports 

amounted to US$ 38.1 billion (+22%).

Upstream

The year 2017 was marked by OPEC and 
non-OPEC countries’ extended output cuts, 
which were aimed at reducing oil production 
by 1.8 million barrels per day in total. 
They were targeted to balance supply and 
demand on the oil markets and support oil 
prices. In accordance with this step, Russia 
took on the obligation to reduce production 
by 300 thousand barrels per day. As a result, 
the country’s production showed a slight 
decline (546.7 million tons in 2017 compared 
to 547.3 million tons in 2016).

During 2017 Russian well stock increased from 
173.1 million units to 175.3 million units (+1%). 
Total drilling rate increased more significantly 
and reached 28.6 thousand kilometers (+11%). 

Existing oilfields are gradually getting 
exhausted, so oil and gas companies are 
increasing the extraction of hard-to-recover 
and offshore oil, that results in higher 
upstream capex. Fixed capital investments 
in extraction of crude oil and natural gas 
reached Rub 1.9 trillion. In 2017, the exploration 
of a number of new large oilfields started 
in Russia, including the Yurubcheno-
Tokhomskoye, Kondinskoye, Filanovsky and 
Pyakyakhinskoye fields. 

Russia remains the largest producer of gas 
in the world. In 2017, the country achieved its 
highest level of gas extraction in 17 years with 
691 bcm of natural and associated gas (+8%), 
that was supported by the growth of exports, 
as well as strong domestic consumption.

Crude oil production in Russia (including  
gas condensate) and Urals oil price dynamics

Natural and associated gas production 
in Russia, and average export price of gas

Source: the Ministry of Energy of the Russian Federation, the Ministry of Finance of the Russian Federation

Crude oil exports brought 
Russian companies in 2017

US$93.3bn

+27%

Total natural gas exports 
amounted to

US$38.1bn

+22%
Oil price, US$/barrel (Urals)

Crude oil production in Russia, incl. gas condensate, 
million tons

Gas price, US$/tcm

Natural gas and associated gas production in Russia, bcm
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Total planned capex 
in development and 
modernisation of the oil 
transport system for 5 years is

>RUB1,100bn

Midstream

Russia has the largest oil and gas pipeline 
networks in the world as Russian oil and gas 
fields are widespread across the country. 

Transneft is the major operator in Russia of 
the oil trunk pipeline system (51,500 km) and 
oil-product trunk pipeline system (16,900 km). 
The annual capex in the oil transport system 
exceeded Rub 300 billion in 2016-2017. 
Total planned capex in development and 
modernisation for the next five years is 
more than Rub 1,100 billion. The list of main 
projects includes further increasing the ESPO 
oil pipeline capacity, Sever (North) and Yug 
(South) Projects (oil-product pipelines).

The total length of the Russian gas transport 
system is close to 180,000 kilometers. 
The major operator of gas pipelines is 
Gazprom. The main ongoing projects include 
the export pipelines, such as the Power 
of Siberia, Nord Stream 2, TurkStream, 
the domestic pipelines Ukhta-Torzhok 2, and 
Gryazovets-Slavyanskaya CS.

Downstream

There are 39 large oil refineries in Russia 
with a total crude oil distillation capacity of 
800,000 tons per day. Rosneft, the leading 
Russian oil company, is the largest refinery 
operator owning nine major refineries. 
LUKOIL, with four major refineries, is 
the second-largest refinery operator in 
the country. Primary oil processing in Russia 
reached 279.6 million tons in 2017 (close to 
the level of 2016). 

Fixed capital investments in the production 
of refined petroleum products and coke 
reached Rub 381.2 billion in 2017 (+7.4%). 
Enlarged investments in oil processing in 
Russia resulted in the continued increase in 
the average processing depth (to the level of 
81% in 2017 from 72% in 2013) and the yield of 
light products. 

A number of other large projects on 
the modernisations of oil refineries as 
well as new construction are planned on 
the horizon till 2025. Examples of some of 
the main projects include the modernisations 
of the Samara and Ufa refineries and 
the construction of new units at the Moscow 
and Omsk refineries.

Russian gas processing capacities consist 
of 29 plants, which processed 75.7 bcm 
in 2017. The main trend in gas processing is 
the steadily increasing share of petroleum 
associated gas, which reached c. 47 percent 
in 2017 (2007: 35%), as well as increasing 
volumes of LNG production. Ongoing and 
prospective projects in gas processing 
and LNG production include the Amur gas 
processing plant, Arctic LNG, Baltiysky LNG, 
and LNG Sakhalin 2. 

