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RUSSIAN
FEDERATION

Table 1 2020
Population, million® 144.5
GDP, current US$ billion 1481.9
GNI per capita, US$ (Atlas method)a 11260
International poverty rate ($ 1.9)b 0.0
Lower middle-income poverty rate (5[53.2)b 04
Upper middle-income poverty rate ($5.5)b 37
Gini index” 375
School enrollment, primary (% gross)° 104.7
Life expectancy at birth, yearsc 727

Sources: WDI, MPO, Rosstat.

Notes:

(a) Most recent value (2019).

(b) Most recent value (2018),2011PPPs.
(c) Most recent value (2018).

|
A lower-than-expected GDP contraction in
2020 and a rapid easing of COVID-19—
related restrictions have improved growth
momentum, spurring an upgrade in the
Russian Federation’s economic growth
forecast to 2.9 percent in 2021 and 3.2 per-
cent in 2022 (from a December forecast of
2.6 percent and 3.0 percent, respectively).
However, this outlook remains subject to
substantial uncertainty and downside risks.
Following an uptick in 2020, the poverty
rate is expected to decline in 2021 but re-
main above pre-pandemic levels until 2022.

Key conditions and
challenges

In recent years, Russia undertook signifi-
cant macro-fiscal stabilization efforts, re-
sulting in an improved fiscal position—
including a sizeable accumulation of fiscal
and reserve buffers—reduced exposure to
oil price volatility and a lower public debt
burden. A massive banking sector clean-
up, together with enhanced regulation
and supervision, fortified capital and li-
quidity buffers. These efforts strengthened
Russia’s ability to respond to the pan-
demic’s adverse economic shocks. They
allowed the government to provide a sub-
stantial countercyclical fiscal stimulus
(about 4.5 percent of GDP) and an accom-
modative monetary policy (the key rate
was lowered by 200 basis points between
February-July 2020).

Russia’s potential growth has been trend-
ing downward since the global financial
crisis. While near-term recovery will be
contingent on the stemming of the pan-
demic, longer—term economic prospects
will depend on boosting potential growth
through promoting economic diversifica-
tion, reducing the state’s economic foot-
print, leveling the playing field for the pri-
vate sector, improving governance—
particularly of state-owned enterprises—
and taking advantage of shifting global
value chains. A green transition could pose
significant challenges for the Russian econ-
omy unless the government undertakes
preemptive steps toward decarbonization.

The downward trajectory in poverty rates
since 2010 was interrupted by the shocks
of 2014-15. Since then, poverty has again
declined, reaching 12.3 percent in 2019
(using the national measure). The official
poverty rate jumped to 13.3 percent in the
third quarter of 2020, reflecting the coro-
navirus pandemic’s impact. Emergency
social protection measures prevented an
even greater increase in the poverty rate.

Recent developments

GDP contracted sharply in the second
quarter of 2020, declining by 10.9 percent
quarter on quarter, saar. Economic activity
only partly recovered in the third quarter
(rising by 2.8 percent quarter on quarter,
saar) as mobility restrictions eased follow-
ing a decline in COVID-19 cases and
households and companies benefited from
government support, including countercy-
clical fiscal, monetary, macroprudential,
and regulatory measures. Momentum
slowed again in the fourth quarter as the
pandemic’s second wave swept across
Russia and the globe. Pandemic mitiga-
tion measures heavily impacted the ser-
vices sectors, with the transportation and
hotels and catering sectors registering
double-digit contractions. The 2020 exten-
sion of the OPEC+ agreement weighed on
mineral resource extraction, which con-
tributed -1 percentage point to GDP
growth. Lower energy export receipts,
financial market volatility, and increased
geopolitical risks fueled a sharp increase
in capital outflows in 2020 ($47.8 billion,
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up from $22.1 billion in 2019), driving a
real effective exchange rate depreciation.
The sharp contraction in imports due to
the depreciation, a decline in real income,
and impediments to outward tourism
failed to fully offset the drop in energy
exports.

The general government fiscal deficit wid-
ened to 4.0 percent of GDP in 2020
(compared to a surplus of 1.9 percent of
GDP in 2019), driven by pandemic re-
sponse spending and the need for eco-
nomic support measures amid lower ener-
gy revenues. Unemployment rose in all
regions, but job losses were concentrated
in manufacturing, real estate, and hotels
and catering. The unemployment rate
stood at 5.8 percent in January 2021, down
from its peak of 6.4 percent in August but
still above the 4.6 percent rate recorded in
December 2019.

