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THE REAL SECTOR OF ECONOMY IN JANUARY MAY 2014: 
FACTORS AND TRENDS

O.Izryadnova

In the beginning of 2014, the economic and poli  -
cal uncertainty in the country intensifi ed the drop in 
investment demand. In Q1 2014, the eff ect of that pro-
cess was reduced because of a fairly high consumer 
demand which was jus  fi ed by growth in infl a  onary 
expecta  ons due to deprecia  on of the ruble.  Within 
the same period, another factor which underpinned 
GDP growth rates at the level which was not lower 
than the index of the previous year was growth in con-
tribu  on of the net export which situa  on is related 
to higher rates of reduc  on of the import against the 
dynamics of deliveries of Russian goods to foreign 
markets. The analysis of the dynamics and the pa  ern 
of GDP in Q1 2014 shows that the dynamics of eco-
nomic growth was nega  vely aff ected by reduc  on of 
the rates of produc  on of the gross added value (GAV) 
in mining, u  li  es (electricity, water and gas), building 
industry and agriculture with posi  ve growth in GAV 
in manufacturing. A contribu  on by such industries 

In the fi rst fi ve months of 2014, the economic situa  on was determined by slowdown of growth rates of con-
sumer demand and a drop in investments. In January–May 2014, investments in capital assets decreased by 3.8% 
against the index of the respec  ve period of the previous year. In January–May 2014, the retail trade volume 
increased by 3.1% against 3.9% a year earlier. A posi  ve contribu  on to the dynamics of the economic develop-
ment is made by recovery of output growth in manufacturing. In January–May 2014, manufacturing output index 
amounted to 103.2% against 98.9% a year before with a high diff eren  a  on of produc  on rates in diff erent sec-
tors which situa  on is primarily jus  fi ed by prevalence of nega  ve trends in produc  on of capital goods. 

as trade and transport to the dynamics of economic 
growth decreased, too.  Indices of the fi nancial sector 
and real-estate opera  ons, as well as such socially im-
portant types of ac  vi  es as educa  on and healthcare 
grew at an advanced rate against GDP. 

A  er a drop in January, in February–May 2014 the 
industry indices demonstrated growth year on year. 
In May 2014, year on year growth rates of industrial 
produc  on, manufacturing and mining amounted to 
2.8%, 4.4% and 0.9%, respec  vely.

In February–May, industries oriented at the con-
sumer demand grew at a faster rate than manufactur-
ing in general. In May, produc  on of food pro ducts and 
tex  le and sewing industry rose by 7.2% and 18.3% 
year on year, respec  vely. Despite the fact that in 
May produc  on of leather and footwear amounted to 
99.3% year on year against the index of 2013, gene-
rally in January–May 2014 the output in that segment 
of business ac  vi  es increased by 3.2% as compared 
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Fig. 1. Indices of the physical volume of the produced GDP and the gross added value by the type 

of economic ac  vi  es in Q1 2013–2014 as % of the respec  ve period of the previous year
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to the respec  ve period of 2013. It can be supposed 
that in the above types of business the economic ac-
 vity was supported by means of u  liza  on of the im-

port subs  tu  on poten  al. In the pa  ern of commo-
dity resources of the retail trade turnover, in Q1 2014 
the share of domes  c products amounted to 57.0%, 
including food products (35.0%), though in the pat-
tern of import in Q1 2014 the unit weight of the im-
port of consumer goods in the total volume of import 
amounted to 38.4% and remained virtually at the level 
of the index of 2013. 

To apprecia  on of prices as a result of deprecia  on 
of the ruble, a complex of intermediate demand indus-
tries with a high share of export-oriented industries re-
acted by growth in output.  If in May 2013 the price 
index in manufacturing amounted to 102.4% year on 
year, in May 2014 it was equal to 105.9%. In Janu-
ary–May 2014, there was growth in output of petro-
leum (7.2%), the pulp and paper industry (7.7%), the 
chemical industry (3.6%) and the iron and steel indus-
try (2.0%). It is to be noted that with a rela  vely small 
share of the import in the cost of produc  on in the 
above types of ac  vi  es, profi tability of produc  on did 
not change much. In the pulp and pare industry and 
the iron and steel industry, the profi tability of the sold 
goods increased as compared to the same period of 
2013, while in produc  on of petroleum and the che-
mical industry, decreased by 1 p.p.  

 Growth in the output of intermediary demand 
goods resulted in structural changes in import: in Q1 
2014 the unit weight of intermediary goods in the total 
volume of import fell to 37.4% against the 38.2% in 
2013.  