Primary oil processing volume  
and processing depth in Russia 

Gas processing structure  
in Russia

Source: the Ministry of Energy of the Russian Federation, 
the Federal State Statistics Service of the Russian Federation

Source: the Ministry of Energy of the Russian Federation, 
HMS Group estimate (for 2017)

Processing depth, percent

Primary oil processing in Russia, million tons

Share of associated gas, percent

Gas processing volume in Russia, bcm
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Electricity output, bn kWh

Installed capacity, GW

Currently, a number of new nuclear 
power units are being constructed in 
Russia. The following projects are now 
underway: the Novovoronezhskaya NPP, 
Leningradskaya NPP, Kurskaya NPP and the 
world’s first floating nuclear co-generation 
plant “Akademik Lomonosov.” In addition to 
Russia, Rosenergoatom has a number of 
nuclear power plant construction projects 
abroad, such as: the Akkuyu NPP in Turkey, 
Kudankulam NPP in India, Bushehr NPP in 
Iran, Belarusian NPP in Belarus, Tianwan – 2 
NPP in China, Rooppur NPP in Bangladesh, 
and a number of projects under negotiation.

The capital expenditures in power generation 
decreased from Rub 515.5 billion in 2016 
to Rub 500.3 billion in 2017 (-3% yoy), as 
the main part of a state-supported investment 
program on constructing new generation units 
(during 2010–2017) was finished. 

According to the scheme of territorial planning 
in the field of energy, approved by the Russian 
Government in 2016, more than 59 GW of 
new capacity is planned to be installed by 
2030. The implementation of this program 
will increase capex in power generation for 
the next ten years.

Market Trends:

Power Generation

In 2017, Russia remained in the top five 

electricity producers and consumers 

in the world. The production facilities, 

suppliers and consumers of electricity 

on most of the territory of Russia are 

connected by the United Power System. 

Only the northern regions of Russia’s 

Far East represent technologically 

isolated power systems due to the lack 

of a transmission network.

Russia’s united power complex consists 
of about 750 large power plants (with 
an installed capacity of over 5 MW each). 
The main types of power generation in Russia 
are: thermal (68% of total installed capacity), 
hydro (20%) and nuclear (12%) plants. 
The share of wind, solar and other types of 
energy generation is yet insignificantly low 
(below 1%).

Electricity output in Russia in 2017 amounted 
to 1,073 billion kWh, thus staying close to 
the level of 2016, which reflects slow recovery 
of the Russian economy. The average 
electricity price for industrial companies in 
Russia increased by 10.6 percent yoy in 2017.

Russia’s overall installed thermal power 
plants’ capacity in the United Power System 
amounted to 163 GW in 2017 (+1.6% yoy). 
The assets in the thermal power sector are 
quite outdated, with about 30% of the installed 
capacities being more than 45 years old. 

Rosenergoatom, the operator of Russian 
nuclear power plants, runs 35 nuclear 
power units with an overall installed capacity 
of 27.9 GW. The relatively higher share of 
the nuclear sector in the generation structure 
(19% compared to 12% in installed capacity) 
is explained by the lower electricity price of 
nuclear power plants.

Total installed capacity and electricity output of the United Power System by types of power plants in 2017
%

67.9%

11.6%
0.3%

20.2%

Thermal

Hydro

Nuclear

Renewable

Source: “System Operator of the United Power System” JSC

Source: the Ministry of Energy of the Russian Federation, 
HMS Group estimate (for 2017)

Installed capacity  
by types of power plants

19.2%
0.1%
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Electricity output  
by types of power plants

Total installed capacity and electricity 
output in Russia 
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See information about  
R&D PUMPS 

on page 41

Water

Municipal water utilities is one of 

the consistently growing segments 

of the Russian economy supported 

by the steady growth of tariffs (10.1% 

for industrial producers and 6.2% for 

individuals in 2017) and an increasing 

inflow of private investments. 

In 2017, the construction of new 
accommodation amounted to 79.2 million 
square meters, which increased the need for 
construction of water infrastructure. 

Since 2014 the Government has been 
actively attracting private investments in 
the modernisation of housing infrastructure 
by signing concession agreements 
with businesses. From 2014 to 2017, 
Rub 50 billion has already been invested. 

>RUB260bn

planned to be invested  
in the modernisation  
of water utilities by 2027

RUB50bn

has already been invested  
from 2014 to 2017

As a result, by the end of 2017, the accident 
rate in water supply decreased by 21 percent, 
and water losses decreased by 14 percent. 
The accident rate in heat supply decreased 
by 47 percent, and heat losses decreased 
by 18 percent. By 2027, more than 
Rub 260 billion is planned to be invested in 
the modernisation of water utilities.

Examples of recent large projects in water 
utilities construction and modernisation in 
Russia include the Kuryanovsk wastewater 
treatment facilities reconstruction (Moscow) 
and the construction of pumping stations 
and water infrastructure in Saint-Petersburg, 
Ryazan and other large water utilities 
operators.


