Section 3
Real sector of the economy

3.1. Russian economy in 2025:
Factors and requirements of production’

3.1.1. Key trends in the domestic market

Overthe past three years, the Russian economy demonstrated strong growth poten-
tial. GDP growth of 10.3% and a 20.1% increase in final household demand during
2023-2025 were supported by a 16.3% rise in fixed capital investment and an 8.0%
increase in government spending. Active government measures and regulatory
mechanisms to adapt the interaction between domestic and foreign markets mi-
tigated the impact of certain aspects of sanctions on the real and financial sectors
of the economy and shaped the nature of structural changes.

The trajectory of the domestic economy during this period was quite uneven.
A key feature was the growing role and importance of the domestic market. During
the structural transformation of 2022-2023, the Russian economy demonstrated
a high degree of resilience to adverse external shocks: its 4.1% growth in 2023 fully
offset the 1.4% decrease in the previous year and marked a phase of active recovery
driven by the expansion of the domestic market with effective government support.

In 2024, economic growth accelerated to 4.9% amid rapid growth in produc-
tion, import substitution, and a fundamental shift in trade and economic relations
with the outside world. Qualitative changes in the structure of the domestic market,
which grew by 5.0% during this period, were driven by the outpacing growth of fixed
capital formation (up 8.6%) and final household consumption (up 6.8%).

The pattern of growth in the real economy was significantly influenced by the va-
rying conditions for adapting to new forms of interaction among economic activi-
ties. The acceleration of industrial growth in 2024 to 5.1% — up from 4.3% a year
earlier—was driven by the outpacing growth of the manufacturing sector (to 9.1%),
which offset the subdued overall performance in mineral extraction and produc-
tion and distribution of electricity, gas, and water. Positive factors driving industrial
growth in 2024 included reduced dependence on raw material exports and the dy-

1. Author: Izryadnova O.1., Senior Researcher, Center for Real Sector, Gaidar Institute.
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namic growth of high-tech industries: the share of the non-oil and gas sectorin GDP
rose to 84% in 2024, up from 80% in 2022, while the share of high-tech and know-
ledge-intensive products rose to 24.2%, up from 21.9%.

At the same time, despite the industry’s sTable performance, 2024 saw a gradu-
al slowdown in positive growth in core economic sectors to 5.5%, driven primarily
by a slowdown in the investment and construction sector to 3.8% from 9.0% a year
earlier amid changes in financial and credit conditions; second, a 3.3% decline
in agricultural production rates; and third, weak growth in freight turnover (0.5%),
which failed to overcome the negative trends of the previous two years. It should be
particularly noted that the shift in trends and the contribution of transport to GDP,
resulting from the development of new transport and logistics schemes for the mo-
vement of goods in domestic and foreign markets by geography and cargo type, op-
portunities for developing multimodal transport infrastructure, as well as impro-
vements in financial and insurance services, became one of the most important
characteristics of economic development during this period.

In 2025, the features of the economic situation were shaped by inertial factors:
imbalances between supply and demand in the domestic and foreign market seg-
ments; a slowdown in the quarterly dynamics of the real economy; and persistent
high inflationary pressure on businesses’ financial and economic activities and con-
sumer behavior; monetary and foreign exchange policy parameters.

In 2025, against the backdrop of the high base from the previous year, GDP growth
slowed to 1.0% compared to 2024, and domestic demand growth slowed to 1.2%.
Output growth rates across key economic sectors declined to 1.3% from 5.1% a year
earlier. With a growth rate of 1.3%, industry continued to have a positive impact
on the economy. Manufacturing remained the key driver of this impact in the real
sector, despite a slowdown in its growth rate compared to the previous year to 3.6%.

In 2025, the overall economic situation was positively influenced by a 4.9% in-
crease in agricultural production, which fully offset the previous year’s decline
in the sector.

The situation was complicated by the continuation of the trend toward a slow-
down in growth rates in the construction and investment sector, which had been
observed since 2024, down to 2.5%, and was linked to changes in monetary policy
parameters, an increase in the key interest rate, and rising borrowing costs, as well
as general economic conditions.

The economic slowdown in 2025 was accompanied by a deceleration in the de-
velopment of market infrastructure sectors: wholesale trade turnover during this
period amounted to 97.2% and freight turnover to 99.3% of the corresponding fi-
gures for the previous year.

