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Recent Political Highlights 
 Mr. Vladimir Putin, a former KGB officer is the current president after previously having served in this position as well as prime 

minister of the country. Mr Dmitry Medvedev serves as the current prime minister. The next presidential’elections will be held 
in May 2014. President Putin has signed into force the new mixed election system for the State Duma that will be tried out in 
the nationwide parliamentary poll of 2016. The new bill was passed by the State Duma by a large majority and the Federation 
Council passed it unanimously with just one abstention. However, the chairman of the central Election Commission, Vladimir 
Churov, was critical of the changes.   

 Putin never kept secret his intention to restore Russian power to previously held states and has annexed Crimea following the 
ousting of pro-Russian former Ukrainian president Yanukovych. And with political unrest escalating due to the conflict, pro-
Russian activists have broken into regional administration buildings in Ukraine.   

 Russia faces sanctions from the West as the Kremlin seeks to attach Ukraine’s Crimea regions to its territory. A group of seven 
leading industrial nations said they won’t recognize the outcome of the Crimea referendum and will take action against Russia if 
it proceeds to annex Crimea. Western economic sanctions prompted by the annexation of Crimea will have consequences for 
growth and investment. Both the US and the EU have threatened meaningful economic and financial sanctions against Russia 
although to date they have only instituted actions against certain individuals. While the effectiveness will depend on a solid 
multilateral approach, the uncertainty created for the Russian economy will affect business and consumer confidence and 
further worsen the investment environment. Nato foreign ministers have agreed to suspend all practical civilian and military co-
operation with Russia. Nato Secretary General Anders Fogh Rasmussen said Russia’s annexation of Ukraine’s Crimea region was 
the gravest threat to European security for a generation. 
There is a high-profile anti-corruption campaign which remains selective and largely ineffective. The government has launched a 
series of corruption investigations against senior officials, and moved to tighten anti-corruption laws. The implementation of 
similar measures and dismissals of senior officials are likely to continue over the coming year. 
 

Recent Economic Highlights 
 Russia has a population of 142,470,272 and a 99.7% literacy rate. According to IHS report, Russia is one of the world’s leading 

producers of oil and natural gas and is also a top exporter of metals such as steel and primary aluminium. Russia’s 
manufacturing sector is generally uncompetitive on world markets and is geared toward domestic 
consumption. Russia’s reliance on commodity exports makes it vulnerable to boom and bust cycles that 
follow the volatile swings in global prices. The country sends more than 7 million barrels of oil a day to the world 
markets, and its total energy trade earns 70% of its $515 billion in annual export revenue, according to U.S. Energy Information 
Administration. Stagnant exports and growing imports have hurt the Ruble recently, having caused a 10% depreciation in the 
first quarter. Exports of fuels and metals now account for nearly four-fifths of total Russian exports. The gas and oil sector is 
responsible for as much as 50% of federal budget receipts. The natural-resource extraction sector currently represents 25% of 
the entire Russian economy. The net export of capital from Russia is seen to accelerate dramatically, further exacerbating the 
depreciation of the Ruble.  

 Concerns that if Russia were to shut down the pipelines across Ukraine, it would probably continue exporting gas by other 
channels. One of the channels, the newish Nord Stream pipeline on the Baltic seabed, was to some extent built with this in 
mind; it was designed to get gas straight from Russia to Germany, and thus give Russia the option of cutting off its near 
neighbours while still serving its most important market.  

 Mr Putin said the number of both domestic and external risks isn’t declining and Russia should be able to react swiftly to 
address these issues. Mr Putin said it was good to see inflation slowing as compared with a year ago, and that inflation should 
be kept at “an acceptable low level” in the future. A weakening in the Ruble of nearly 10% so far this year poses risks to inflation 



which the central bank is planning to contain at 5% in 2014. Annual inflation rate rose slightly to 6.2% in February from 6.1% in 
the previous month, boosted by higher food and electricity costs. Mr Putin ordered the government to ensure economic 
stability and keep inflation at a low level. 

 Russia recorded a budget deficit of 0.50% of GDP in 2013. From 1994 to 2013, the Russia government budget averaged 1.8% of 
GDP, reaching an all time high of 9.9% of GDP in December 2005 and a record of low of -7.9% of GDP in December 2009.  