Weakening asset quality across the corpo-
rate, small and medium enterprise, and
retail segments put pressure on bank
profitability ~and amplified macro-
financial risks. The extent of problem
loans on bank balance sheets will only
become clearer in mid-2021 when the au-
thorities lift the remaining regulatory for-
bearance measures.

Since the end of 2020, 12-month consumer
price inflation has exceeded the central
bank’s target of 4 percent, owing mainly

to higher global food prices and ruble
deprecation. In February 2021, inflation
reached 5.7 percent. Elevated inflationary
pressure coupled with domestic demand
rebound prompted the Central Bank of
Russia (CBR) to raise its key interest rate
by 25 bp to 4.5 percent in March.

Outlook

Assuming that no third wave of corona-
virus infections occurs in Russia, consum-
er and business confidence are expected to
improve, paving the way for a gradual
economic rebound. GDP growth is fore-
cast at 2.9 percent in 2021 and 3.2 percent
in 2022. The general government deficit is
expected to improve, narrowing to about
2.0 percent of GDP in 2021 and turning
into 0.5 percent of GDP surplus in 2022.
Deficit financing, mainly through domes-
tic debt issuance, will increase general
government debt to a still-manageable 20
percent of GDP in 2023 (from 14 percent in
2019). Following 2020’s stronger fiscal
impulse, the 2021-22 fiscal consolidation
in Russia will be deeper than in other
emerging markets and will become a drag
on growth. Given its relatively low public
debt, sizeable macro-fiscal buffers, and
expected persisting negative output gap,

Russia has the fiscal space for a more
gradual consolidation, allowing further
increases in social spending and support
to regions. In line with the OPEC+ agree-
ment, oil production restrictions will fall
away in 2021--22, supporting growth of
oil output and export volumes. Twelve-
month consumer price inflation is project-
ed to average 4.3 percent in 2021 before
stabilizing around the central bank’s tar-
get of 4 percent in 2022-23.

In 2021, the poverty rate (using the upper-
middle-income poverty line of US$5.5 per
day) is expected to decline to below 2020
levels as the economy rebounds. Howev-
er, it will remain above pre-pandemic
levels until 2022.

The outlook faces substantial downside
risks. Lower-than-expected vaccine effec-
tiveness or vaccine hesitancy could delay
the economic recovery, as could new sanc-
tions. Banks could face deteriorating asset
quality, profitability, and capitalization,
including from the country’s overheated
mortgage market. The CBR extended the
forbearance on impairment recognition
until mid-2021. Although these measures
should allow banks to accumulate profits
to increase loan loss provisioning, they
will also delay the realization of unavoid-
able and costly losses.

TABLE 2 Russian Federation / Macro poverty outlook indicators

(annual percent change unless indicated otherwise)

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 2.8 2.0 -3.1 2.9 3.2 2.5
Private Consumption 4.2 3.1 -8.6 4.7 4.9 3.8
Government Consumption 1.3 2.4 4.0 -1.0 -1.0 1.0
Gross Fixed Capital Investment 0.6 1.5 -6.2 2.8 3.4 3.0
Exports, Goods and Services 5.6 0.9 -5.1 1.9 3.6 3.2
Imports, Goods and Services 2.7 3.5 13.7 5.9 9.3 4.9
Real GDP growth, at constant factor prices 2.8 2.0 -2.8 2.7 3.2 2.4
Agriculture 1.7 2.7 0.0 1.8 1.8 1.8
Industry 2.9 1.5 -3.5 1.9 2.7 2.5
Services 2.8 2.2 -2.6 3.2 3.6 2.4
Inflation (Consumer Price Index) 2.9 4.5 3.4 4.3 4.0 4.0
Current Account Balance (% of GDP) 7.0 3.8 2.2 3.1 2.7 2.0
Net Foreign Direct Investment (% of GDP) -1.4 0.6 -0.3 0.2 0.2 0.2
Fiscal Balance (% of GDP)® 2.9 1.9 -4.0 -1.8 0.5 0.6
Debt (% of GDP) 13.7 14.0 17.8 19.1 19.6 20.0
Primary Balance (% of GDP)? 3.8 2.7 -3.1 -0.8 1.6 1.7
International poverty rate ($1.9 in 2011 PPP)"* 0.0 0.0 0.0 0.0 0.0 0.0
Lower middle-income poverty rate ($3.2 in 2011 PPP)"¢ 0.4 0.3 0.4 0.4 0.3 0.3
Upper middle-income poverty rate ($5.5 in 2011 PPP)"¢ 3.7 3.3 4.2 3.7 3.2 2.9

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices.