Starting in H2 2024, the impact of private demand on the economy has signi-
ficantly increased. The rise in interest rates on deposits exceeding the inflation rate,
coupled with the continuing trend of rising household incomes, stimulated an in-
crease in household savings while household spending on current consumption
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grew modestly, leading to a slowdown in retail trade turnover to 2.6% and in paid
services to households —to 2.7%, compared with 7.7% and 4.3%, respectively,
ayear earlier (Table 1).

Table 1
Changes in key macroeconomic indicators from 2022 to 2025,
% on corresponding period of the previous year

Domestic market: production

2024 2025

2022 | 2023 | Year | Q1 Q2 Q3 Q4 | Year | Q1 Q2 Q3 Q4

GDP 98.6 | 104.1 | 104.9 | 105.4 | 104.3 | 103.3 | 104.5 | 101.1 | 101.4 | 101.1 | 100.6 | 101.0
Output by major 99.9 | 105.9 | 105.5 | 107.2 | 105.9 | 103.2 | 105.8 | 101.4 | 100.8 | 101.2 | 101.0 | 102.3
economic sector

Industry 100.7 | 104.3 | 105.1 | 106.2 | 104.8 | 103.4 | 106.1 | 101.3 | 100.1 | 101.5 | 101.2 | 102.3
Agriculture 111.3 1100.2 | 96.7 | 101.5 | 110.5 | 93.6 | 92.7 | 104.9 | 100.6 | 101.4 | 103.8 | 112.0
Construction 107.5 | 109.0 | 103.8 | 103.2 | 105.2 | 102.8 | 105.9 | 102.5 | 105.8 | 101.9 | 101.3 | 102.3
Transportation 97.7 | 99.4 |100.5| 101.5 | 99.1 | 100.4 [100.9 | 99.3 | 98.7 | 100.7 | 98.3 | 99.5
Wholesale turnover 83.3 | 110.0 | 106.8 | 112.6 | 109.1 | 102.8 [ 104.4 | 97.2 | 97.9 | 95.8 | 97.2 | 98.0
Retail turnover 93.5 | 108.0 | 107.7 | 111.5 | 108.5 | 106.3 | 105.1 | 102.6 | 102.6 | 101.6 | 102.1 | 104.0
Paid services 105.0 | 106.9 | 104.3 | 105.0 | 105.0 | 103.4 | 103.9 | 102.7 | 102.3 | 102.4 | 102.5 | 103.5

to population

Foreign market®

Foreign trade 109.2 | 83.8 | 101.0 | 94.2 | 98.4 | 101.6 [ 109.4 | 98.2 | 96.6 | 98.6 | 98.1 | 99.3
in goods

Export of goods 19.8 | 91.7 | 1021 | 97.7 | 102.9 | 100.0 | 107.7 | 96.7 | 94.9 | 94.4 | 99.3 | 979
Import of goods 91.8 [ 109.6 | 99.5 | 89.8 | 92.3 | 103.9 | 112.0 | 100.4 | 99.0 | 104.9 | 96.5 | 101.1
Balance of foreign 163.4 | 38.6 | 110.3 | 117.5 | 133.9 | 91.2 | 97.6 | 88.3 | 87.0 | 73.3 | 106.5| 89.
trade in goods

Ruble exchange 776 | 64.0 | 92.53|90.75 | 90.58 | 89.20 | 99.62 | 83.6 | 93.25 | 80.83 | 80.62 | 79.9

rate (average
for the period),
Rb/USD

Urals price, USD/bbl 776 | 64.0 | 683 | 676 | 70.6 | 69.3 | 641 | 60.5 | 655 | 63.6 | 63.3 | 49.6

@ According to the balance of payments methodology.
Sources: Rosstat; CB RF.

The political and economic environment in 2022-2025, which restricted Russi-
an businesses’ access to global markets for goods, services, and technologies, led
to a transformation of the existing operational model and domestic market, as well
as the Russian economy’s export-import sector.

Despite the high dependence on export and import components at the level
of individual industries, as well as final and intermediate demand, all measures
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adopted during these years —actions to support systemically important enterpri-
ses and small and medium-sized businesses, exports of Russian goods, imports
and import substitution of general and critically important goods and technologies,
and the development of alternative transport and logistics routes for the domestic
economy—demonstrated continued resilience to external shocks.

