
Macroeconomic Environment in 2020

In 2020 the world economy experienced an unprecedented 
shock caused by COVID-19 pandemics which led to numerous 
lockdowns, slow-down of consumer and business activity and 
as a result had a negative impact on the prices of natural 
resources: oil, natural gas, coal
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By the end of 2020, consumer inflation in Russia (the Consumer 
Price Index) increased to the level of 4.9% (3% in the previous year). 
Industrial Producers Price Index reached 3.6% by the end of 2020. 
The average unemployment rate in 2020 reached 5.8% compared 
to 4.6% in 2019.

The Central Bank of Russia decreased the key rate 4 times in 2020 
(from 6.25% at the beginning of the year to 4.25% in July) to support 
the economic activity on the back of halting production and trade 
in 2Q 2020, and to make the loans more available for both business 
and households. 

Consequently, the total corporate debt (excluding international debt) 
reached Rub 46.7 trillion (+12% YoY) at the end of 2020, and loans 
to individuals grew up to the level of Rub 21.6 trillion (+13% YoY).

As the result of low key rate banks also lowered deposit rates, 
so households and businesses were stimulated to switch to financial 
instruments, such as corporate bonds and stocks, etc. Thereby the 
MOEX Russia index (counted in rubles) grew to 3,289 index points 
at the end of 2020 (+8% compared to the end of 2019). At the same 
time RTS Index (counted in US dollars) declined to 1,387 points (−10%) 
during 2020.

The Russian Budget showed a shortage of Rub 4.1 trillion, equal 
to 3.8% of the GDP. Budget revenue decreased by 7.3%, while spending 
grew by 25.3% compared to 2019. Total external debt of Russia 
(both government and corporate) decreased by 4.8%, to the level 
of US$ 467.9 billion).

Markets & 

Macroeconomics

The global GDP decreased by 3.3% in 2020, the largest decline since 
2009 (−0.1%). The advanced economies became the main contributors 
to the decline: the US GDP decreased by 3.5%, the German one — 
by 4.9%, the French one — by 8.2% and the British one — by 9.9%. 
At the same time the Chinese GDP grew by 2.3%, still a significant 
slow-down compared to 5.8% in 2019. 

As a result of unfavorable macroeconomic conditions, the Russian 
economy declined by 3.0% in 2020. The largest decline was observed 
in tourism (−55.4%), air transportation (−46.8%), food and lodging 
industry (−24.5%), production of vehicles (−16.3%). At the same time 
some sectors managed to demonstrate growth: manufacturing of drugs 
and pharmaceutical products increased by 22.2%, production of furniture 
grew by 8.0%, financial and insurance business — by 7.3%, production 
of machinery and equipment (excluding transports) — by 6.1%.

In the beginning of March 2020 OPEC+ agreement was suspended 
which resulted in a rapid decline of oil prices to the level of US$ 
16 per barrel (Europe Brent Spot Price) by the end of March. The next 
agreement was signed only on in April. Oil prices reached the level 
of US$ 40 per barrel by the beginning of June, never growing higher 
than US$ 52 per barrel in December.

Following decrease of oil prices Russian ruble also showed negative 
dynamics: the exchange rate of Russian ruble to US dollar fell from 
Rub 66 at the beginning of March to 78 at the end of the month,  
Euro — from Rub 74 to 88. The average US$/Rub exchange rate 
amounted to 72 rubles in 2020, Euro/Rub — to Rub 83.

The current account surplus declined to the level of US$ 33.9 billion 
in 2020 (compared to US$ 64.8 billion in 2019). Total exports amounted 
to US$ 379.1 billion, while total imports reached US$ 304.7 billion. 
Exports of crude oil declined to US$ 72.4 billion (−41% compared 
to 2019), exports of natural gas declined to US$ 25.2 billion  
(−40% compared to 2020).
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consumer inflation in Russia

OVERVIEW MARKETS PERFORMANCE GOVERNANCE ADDITIONAL INFORMATION 2120 HMS GROUP   Annual Report 2020



Market trends 

Oil and gas industry
Upstream

Russian oil industry consists of several 
vertically integrated companies. Five of them 
account for 3/4 of the country’s oil production 
and refining, and a number of smaller 
companies, typically comprising one 
or several oilfields. About half of produced oil 
is processed at the country’s refineries, while 
the other half is exported.