There was a drama  c reac  on to changes in the 
pricing situa  on on the part of investment complex 
industries due to apprecia  on of prices on imported 
products of intermediate and ul  mate consump  on. 
In May 2014, the index of produc  on of machinery 
and equipment amounted to 94.7% year on year, while 
that of produc  on of electric, electronic and op  cal 

equipment, to 97.1% as compared to May 2013. The 
situa  on in the above areas is made even worse due 
to a drop of 6.0% in the volume of import of high-tech 
products, including electronic and communica  on 
equipment (15.7%) and offi  ce computer equipment 
(11.7%) as compared to Q1 2013. 

 In May 2014, transport equipment manufactur-
ing increased by 18.3% year on year which can be ex-
plained by growth of 31.5% in manufacturing of ships, 
aircra  , spacecra   and other transporta  on vehicles, 
while automo  ve equipment produc  on fell by 6.0%. 
The military-industrial complex and the nuclear power 
industry produce goods which are tradi  onally in high 
demand on the global market, however, in Q1 2014 the 
export of goods of the aerospace industry amounted 
to just over 50% of the index of the previous year with 
dynamic growth in import which exceeded by 100% 
the volume of the domes  c produc  on. 

The main component which underpins economic 
growth is households’ consump  on. In May 2014, the 
real disposable cash income increased by 5.8% year on 
year with a drop of 0.3% a year before. Growth rates of 
real wages and salaries increased from 104.7% in May 
2013 to 105.0% in May 2014. In January–April, the real 
amount of the granted pensions rose by 2.5% as com-
pared to the respec  ve period of 2013.  

 However, the dynamics of consumer demand is 
characterized by gradual slowdown. In May 2014, the 
growth rates of the retail trade volume and the volume 
of paid services to households amounted to 2.1% year 
on year and 0.6%, respec  vely (3.4% and 0.9%, respec-
 vely, a year ago). Slowdown of retail trade growth 

rates is jus  fi ed by a year on year decrease of 0.3% in 
demand on food in May with a 4.0% increase in growth 
rates of the market of nonfood products. It can be jus  -
fi ed by growth in prices on food products in May by 6.9% 
from the beginning of the year (4.7% in December–May 
2013) with moderate growth in prices on nonfood prod-
ucts and services: 2.5% and 2.9%, respec  vely. In May 
2014, the consumer price index amounted to 107.6% 

Table 1
EXPORT AND IMPORT OF HIGH TECH PRODUCTS IN Q1 2014

Export Import
Million 

USD
 % of the respec  ve period 

of the previous year
Million 

USD
% of the respec  ve period 

of the previous year
High-tech products 2950 59.8 8468 94.0
 including:
aerospace industry goods 1107 53.9 2001 155.2

Offi  ce computer equipment 124 182.4 1320 88.3
Electronic and telecommunica  ons 
equipment 215 94.3 2428 84.7

pharmaceu  cals 52.2 96.1 697 74.6
Scien  fi c instruments 301 152.2 883 69.0

 Source: The Rosstat.
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year on year and exceeded by 0.2 p.p. the index of the 
previous year. In January–May 2014, weak economic dy-
namics was mainly jus  fi ed by structural factors. It is to 
be noted that a long-term reduc  on of the volumes of 
investments in capital assets is the main factor behind 
slowdown of growth in the short-term prospect. In May 
2014, investments in capital assets decreased by 2.6% 
as compared to the respec  ve period of 2013. In 2014, 
a drop in investments in capital assets was jus  fi ed by a 
higher economic uncertainty, worsening of the fi nancial 
posi  on of real sector companies, tougher condi  ons of 
bank lending and higher capital fl ight from the country. 

In May 2014, the rate of unemployment kept fall-
ing to 4.9% with the average index of 5.4% in January–
April (on the basis of the ILO methods). The labor mar-

ket indicators point to growth in labor shortages: both 
the number of the offi  cially registered unemployed 
per one vacant job and the share of the unemployed 
receiving unemployment benefi ts decreased. The low 
rate of unemployment in a situa  on of slowdown of 
economic growth rates is the result of low labor effi  -
ciency. 

 With the exis  ng level and effi  ciency of u  liza  on 
of the main factors of produc  on, the Ministry of Eco-
nomic Development of the Russian Federa  on and the 
world’s leading agencies expect slowdown of 100.4% 
to 100.6% of Russian GDP growth rates in Q2 2014 
as compared to the respec  ve period of the previous 
year with the spread of annual es  mates in the range 
of 99.0–101.0%.  