The impact of sanctions on the real and financial sectors of the economy was
protracted in both duration and nature, which allowed Russian businesses to re-
spond fairly quickly to disruptions in trade, transport and logistics, and production
and technology chains, and to actively refocus on establishing new business ties
in friendly markets for goods and services. The intensification of import-substituting
production had a dampening effect on economic activity, which made it possible
to somewhat mitigate the negative impact of volatile changes in imports of goods
and services in 2023-2025 against the backdrop of increasingly complex foreign
trade relations and settlements, particularly transportation and financial and in-
surance services. Starting in H2 2024, measures to change the conditions for ex-
change rate policy management began to have a significant impact on the nature
and structure of the foreign trade component of the economy. The dynamics of fo-
reign trade turnover throughout 2022-2025 were extremely volatile and depended
on changes in market conditions and prices for key commodities on the global mar-
ket, on permanent sanctions restrictions on Russian exports and imports, and on
difficulties in international settlements.

Changes in net exports of goods and services, amid existing sanctions on fi-
nancial and insurance transactions and the cross-border payment system, limited
the ability to transfer net revenues from foreign trade to support the domestic mar-
ket. Amid difficulties in developing new directions and formats for international
economic relations, the 1.1% increase in the volume of foreign trade in goods in 2024
(according to balance of payments methodology) was driven by a 2.1% rise in ex-
ports of goods, coupled with a 0.5% decline in imports compared to the previous
year. In 2025, foreign trade in goods decreased by 1.8%, including a 3.7% decline
in exports, while imports increased by 0.4%. Net exports in 2025, against the back-
drop of divergent fluctuations in their components and amid a constantly changing
political and economic situation, amounted to 88.3% of the previous year’s figure,
declining from 4.4% of GDP (according to the SNA methodology at current prices)
in 2024 to 2.6% of GDP in 2025 (Table 2).

Foreign trade and financial restrictions had a significant impact on the state
of the economy: its focus on the domestic market was accompanied by accelera-
ted growth in final private and public consumption and a pickup in the pace of gross
capital formation.

The shift in the balance of aggregate supply and demand and in the ratio of key
factors of production — characterized by a significant increase in capacity utilizati-
on and high demand in the labor market— put pressure on prices given the prevai-
ling level of labor productivity.
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Table 2
Dynamics and structure of GDP utilization in 2021-2025

% change on previous year

% of total at current prices in comparable prices

2021 | 2022 | 2023 | 2024 | 2025 | 2021 | 2022 | 2023 | 2024 | 2025
GDP 100 100 100 100 105.9 | 98.6 104.1 | 104.3 | 101.0
Including:
Domestic demand 90.5 | 87.4 | 958 | 95.6 | 97.4 | 109.6 | 100.3 | 110.5 | 105.0 | 101.2
Net Exports 9.5 12.6 4.2 4.4 2.6 79.5 N/A N/A N/A N/A
— exports 30.0 | 275 | 229 | 222 17.8 | 103.2 N/A N/A N/A N/A
—imports 20.5 | 149 18.7 17.8 15.2 19.1 N/A N/A N/A N/A
For reference:
Average exchange rate, Rb/USD | 73.65 | 68.12 | 85.12 | 92.53 | 83.59 | 102.2 | 92.5 | 125.0 | 108.7 | 90.3
Brent average price USD/bbl. 70.44 1 99.82 | 821 | 80.2 | 63.0 | 167.6 | 141.7 | 82.2 97.7 78.5

Source: Rosstat.

The gradual slowdown in the growth of industrial producer prices was reflected
in consumerinflation: while the inflation rate reached 9.5% in 2024 (+2.1 percentage
points compared to the previous year), it stood at 5.6% in 2025. Changes in dome-
sticeconomic conditions and the pace of price increases led to a correction in mone-
tary policy, with a gradual reduction in the Bank of Russia’s key rate from its all-time
high of 21% per annum (December 21,2024) to 16.0% (December 19, 2025) (Table 3).