The oil extraction declined from 561.2 to 512.7 
million tons of product in 2020 (—8.6% YoY), 
as a result of lower demand for energy caused 
by COVID-19 and limitations set by the new 
OPEC+ agreement. Average Urals oil price 
decreased from US$ 64/barrel in 2019 
to US$ 42/barrel in 2020.

During the year, the country’s operating well 
stock decreased by 1.0% to 178,712 units 
(including 6,957 new wells). The total drilling 
volume declined by 1.7% to 28 million meters. 
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Midstream

As Russian oil fields and gas fields are 
widespread across the country, Russia 
has one of the largest oil and gas pipeline 
networks in the world, which has significantly 
expanded during the last ten years.

Transneft is the major operator of the Russian 
oil trunk pipeline system (50.8 thousand km), 
and oil-product trunk pipeline system 
(16.4 thousand km) with over than 500 of oil 
pump stations.

The total length of the Russian gas 
transportation system is over 170 thousand km, 
comprising over 250 gas compressor stations. 
The main operator of gas pipelines is Gazprom. 
In 2020, the company started construction 
of the Khovykta-Chayanda pipeline (a part 
of the Power of Siberia pipeline). The main 
prospective projects for the next years 
is the construction of the Power of Siberia-2 
(from the Yamal Peninsula to China), 
Bovanenkovo-Ukhta-3 and Ukhta—Torzhok 
pipelines.

Downstream

The total number of large oil refineries in Russia 
is 35, and together with smaller refineries 
they processed 270 million tons of crude oil 
in 2020 (total capacity is over 315 million 
tons), a decrease by 5.4% compared to 2019. 
Rosneft, the leading Russian oil company, 
is the largest refinery operator with twelve 
major refineries. LUKOIL, with four major 
refineries, is the second-largest refineries 
operator, Gazprom Neft operates 2 refineries.

The production of all main petroleum 
products declined in 2020: gasoline — by 4.5% 
to 38.4 million tons, diesel oil — by 0.4% 
to 78.0 million tons, and fuel oil — by 11.1% 
to 40.8 million tons.

The depth of processing increased by 1% 
to the level of 84% in 2020.
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A number of further projects 
on the modernisation of oil refineries, as well 
as new construction are planned on the horizon 
until 2025, including Slavneft advanced oil 
refining complex, Moscow refinery advanced 
oil refining complex (Gazprom Neft), further 
development of Taneco Refining and 
petrochemical plants complex (Tatneft).

Russian gas-processing industry is represented 
by 33 plants, which processed 77.8 bcm 
of natural gas and petroleum associated 
gas in 2020 (—3.9% YoY), including 7 largest 
plants which processed 3/4 of all gas volume. 
A new Amur GPP is currently under 
construction, it should be the largest GPP 
in the world with 42 bcm of gas per year 
design processing capacity.

LNG production is one of the fast-growing 
segments in Russian energy market. 
The volume of LNG produced in Russia reached 
30.5 million tons compared to 29.5 million 
tons processed in the previous year (+3.5%). 
The largest operating LNG plants are 
Sakhalin-2 (consortium led by Gazprom) 
and Yamal LNG (NOVATEK). Examples 
of prospective LNG plants include Arctic LNG-2 
(NOVATEK, currently under construction) 
and the complex for processing ethane-
containing gas and LNG production in Leningrad 
region (Gazprom and RusGazDobycha). 
A large number of small-scale LNG plants are 
expected to be built in the next years as well.

The main trend in the oil and gas markets 
is that the major companies tend to limit their 
investments in upstream, while the importance 
of downstream (including LNG and gas 
processing projects) grows.

Several new oilfields were put into 
operation, such as Erginskiy license area 
and Severo-Danylovskoye oilfield (Rosneft), 
Komandirshorskaya group of fields (Lukoil), 
oil rims of Chayandinskoye field (Gazprom 
Neft). A number of large oilfields are expected 
to be launched in the next few years, including 
Lodochnoye and Severo-Komsomolskoye 
fields (Rosneft), and Grayfer field (Lukoil).

