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FIXED INVESTMENT IN H1 2014

O.lzryadnova

Fixed investment in real terms stood at 97.42% in the period of January to July 2014 compared to the corre-
sponding period in 2013. The structure of sources of financing saw an upward trend towards the formation of
a bigger share of equity at enterprises as the share of federal budget resources tended to diminish. In H1 2014,
fixed investment stopped falling in the segment of large and medium-sized enterprises, up by 2.8% relative to
the corresponding period of the previous year, although it couldn’t offset entirely the negative growth dynamics
observed in the preceding year. Investment upsurge in industrial and transport sectors had a positive effect on
the dynamics of investment at large enterprises in H1 2014. Fixed investment kept diminishing in the investment

and construction sector.

Fixed investment in real terms stood at 97.2%
in H1 2014 and 97.4% in the period of January to
July 2014 relative to the corresponding period of the
previous year. The volume of completed work in the
construction sector stood at 97.4% in H1 2014 and
97.0% in the period between January and July 2014
relative to the corresponding period of the previous
year.

The dynamics of fixed investment is differentiated
by economic agents. Fixed investment stopped fall-
ing in H1 2014 in the segment of large and medium-
sized enterprises. Investment by large enterprises in
H1 2013 accounted for 94.2% of the value observed
in the previous year, and in H1 2014 it increased 2.8%
relative to the value observed in the period of January
to June 2013. Extremely slow positive changes in the
terms and regulatory standards of businesses in the
internal market had an adverse effect on the perfor-
mance figures of small enterprises. Investment reduc-
tion by small enterprises in the first half of the current
year triggered a more than 1/5 decline in fixed invest-
ment across the economy at large.
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Fig. 1. Dynamics of fixed investment in 2011-2014,
as a % of the corresponding quarter of the previous year

The structure of fixed investment in H1 2014 saw an
increase in the volume and share of investment in the
construction of housing facilities. Residential buildings
accounted for 93.7% of the buildings commissioned in
H12014.

A positive dynamics of the total floor space of com-
missioned residential buildings has been observed

Table 1

STRUCTURE OF FIXED INVESTMENT BY TYPE OF FIXED ASSETS IN H1 2011-2014 (EXCLUSIVE OF SMALL-BUSINESS
ENTITIES AND INFORMAL ACTIVITY PARAMETERS ), AS A % OF TOTAL

Billions of rubles

2011 2012
Fixed investment 2650.9 3135.0
including:
housing facilities 121.8 133.7
buildings (other than residential
buildings) and facilities R
machinery, equipment, 8722 1146.9
and transport means
of wh‘lch: purch‘ase of imported 63.6 71.4
machinery, equipment, transport means
Others 83.9 116.9

Source: Rosstat (the Federal State Statistics Service)..

As a % of total

2013 2014 2011 2012 2013 2014
3356.1 3579.4 100 100 100 100
166.7 215.8 4.6 4.3 5.0 6.0
1644.9 1764.9 53.5 51.1 49.9 49.3
1241.8 1228.7 32.9 36.6 37.0 34.3
89.9 n/a 6.9 6.5 6.9 n/a
130.4 370.0 9.0 8.0 9.0 10.4
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Table 2

FIXED INVESTMENT (EXCLUSIVE OF SMALL-BUSINESS ENTITIES AND INVESTMENT VOLUME WHICH CANNOT BE
MEASURED BY DIRECT STATISTIC METHODS) IN H1 2011-2014

Growth rate as a % of the correspond-

Structure as a % of total

ing period of the previous year

2011 2012
Total 112.3 109.6
js\grlcultural sector, hunt- 1173 106.9
ing and forestry
fishing, fish farming 105.2 240.0
industrial sector 109.4 118.1
mineral extraction sector 116.9 117.8
manufacturing sector 110.5 121.5
glectrlc po.we.r prgduc— 959 113.4
tion and distribution,
construction sector 93.9 97.4
wholesale and retail trade 102.9 99.0
hotels and restaurants 97.1 81.1
transports and communications 121.4 99.6
railway transport 90.0 86.8
pipeline transportation 143.3 92.0
communications 135.3 112.2
financial business 121.3 141.0
real estate transactions 99.1 102.7
public administration 99.9 99.6
education 135.8 99.0
healthcare and provi- 978 1225

sion of social services

Source: Rosstat (the Federal State Statistics Service).