The economy’s adjustment to domestic market price ratios and the ruble ex-
change rate occurred simultaneously with a shift in the income composition of GDP.
While changes in the volume of foreign imports and the ruble exchange rate had
afairly strong impact on the increase in the share of net taxes on production and im-
ports to 8.1% in 2025, the level of the economy’s gross income was significantly in-
fluenced by fiscal and budgetary instruments for regulating business and fulfilling
social obligations, which intensified the redistribution of the economy’s gross pro-
fit and other mixed income within the GDP structure in favor of wages for hired wor-
kers. The share of wages for hired workers in 2025 rose to 48.1% of GDP, compared
to 44.2% of GDP in 2024 and 40.6% of GDP in 2022, while nominal wage growth ra-
tesin 2024 and 2025 reached their highest levels in the past 16 years. In the context
of a structural labor shortage, this allowed businesses to retain skilled personnel
and maintain social stability in the labor market while keeping the overall unem-
ployment rate at historically low levels.

At the same time, given the long-standing trend in the Russian economy of wa-
ges outpacing labor productivity, income redistribution required effective measures
to restructure employment in line with shifting labor demand for specific qualificati-
ons, competencies, and skills; however, the implementation of these measures has
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Table 3
Financial conditions: Key rate and price index in 2024-2025, % on previous year
2024 2025
Year Q1 Q2 Q3 Q4 Year Q1 Q2 Q3 Q4
Key rate (corresponding 175 | 16.0 | 16.0 | 18.0 | 21.0 19.2 | 21.0 | 20.0 | 17.0 | 16.0
period end), % per annum
Consumer prices 109.5 | 102.0 | 101.9 | 101.8 | 103.5 | 105.6 | 102.7 | 101.0 | 100.5 | 101.3
Producer prices
Industrial goods 107.9 | 101.9 | 101.9 | 103.1 | 100.8 | 96.7 | 99.9 96.1 | 102.5 | 98.3
Extraction of mineral 104.4 | 102.4 | 101.0 | 100.7 | 100.2 | 78.5 | 96.3 | 85.3 | 103.4 | 92.4
resources
Manufacturing 108.4 | 101.7 | 102.9 | 102.8 | 100.8 | 99.7 | 100.7 | 98.9 | 100.7 | 99.4
Agricultural products 105.9 | 99.5 97.3 1011 | 108.2 | 97.6 | 102.7 | 98.0 99.5 97.4
Capital goods 108.1 | 101.3 | 101.9 | 101.9 | 102.7 | 109.5 | 100.1 | 103.7 | 103.7 | 101.7
Freight transportation tariff 113.7 | 103.0 | 108.3 | 108.3 | 94.1 | 104.1 | 93.5 | 108.6 | 105.6 | 97.
index
Sources: Rosstat; Bank of Russia.
Table 4
Structure of GDP by revenue source in 2021-2025, % to GDP
2025
2021 | 2022 | 2023 | 2024 | Year | Q1 | Q2 | Q3 | Q4
GDP 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100 | 100
Including:
Remuneration of employees 40.7 | 40.6 | 42.2 | 442 | 481 | 50.2 | 495 | 46.2 | 44.4
Net taxes on production and imports 10.1 77 8.8 73 8.1 7.9 4.9 8.9 | 13.0
Gross profit of the economy and gross 49.2 | 51.7 | 49.6 | 485 | 43.8 | 41.9 | 456 | 449 | 422
mixed income
For reference:
Total unemployment rate, 4.8 4.0 3.2 2.5 2.2 2.3 2.2 2.1 2.2
in % of the number of the employed
Growth rate of nominal wages, M5 | 1141 | 114.6 | 119.0 | 113.5 | 113.8 | 114.9 | 114.0 | 111.2
in % to the previous year

Source: Rosstat.

not yet become systematic. With rising production costs, the share of gross profit
and gross mixed income in the economy fell to 43.8% of GDP in 2025, while the net
financial result of organizations at current prices amounted to 96.1% of the previous

year’s figure (Table 4).

The business responded to the change in profit margins by adjusting production
volumes and investment plans.
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3.1.2. Structural changes in domestic production

The state of the domestic market in 2024 and 2025 had a significant impact on
the nature and structure of the economy: domestic demand expanded during the-
se years to reach its highest share of GDP and grew at a faster pace. The dynamics
of the domestic market as a whole during this period were linked to a sharp acce-
leration in the growth rate of gross fixed capital formation relative to the dynamics
of final consumption and GDP growth rates. With GDP increasing by 5.9% and final
consumption by 8.6% over the past two years, the 10.4% growth in gross fixed ca-
pital formation drove a 6.2% expansion of the domestic market. However, it should
be noted that in 2025 the situation changed due to a sharp slowdown in the grow-
th rate of gross fixed capital formation (to 1.7% from 8.6% a year earlier), which led
to new trends in the construction and investment sector (Table 5).