The major gas company in Russia, Gazprom, 
accounted for 65% of gas production in Russia 
in 2020. The second largest producer, NOVATEK, 
produced 11% of all natural gas volume.

Natural gas extraction in Russia reduced from 
737.7 to 692.9 bcm (—6% YoY), the average 
export prices decreased to US$ 127/mcm, 
with the most significant decline to US$ 98/
mcm observed in 2Q 2020.

Gazprom has plans to launch a number of new 
large gas fields, including Kharasaveyskoye 
and Kovyktinskoye (currently in pilot 
production), while Rosneft plans to start 
works on Kharampur field (gas formations).
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Power generation
Total number of large power plants in Russia 
(with installed capacity higher than 5 MW 
each) is 880. The structure of the installed 
capacity of the United Power System 
remained practically unchanged in 2020: 
thermal power plants accounted for 67% 
of installed capacity, hydro power plants — 
20%, and nuclear power plants — 12%.

Total installed capacity and electricity output of the United 
Power System by types of power plants in 2020
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In 2020, Russia decreased its electricity 
output from 1,096 to 1,063 billion kWh 
(–3% YoY). Total installed capacity of Russian 
power system decreased by 1 GW, as 3.3 GW 
of inefficient and outdated equipment was 
decommissioned, and  1.9 GW of new capacity 
was put into operation in 2020, including 
Voronezh PP (220 MW), Primorskaya PP 
in Kaliningrad region (195 MW), and a solar 
power plant in Adygea region (150 MW).

Power generation in Russia, bn kWh

Total investments in the energy industry 
remained practically unchanged in 2020, 
at the level of Rub 801.6 billion.

The Russian United Power System 
Development Program (by the Ministry 
of Energy of Russia) implies that up to 15 GW 
of new capacity will be commissioned in 
2020–2026. The largest projects include new 
units at Leningradskaya NPP (2,300 MW), 
Kurskaya NPP (1,200 MW), Zainskaya PP 
in Tatarstan (850 MW), and Udarnaya PP 
in Krasnodar region (500 MW). 

The State Atomic Energy Corporation, 
ROSATOM, is running a number of new 
projects abroad as well, including Rooppur 
NPP (Bangladesh) and new units of 
Kudankulam NPP (India).

Metals and mining
Mining industry in Russia is highly 
concentrated and consists of large companies 
with full production cycle from ore mining 
to production of metal products with high 
value added.

Extraction of coal decreased from 
442.8 million tons to 402.1 million tons 
in 2020 (—9.2%). Overall investments in coal 
extraction declined by 33.9% in 2020 
(Rub 129.6 billion).

Extraction of iron ore increased from 97.5 
to 100.0 tons (+2.6%), while steel production 
remained unchanged in 2020 (73.6 million 
tons), and cast iron production showed 
a slight increase from 51.2 million tons 
to 52.0 million tons (+1.5%). Investments 
in metal ores extraction increased 
by 1.6% (Rub 299.6 billion), and in metals 
production — by 8.5% (Rub 378.6 billion). 

Russian metal and mining companies 
(EVRAZ, Severstal, Mechel, Metalloinvest, 
Rusal, Nornickel and others) are running 
long-term programs on development of new 
mines and construction of new production 
units (coke batteries, new furnaces, etc.) that 
will ensure high level of investments in the 
industry for the next years.

Water utilities
Year 2020 was marked by the continued 
growth of tariffs (for instance, tariffs for cold 
water supply increased by 3.9% in 2020, 
hot water supply — by 4.3%, and sewage — 
by 4.8%).

Total investments in water utilities and 
wastes utilization in Russia demonstrated 
a significant increase from Rub 174.0 billion 
to Rub 207.7 billion (+19.4%). Examples 
of large investment projects implemented 
during 2020 include construction of a water 
treatment plant at the Omsk refinery and 
reconstruction of a water treatment facility 
in Kazan.

In 2020, the implementation of the Ecology 
national project (consisting of 11 federal 
projects) that will ensure large modernization 
of water facilities all over the country 
continued. Almost all budget planned for 
2020 (Rub 65 billion) was performed.
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