 The country’s economic freedom score is 51.9, making it the 140th freest in the 2014 index, according to the Heritage Index of 
economic freedom. Its score is 0.8 point higher this year, with improvements in four of the 10 economic freedom indicators, 
including control of government spending, but offset by declines in trade freedom, freedom from corruption and fiscal freedom. 
Russia is ranked 41st out of 43 countries in the European region and its overall score is below the world average. Standard and 
Poor’s rating is at BBB, Moody’s at Baa1 with Fitch at BBB. Other forecasters, including the World Bank and some in the Russian 
government, expect a much weaker outcome due to a flight of capital and an emergency interest rate hike aimed at drawing the 
inflationary sting of a sharp devaluation of the ruble. Together with the currency depreciation this year, Russia's main stock 
exchange index has fallen more than 10%, with foreign capital outflows amounting to a massive $63bn in q1’14. 

 IHS reports that the exchange rate has hit successive record lows against its euro and dollar basket, as the threat of economic 
sanctions causes investors to sell off Ruble assets and seek safer havens. There will be less support for the exchange rate from 
foreign-exchange earnings going forward than prior to the global economic crisis. The International Monetary Fund (IMF) has 
slashed its growth forecast for Russia and warned of wider economic fallout if the Ukraine crisis escalates. Russia's oil-rich 
economy will grow by 1.3% in 2014 (the same as in 2013) according to the IMF, compared with its January forecast of 1.9%.  

 Brent and WTI oil prices were stable during March despite concerns over the Russia-Ukraine conflict. Brent fluctuated very 
tightly around US$ 108/bbl during March and dropped below $105/bbl on April 1st for the first time in five months. WTI (the 
mid-continent US indicator) made marginal gains after declining more than 5% in the first week of March. Concerns over 
geopolitical risks due to the Russia-Ukraine crisis along with supply disruptions in Nigeria and Libya (a temporary shutdown of a 
large oil field due to protests) have been balanced by weaker demand in China. The Brent-WTI spread, which exceeded 15% in 
early-January, dropped below 6% at the beginning of April helped by TransCanada’s new pipeline capacity to the US Gulf to 
drain crude stocks at Cushing. With the Russia-Ukraine crisis currently contained, the World Bank’s oil price projection of 
$103/bbl in 2014 (1% below 2013) will be revised in late April.   

 Russia now suffers from a ‘confidence crisis’. Birgit Hansl, lead economist for the Russian Federation at the World Bank, says 
Russia is navigating an economic downturn and need to restore investor confidence with structural reforms. The fact that 
Putin's imperial aspirations are trumping concerns over the economy will mean investors will demand substantial risk premia to 
stay in Russia with little to guarantee private property rights. 

 The Prime Minister has proposed a "huge" far east development plan. The strategy aims to rapidly expand the infrastructure 
and economies of the country's vast, but traditionally underdeveloped far east region, including the area around Lake Baikal. 
This will be achieved through the allocation of RUB10 trillion over the 2011–2020 period. This will see a significant upgrade of 
the region's infrastructure, while measures are likely to be put in place to foster greater investment, including potentially 
generous incentives. 

Latest Trade Developments 

SA EXPORTS TO RUSSIAN FEDERATION (TOP 5) 
2012 2013  
Vegetables R 1,099,940,119 Vegetables R 1,502,280,586 

Vehicles aircraft & vessels R 1,027,905,581 Vehicles aircraft and Vessels R 736,066,966 
Mineral Products 
 

R 570,551,812 Mineral Products 
 

R 466,724,272 

Machinery R 326,636,350 Machinery R 422,154,555 

Prepared foodstuff R 267,242,550 Prepared foodstuff R 385,293,565 
 
 Major exports from Russia: Petroleum and petroleum products, natural gas, metals, wood and wood products, chemicals and a 

variety of civilian and military manufactures.   
 Major imports to Russia: Machinery, vehicles, pharmaceutical products, plastic, semi-finished metal products, meat, fruits and 

nuts, optical and medical instruments, iron and steel.   
 Main trading partners of Russia: Netherlands, China, Germany, Ukraine, Italy, Japan and Turkey. 
 SA exports to Russia totalled R2.2bn in 2011, R3.5bn in 2012 and R3.9bn in 2013.  
 SA imports from Russia totalled R1.3bn in 2011, R1.7bn in 2012 and R3.7bn in 2013.  
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