since H2 2011 and determined by some evidence of
recovery in financing. In H1 2014, organizations of all
types of ownership built 375,800 apartments with
29,4 million sg. meters of total floor space, up by 30.2%
relative to the corresponding period of the previous
year. Private developers constructed residential build-
ings with 13,9 million sq. meters of total floor space or
47.4% of the total floor space of the residential build-
ings commissioned in H1 2014,

The volume and contribution of individuals’ funds in
housing construction under shared ownership terms
has been increasing while legal persons’ contribution
diminishing throughout the entire period between
2011 and 2014. In H1 2014, the funds obtained via
housing construction under shared ownership terms
increased Rb 32,8bn, including individuals’ funds,
up Rb 28,2bn vs. the amount observed in H1 2013.
Individuals’ investment activity was supported by a
wider scope of lending. Mortgage loans amounted to
Rb 735,9bn as of the end of H1 2014, up by 1.42 times
the value observed in the preceding year.

Structurally, the beginning of the current year was
characterized by growth in investment in the con-
struction of non-residential buildings and facilities
as investment spending on machinery, equipment

2013 2014 2011 2012 2013 2014
94.2 102.8 100 100 100 100
100.8 103.2 3.3 34 34 3.4
95.2 40.4 0.1 0.1 0.1 0.1
94.8 104.8 47.8 51.1 51.3 52.6
92.1 105.0 20.9 22.3 22.7 23.4
100.4 105.7 16.6 17.8 18.2 19.2
90.9 102.9 10.3 11.0 10.4 10.0
101.5 92.1 2.4 2.3 2.1 2.1
130.9 93.0 2.1 1.9 2.8 2.8
123.5 144.8 0.4 0.3 0.8 1.0
84.1 100.7 27.5 25.3 21.2 20.2
100.8 71.4 5.1 4.2 4.1 2.9
68.1 116.5 11.8 10.0 6.7 7.3
92.8 116.0 3.5 3.4 314 3.3
110.8 77.9 1.3 1.6 2.1 1.4
103.1 115.9 7.9 6.9 8.7 10.4
83.0 88.7 1.0 14 1.4 1.0
101.6 108.2 1.7 1.5 1.4 14
103.1 68.4 1.6 1.7 1.7 1.1

and transport means diminished. Total construction
volume of non-residential buildings commissioned
in H1 2014 amounted to 47,0 million sq. meters, up
by 1.26 times that in H1 2013, including commercial
facilities (up by 1.31 times), administrative build-
ings (up by 1.15 times), educational facilities (up by
1.32 times). It’s worth noting that the statistically
covered volume of the industrial and healthcare fa-
cilities commissioned in the first half of the current
year remain below the volume observed in the previ-
ous year.

The share of machinery and equipment in fixed
investment in H1 2014 lost 2.7 p.p. compared to the
corresponding period of the previous year, which is
most likely because of insufficient backlogs for erec-
tion works and construction in progress. The provision
of construction and erection works with machinery
and equipment is worsening by a fall in the output of
Russia-made types of machinery.

Although investment in the industrial sector in
H1 2014 increased 4.8%, the amount of investment ob-
served in H1 2012 was not achieved because of drastic
decline in investment in industrial facilities in H1 2013.
The following fixed investment saw a stronger growth
than in H1 2013: petroleum products manufacturing
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Table 3

STRUCTURE OF FIXED INVESTMENT BY SOURCE OF FINANCING, IN H1 2011-2014, AS A % OF TOTAL
(EXCLUSIVE OF SMALL-BUSINESS ENTITIES AND INFORMAL ACTIVITY PARAMETERS )

Fixed investment 2650.9 3135.0 3356.1 3579.4

borrowed funds 1222.4 1544.0 1678.0 1700.7 53.9

of which
foreign banks’ loans

loans of other organizations

129.6 165.4 234.8 2437 4.9 7.0

of which:

e R s 174.2 199.5 242.8 213.2 7.2
extrabudgetary funds 6.1 13.4 0.2 0.2
including individuals” money 29.1 429 652 934 1.4

of which:
money of upper-level organizations

547.6 583.6 415.5 410.2

money generated by issuing stocks

20.7 186 124 115

Source: Rosstat (the Federal State Statistics Service).