Table 5
Dynamics and structure of domestic market in 2021-2025
% of total in current prices % on previous year in comparable
prices
2021 | 2022 | 2023 | 2024 | 2025 | 2021 | 2022 | 2023 | 2024 | 2025
GDP 100 100 100 100 100 | 105.9 | 98.6 | 104.1 | 104.3 | 101.0
Including:
Domestic market 90.5 | 874 | 95.8 | 95.6 | 97.4 |109.6 | 100.3 | 110.5 | 105.05 | 101.2
Final consumption 677 | 644 | 68.4 | 69.0 | 71.0 | 107.8 | 99.1 | 107.4 | 105.5 | 102.9
Gross savings 22.8 | 23.0 27.4 26.9 | 26.4 | 1151 | 103.9 | 119.3 | 103.5 | 97.0
Including gross saving 19.2 | 20.7 | 22.3 | 22.8 | 23.6 | 109.3 | 106.7 | 111.0 | 108.6 | 101.7
of capital assets

Source: Rosstat.

Adaptation to the new operating conditions of the domestic market led to a fair-
ly significant shift in the structure of economic activities. In 2023 and 2024, the long-
standing trend of the services sector outpacing goods production persisted, but
in 2025, as overall GDP growth slowed, the growth in gross value added in the goods
sector exceeded that of the services sector by 0.8 percentage points. Following very
significant average annual growth in the latter in 2023 and 2024, in 2025, growth
in gross value added slowed to 2.2% for information and communication services,
down from 12.1% in the previous two years; to 3.8% for financial services and insuran-
ce, down from 24.3%; public administration and defense services—to 4.8% versus
5.2%, and hospitality, culture, sports, and tourism—to 5.8% versus 10.7%, which to-
gether accounted for nearly one-third of the gross value added of services provided.

The growth of new formats for providing trade, transport, and logistics ser-
vices in 2023 and 2024 — which together accounted for 18.8% of total value added
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in the economy and 27.8% of gross value added in the services sector during this peri-
od—outpaced the growth rate of goods production. In 2025, issues related to the de-
clinein activity across various modes of transport, freight and passenger transporta-
tion, traffic routes, the material and technical support of rolling stock, and the condi-
tion of transportation routes remained a focus of the government’s attention.

Adefining feature of industrial production in 2023-2025 was the shift in the struc-
ture and contribution of industry to economic growth: external shocks and cyclical
factorsin the domestic market determined both annual and quarterly changesin in-
dustrial output during this period.

Imbalances between supply and demand in the markets for materials and tech-
nical resources, as well as for final investment and consumer goods, occurred
alongside critically high capacity utilization, labor shortages, and the prevailing si-
tuation regarding the utilization of factors of production. In 2025, industrial grow-
th slowed to 1.3% from 5.1% a year earlier, while output growth in the manufactu-
ring sector stood at 3.6% compared to 9.1%, with the decline in mining deepening
t0 1.6% from 0.5% and in the production of electricity, gas, and water — by 1.6%.

The extractive sector continued to experience negative trends due to tighter ex-
ternal restrictions on exports of mineral products and goods, as well as domestic
measures regulating activities in the fuel and energy sector. In particular, a change
in the oil and gas sector’s share of GDP was recorded: between 2022 and 2025, it de-
clined from 20.0% to 13.1%. During this period, the non-oil and gas sector of the eco-
nomy demonstrated faster growth relative to GDP and shaped the nature of the Rus-
sian economy’s diversification (Table 6).

Structural changes in industrial growth were driven by the outpacing perfor-
mance of the manufacturing sector, whose focus over the past three years has
shifted from responding to immediate operational challenges toward addressing
long-term strategic objectives. Production in high-tech and knowledge-intensi-
ve sectors—amid the sustained positive growth of the past three years —doubled
in 2025 compared to 2022, accounting for 25.3% of GDP (Table 7).

