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Up until 2012 the construction industry had been one of the key drivers of the Russian economy. 
Strong growth rates had been largely achieved on the back of preparations for the Sochi Winter 
Olympics, state supported infrastructure development programmes, plus residential and shopping 
centre construction activity. According to PMR estimates, cement consumption in Russia totalled 
about 63 million tonnes in 2015, down from 71.5 million tonnes in 2014. In the same time, cement 
production had increased gradually from 44.3million tonnes in 2009 to reach 68.7 million tonnes 
in 2014, supported largely by steady growth in residential and non-residential construction. However, 
in 2015 output contracted by 10% in 2015 to 61.8 million tonnes.

Wet-process clinker production still dominates the Russian production base, accounting for about 
two-thirds of domestic capacity. However, over recent years, investments in dry-process technology 
have increased and represent the bulk of new greenfield projects as well as upgrades. Despite the fact 
that the installed annual cement production capacity in Russia exceeded 100 million tonnes in 2014, 
available capacity is estimated at approximately 80-85 million tonnes because of the many aging 
units in use.

Weaker near-term economic growth prospects are expected to result in substantial budget 
cuts and/or the delays to residential construction development programmes, both on a federal and 
regional level. Furthermore, all medium- to long-term civil infrastructure development projects that 
had been approved by the government and local authorities until mid-2014 will be reined in for 
2016 and 2017, at least. In addition, flagging household purchasing power, weak growth forecasts 
and the significant rise in the cost of bank loans are likely to mean that property developers will be 
less readily encouraged to speed up construction projects in the next couple of years. Given current 
macroeconomic assumptions and predictions for the residential and non-residential construction 
market, we estimate that cement consumption is not likely to surpass the 2014 level before 2018. As 
a result, capital investments in the Russian cement industry are not expected to increase in the next 
few years, mostly due to substantial oversupply in installed production capacity, difficult fund-raising 
environment and weak fundamentals for growth in consumption in the near future. Oversupply 
is estimated to exceed 20 million tonnes in 2016 – more than one-quarter of the record cement 
consumption level seen in 2014.
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In the last few years, Russia has demonstrated a political will to support the development 
of renewable energy by amending legislation in the electricity industry to stimulate the deployment 
of renewable energy technologies. In November 2011, the government approved amendments to 
the Federal Law on the Energy Industry which anticipates the creation of new opportunities to use 
the capacity market mechanism to encourage renewable energy growth on the wholesale market and 
to give priority to the purchase of energy by grid companies on the retail market. Government Decree 
No. 1178 (of 28 December) modified the pricing rules pertaining to the procedures for setting prices 
and tariffs. These initiatives have encouraged potential investors, but functioning support measures 
have been slow to develop. In 2013, a new set of by-laws developed by the Ministry of Energy 
was approved. The capacity market model was introduced; enabling investors to be compensated 
for expenses incurred during the construction of renewable energy facilities. Furthermore, the legal 
incentive approved in 2013 was amended by a new decree, Government Order No. 1472-r, approved 
on 28 July 2015, which extends the implementation of the renewable energy development programme 
until 2024, though without increasing the originally planned volume of renewable energy generation 
capacity to be subsidised in the future.

Between 2013 and 2015, Russia rolled out competitive selection of renewable energy projects 
every year, in order to provide subsidies for 1,250 MW of solar power, 1,201 MW of wind and 
592 MW of hydroelectric power. However, power investors have secured just 191 MW of wind and 
70 MW of hydroelectric capacity offered at the auctions in the last three years. Companies were 
overwhelmingly interested in solar power projects, with investors succeeding to ink 1,184 MW 
of the tendered capacity. Potential bidders have been largely impeded by the restrictive requirement 
to secure a guarantee from a power generating company with installed capacity of at least 2.5 GW, 
and by the fact that at least 50% of the materials must be sourced from domestic production, which 
is a challenging task in Russia, particularly in the wind power industry.

Tendered quotas for completion of renewable energy generation installed capacity in Russia 
and capacity secured by investors (MW, e-o-p), by type of renewable energy source, 2014-2019
37.128.124.83 2014 2015 2016 2017 2018 2019

Wind PP
Offered quotas - 51 50 200 400 500

Accepted by investors - 51 50 90 - -

Solar PP
Offered quotas 120 140 200 250 270 270

Accepted by investors 35 140 199 255 285 270

Small HPP*
Offered quotas 18 26 124 124 141 159

Accepted by investors - - - 21 - 50

* hydroelectric power plants with installed capacity of up to 25 MW
Note: quotas tendered between 2013 and 2015.