Notes: e = estimate.f =forecast.

(a) Fiscal and Primary Balance refer to general government balances.
(b) Calculations based on ECAP OV harmonization, using 2018-HB S.Actual data: 2018. Nowcast: 2019-2020. Forecast are from 2021 to 2023.
(c) Projection using neutral distribution (2018) with pass-through = 0.7 based on private consumption per capita in constant LCU.
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Current Country Operations
Russian Federation | ECA

Advisory activities: 16 ($7,841K)

Ongoing lending, ASA (WB) or AS (IFC) activities led by EFI

Lending activities: 1 ($10,000K)

I

$10,000

I
ASA

$7,841

Active

Active

I Activities (#) Size (in K)* I Activities (#) Size (in K)*
* "Size" indicates "Commitments" for Lending; "Activity Plan" for WB ASA; and "Total Funds Managed by IFC" for IFC AS.

"Milestone" indicates "Board Date" for Lending; "Closing Date" for Portfolio and WB ASA; and "Implementation End" for IFC AS.

Activity details Practice Manager Size (in K)*

Lending $10,000
POV $10,000
P092429: Second State Statistical System Salman Zaidi Buyant Erdene Active 12/31/2021 $10,000.0
ASA $7,841
FCI $4,481
P175079: Russia Ag Export Development llias Skamnelos Yanina Ermakova Active 1/28/2022 $1,024.6
P173134: Improving Urban Housing ~ llias Skamnelos Christopher David Active 10/31/2021 $1,000.0
P172436: Russia Agri-export Development  llias Skamnelos Cnristopher David Active 4/15/2021 $923.0
P170909: RAS Investment Climate Reform llias Skamnelos LjudmiIIaVV. Active 10/31/2022 $533.3
P174687: Russian Federation FSAP Update Cedric Mousset Loic Chiquier Active 12/31/2021 $500.0
P174966: Russia Tourism Rapid Sector llias Skamnelos LjudmiIIaVV. Active 6/24/2021 $300.0
P173064: SOE engagement concept and llias Skamnelos Christopher David Active 3/10/2021 $200.0
GOV $2,785
P173253: Supporting Implemrentation of Roberto Adrian Jonas Arp Fallov Active 6/30/2022 $1,213.1
P167539: Governance Arrangemenis forr Roberto Adrian Lorena Vinuela Active 3/31/2024 $1,096.7
P174646: Rrussia Public Sector Roborto Adrian Simon Carl O'Meally Active 5/21/2021 $225.0
P174970: Improving SOE sector governance Roberto Adrian Alberto Leyton Active 6/15/2021 $150.0
P171888: Monitoring and Evaluation of Roberto Adrian Pedro Arizti Active 5/31/2021 $100.0
P109662: Coherence, Co_ordinat_ion, Alexandre Arrobbio Carlos Alberto Primo  Active 6/30/2008
MTI $490
9175028: Improving the Un_ciers'randing of ) Sandeep Mahajan Apurva Sanghi Active 6/30/2021 $250.0
P174658: Russia Economic Reports FY21 Sandeep Mahajan Apurva Sanghi Active 6/30/2021 $240.0
POV $85
P175974: Assessment of distributional Salman Zaidi Samuel Freije- Active 8/31/2021 $85.0



Ongoing lending or ASA (WB) activities co-led by EFI

Lending activities: 0 ()

No Data Available

ASA

DDT

P171546: Russia Data Policy Report and
Implementation Support

ENV

P157248: Russia's Policies for Green Growth Kulsum Ahmed

and Development

TDD

P175489: Efficient and Green Urban Mobility Karla Gonzalez

in Secondary Cities

Nicole Klingen

Carvajal

Active

Advisory activities: 3 ($350K)

ASA

I Activities (#) [ Size (in K)*

Oleg V. Petrov (DDT) Active
Lal Das Prasanna
(FCI)

Emilia Battaglini Active

(ENV)
(MTI)

Cecilia M. Briceno-  Active
Garmendia (TDD)

Gregoire Francois

Gauthier (FCI)

6/28/2021

6/30/2017

5/31/2021

Size (in K)* |
$350
$200

$200.0

$150
$150.0