(128.6%), transport means manufacturing (125.6%),
textile and garment industry (194.4%).

Following are the industries which had an adverse
effect on the dynamics of investment in the manufac-
turing sector: chemical industry (97.0% vs. H1 2013),
pulp and paper industry (85.3%), rubber and plas-
tics industry (76.4%), construction materials industry
(79.7%).

Investment in pipeline transport increased substan-
tially (116.5% vs. H1 2013), following most visible fall
last year.

Financing of investment was determined by stron-
ger focus on the use of equity capital. In H1 2014 the
share of equity-capital investment by legal entities
stood at 52.5%, up by 2.5 p.p. the value observed in
H1 2013. In H1 2014, the cost effectiveness across
the economy at large stood at 10.0%, up by 2.3 p.p.
relative to the corresponding period of the previous
year, which increased the contribution of investment
financed with companies’ profit.

The dynamics of bank loans appeared to slow down
in H1 2014 compared to the corresponding period of
the previous year. Changes in the structure of bank

loans over the past three years has been determined
by mounting volumes and share Russian banks’ loans
which replaced foreign banks’ loans. To compare with
in H1 2013, Russian banks’ loans increased Rb 18,4bn
while foreign banks’ loans were up Rb 11,0bn.

The persistent capital flight trend had an adverse
effect on the scope of banks’ participation in the fi-
nancing of investment programs in H1 2014. According
to the preliminary estimation of the Central Bank
of Russia, net capital exports by the private sector
amounted to $74,6bn in the period between January
and June 2014, including $38,3bn by the banking sec-
tor. Additionally, the volume of foreign fixed invest-
ment diminished in H1 2014, their contribution to the
total volume of investment in the Russian economy
dropped to 0.9% compared to 2.7% in the preceding
year.

The role of budget resources appeared to change
in the structure of funds raised to finance fixed invest-
ment. In H1 2014, Rb 444,8bn of fixed investment was
financed with budget resources, by Rb 15,0bn less than
the value observed in the preceding year. To compare
with H1 2013, financing of investment with federal
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budget resources diminished by Rb 29,6bn, whereas
the contribution of the budget of the constituent ter-
ritories of the Russian Federation and local budgets in-
creased Rb 10,3bn and Rb 4,3bn respectively.

The total volume of envisioned budget alloca-
tions for the implementation of the Federal Targeted
Investment Program (FTIP) in 2014 amounted to
Rb 838,3bn as of August 1. Budget investment and
subsidies to finance facilities owned by the Russian
Federation and budget investment to open joint-stock
companies amounted to Rb 743,7bn while subsidies
to facilities owned by the regions (municipalities) to
Rb 104,6bn. In the period of January to July 2014, the
volume of financing with budget allocations for the
implementation of the FTIP amounted to Rb 265,4bn
(49.3% of the total) and disbursement to Rb 133,6bn
(23.9%). As of August 1, 2014, Rb 209,4bn (51.9% of
the allocations envisaged for a year) of federal budget
resources was allocated to finance the facilities co-
vered by the FTIP and Rb 118,3bn (28.2%) disbursed.

Of the 805 facilities to be commissioned in 2014, 24 fa-
cilities were commissioned in the period between
January and July 2014, of which 20 ones were operat-
ing at full capacity while the others at partial capacity.

Table 4
FINANCING VOLUMES OF THE FEDERAL TARGETED
INVESTMENT PROGRAM IN 2014, BILLIONS OF RUBLES

Financing total 848.3 535.3 313.0
facilities owned by

the state and open
joint-stock companies

743.7 306.3

Source: The Ministry of Economic Development of Russia..

437.4