Table 6
Dynamics of oil and gas and non-oil and gas sectors in 2022-2025, %
2022 ‘ 2023 ‘ 2024 ‘ 2025

Growth rates on previous year:

Oil and gas sector 99.9 93.6 100.9 89.3
Non-oil and gas sector 98.3 106.7 105.7 103.2
For reference:
Share of GDP:

Oil and gas sector 20.0 16.5 16.0 13.1
Non-oil and gas sector 80.0 83.5 84.0 86.9

Source: Rosstat.
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Table 7
Growth rates and share of GDP accounted for by high-tech
and knowledge-intensive industries in 2021-2025
2021 2022 2023 2024 2025
Growth rates, in % on previous year 15.2 106.8 126.7 128.3 126.4
Output share in GDP, % 22.9 21.9 23.7 24.2 25.3

Source: Rosstat.

The machine-building sector made a key contribution to the growth of ma-
nufacturing output in 2023-2025, demonstrating a fairly robust diversification
of its system of production, technological, trade, and logistics interactions within
the domestic market. At the same time, the sector saw the localization and ex-
pansion of domestic manufacturers’ output capacity, as well as the development
of new niches in the foreign market for suppliers and the sale of finished products.
The implementation of proven mechanisms for regulating foreign trade operations
and new directions for importing technologies, components, and equipment, as
well as the resolution of logistical and financial issues (taking into account the role
of changes in the key interest rate), was supported by increased budgetary assi-
stance and the maintenance of business credit activity. The main trend in the ma-
chine-building sector was the localization of production, accompanied by a re-
structuring of activities from import-substituting production of finished goods
to the substitution of materials and components, the production of which lagged
behind domestic market demand.

Itis worth noting the high degree of differentiation within the machine-building
sector by type of activity. The production of computers, electronics, and optical
devices, as well as vehicles and defense industry equipment, remained in a zone
of intensive growth in 2025, with growth rates of 11.7% and 32.0%, respective-
ly, compared to the previous year. However, the negative dynamics of motor ve-
hicle production, with a 23.1% drop in output, machinery and equipment by 5.0%,
and electrical equipment by 3.8% compared to the previous year, led to a slow-
down in the sector’s growth to 7.7% following rapid growth of 19.8% a year earlier
and an average of 22.4% over the previous two years.

Changes in domestic demand for construction materials from the machi-
ne-building and investment-construction sectors, along with the restructuring
of the economy’s foreign trade component, account for the slowdown in the grow-
th of the metallurgical sector’s output in 2025 to 2.1%, compared with 6.5% a year
earlierand 8.7% in 2023. In 2025, metallurgical production itself declined to 97.9%
of the previous year’s output, while the positive growth trend in the production of fi-
nished metal products continued (up 18.0% compared to 2024), partly due to in-
creased exports.

159



Russian economy in 2025
Trends and outlooks

In 2025, the situation in the chemical sector deteriorated, with output growth re-
maining extremely weak —0.5% compared to 6.5% the previous year. Here, the pro-
duction of pharmaceuticals maintained a sTable position in the domestic market, as
it remained outside the scope of strict restrictions on trade in chemical and biologi-
cal substances and possessed certain potential for development and import substi-
tution due to the domestic production base for chemical products and substances.
Production of pharmaceuticals and medical supplies increased by 15.4% in 2025
compared to the previous year and, given the strong growth demonstrated in 2024,
exceeded the 2023 figure by 37.7%.

The state of the chemical sector was significantly influenced by the capacity
of the domestic market and changes in the volume and structure of exports, while
sanctions pressure persisted and challenges remained in establishing new produc-
tion-technological and trade-distribution chains. Due to shifts in export destinations
and the structure of exports for key commodities, the chemical industry faced inten-
se competition from producers in friendly countries in both domestic and foreign
markets. Limited access to foreign technologies and service capabilities for speciali-
zed imported equipment, as well as limited adoption of domestic technologies, ne-
gatively impacted the sector’s development and economic efficiency. Production
across the chemical sector as a whole was supported by the output of agrochemical
products. In 2025, the production of chemicals and chemical products decreased
by 0.8% compared to the previous year, and that of rubber and plastic products de-
creased by 6.7%, while fertilizer output increased by 5.3%.

The petrochemical sector faced a challenging situation, with output in 2025
declining by 0.4% compared to the previous year. Direct anti-Russian restrictive
measures against the largest oil and gas and refining companies, as well as syste-
matic threats of secondary sanctions, temporarily destabilized operations of the do-
mestic producers in this sector.