Source: Ministry of Energy of Russia, 2016 www.pmrpublications.com
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Room supply in collective accommodation facilities in the 2018 FIFA World Cup
host regions in Russia (number of rooms, e-o-p), 2014
37.128.124.83

Region Room supply in
hotels

Room supply in
boarding-houses

Room supply in
motels

Moscow 41,672 0 0
Moscow Province 8,506 2,119 5
St. Petersburg 17,814 119 90
Leningrad Province 2,335 393 54
Krasnodar Territory 37,204 9,019 101
Republic of Tatarstan 7,035 24 127
Sverdlovsk Province 6,969 135 35
Rostov Province 5,031 388 147
Nizhny Novgorod
Province 4,190 678 141

Samara Province 3,630 88 26
Volgograd Province 2,815 0 8
Kaliningrad Province 2,308 0 8
Republic of Mordovia 685 0 0

Note: in hotels with at least 16 rooms.

Source: PMR based on Rosstat, 2016 www.pmrpublications.com
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Despite the fact that in March 2015 the government approved some support for the mortgage 
market, mostly by subsidising mortgage interest, this was far from sufficient to avoid a double-figure 
contraction in mortgage approvals in Russia last year. In March 2015 the government decided to 
offset the proportion of the interest rate on mortgage loans in excess of 12% (with the borrower 
supporting 12% and the state making up the difference). Key conditions of the mortgage market 
support programme, which was approved for 12 months, were:

 � the support was provided only for home purchases on the primary market and as long as 
the Central Bank’s key rate remained above 9.5% or the allocated budget was consumed

 � subsidised loan was granted for purchase of dwelling only on the primary market

 � to be entitled for a subsidised mortgage, an applicant had to make an upfront payment of at 
least 20% of the property’s value

 � the maximum loan provided for subsidised mortgages was: RUB 8bn for purchase of a dwelling 
in the city of Moscow, Moscow Province and St. Petersburg; and RUB 3bn to purchase 
a properties outside the city of Moscow, Moscow Province and St. Petersburg.

However, even though the mortgage support incentive was approved on 13 March 2015 and 
was fully operational since April, banks in Russia granted only less than 67,500 mortgage loans 
to population each month during April-November 2015, which was not markedly more than 
the result achieved in the first two months of the year: 43,020 awarded in January and another 
49,035 loans were granted in February. The approval process increased markedly in December, with 
97,618 mortgages being granted in Russia during the month, still 25% fewer loans were approved 
than in December 2014.
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Correlation between monthly approval of mortgage loans, average interest rate 
and the Central Bank’s key rate, January-December 2015
37.128.124.83Jan Feb Mar Apr May June Jul Aug Sep Oct Nov Dec
Number of
loans 43,020 49,035 43,118 49,265 43,769 52,241 58,069 57,620 65,015 65,502 67,447 97,618

Average
interest
rate**

14.2% 14.7% 14.7% 14.1% 13.5% 13.3% 13.4% 12.9% 13.1% 12.9% 12.3% 12.7%

Central
Bank’s key
rate*

17% 15% 14% 14% 12.5% 11.5% 11.5% 11.0% 11.0% 11.0% 11.0% 11.0%

* at the end of period
** average interest rate on mortgage loans granted over the month

Source: PMR based on Central Bank of Russia, 2016 www.pmrpublications.com
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ABOUT PMR

PMR is a market intelligence company with expertise in over 25 countries of Central and Eastern 
Europe. We specialise in construction, retail, pharmaceuticals, healthcare, and ICT sectors. Each year, 
we publish over 150 ready sector reports and market intelligence services. We organise business 
conferences and trainings, as well as conduct tailored research and consulting projects.

Since 1995, we have been working for more than 500 global corporations and for many regional 
companies. Our competitive advantage is built on a unique combination of in-house industry data, 
analyses, forecasts and substantial training, research and consulting experience. Using this synergy, 
we convert market knowledge into actionable business recommendations. PMR assistance has been 
used by our clients to increase their market share, successfully enter new areas and optimise costs.

CONTACT PMR

PMR Ltd. Sp. z o.o., ul. Mogilska 65, 31-545 Kraków, Polska
tel.: /48/ 12 340 51 00, fax: /48/ 12 340 51 08, www.pmrcorporate.com

Customer service 
tel.: /48/ 12 340 51 30
e-mail: moreinfo@pmrcorporate.com

Marketing 
tel.: /48/ 12 340 51 29
e-mail: marketing@pmrcorporate.com