In the timber industry, as in the chemical industry, a limited domestic market
without adequate measures to stimulate exports hindered the restructuring of pro-
duction and the development of new approaches to industry growth, particularly
the formation of clusters. In 2025, production in the sector declined by 5.1%; a wor-
sening of negative quarterly trends was observed here toward the end of the year,
including a 3.5% decline in wood processing and the manufacture of wood pro-
ducts, a 3.9% decline in the production of paper and paper products, and a 13.7%
decline in printing activities (Table 8).

After two years of growth in the consumer sector, a trend reversal occurred in 2025.
The food industry recorded a 0.5% decline compared to the previous year, driven
by instability in agricultural production over the past two years and import restric-
tions. In the light industry, output fell by 3.1% during this period, despite support
from government orders. The contraction in the volume of domestically produced
consumer goods and theirimports led to a slowdown in retail trade turnoverto 2.6%,
including food products—to 2.2% compared to 5.9% a year earlier—and non-food
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Table 8
Dynamic of extraction and manufacturing sectors 2021-2025,
% on corresponding period of the previous year

2025
2021 | 2022 | 2023 | 2024 | Year | Q1 Q2 | Q3 | Q4

Industry 106.3 | 100.7 | 104.3 | 105.1 | 101.3 | 100.1 | 101.5 | 101.2 | 102.3
Extraction of mineral resources 104.2 | 101.5 | 99.0 | 99.5 | 98.4 | 95.8 | 98.6 | 99.4 | 99.6
Manufacturing sectors 107.4 | 100.3 | 108.7 | 109.1 | 103.6 | 103.9 | 103.6 | 102.5 | 104.3
Consumer complex:

food industry 104.6 | 101.6 | 105.2 | 105.0 | 99.5 | 98.5 | 99.3 | 99.9 | 100.2

lightindustry 1M1.6 | 1045 | 111.4 | 110.2 | 96.9 | 96.9 | 94.8 | 97.5 | 97.2
Timber processing complex 110.5 | 98.0 | 101.3 | 104.3 | 94.9 | 98.2 | 94.8 | 95.6 | 91.3
Chemical complex 108.7 | 99.7 | 104.9 | 106.5 | 100.5 | 101.9 | 100.6 | 99.7 | 99.8
Petrochemical complex 103.6 | 99.4 | 102.5| 98.6 | 99.6 | 99.5 | 102.6 | 96.5 | 99.8
Construction complex 109.3 1 103.9 | 100.9 | 106.8 | 91.7 | 92.2 | 91.7 | 90.5 | 92.6
(non-metal mineral products)

Metallurgical complex 104.1 | 102.7 | 108.7 | 106.3 | 102.8 | 104.5 | 102.0 | 99.1 | 106.3
Machine building complex 11.8 | 941 |125.0 | 119.8 | 107.7 | 113.7 | 107.8 | 109.3 | 103.2
computers, electronics, optics 109.9 [ 109.4 | 139.4 | 126.4 | 111.7 | 112.4 | 117.8 | 113.3 | 106.5
electrical equipment 107.7 | 101.1 | 120.6 | 109.7 | 96.2 | 100.1 | 94.7 | 96.4 | 94.7
Machinery and equipment not included 117.0 | 99.3 | 108.1 | 102.2 | 93.10 | 99.0 | 93.6 | 86.8 | 93.9
in other groups

Road transport trailers and semi-trailers | 114.6 | 55.8 | 116.0 | 118.5 | 76.9 | 90.1 | 76.8 | 74.5 | 68.5
Other means of transport and equipment | 110.5 | 97.9 | 129.0 | 127.8 | 132.0 | 138.9 | 128.1 | 140.1 | 126.3
Electricity, gas and vapor supply 100.5 | 100. | 102.4 | 98.4 | 95.5 | 100.1 | 100.1 | 99.0
Water supply; wastewater disposal, 96.8 | 100.3 | 104.1 | 95.71 | 96.8 | 95.0 | 95.4 | 95.5
waste utilization

Sources: Rosstat; Ministry of Economic Development.

products—to 3.1% compared to 9.3%, respectively. Given the current growth rates
of disposable household income and the limited supply of domestic and imported
goods, this situation remained a factor maintaining inflationary pressure on the do-
mestic consumer market.

3.1.3. Investment and construction business: structural features in 2025

After the investment pause of 2014-2016, restoration of the positive trend in fixed
assets investment and return to the pre-crisis level in 2020 determined the phase
of a sharp acceleration of dynamics and growth in the share of gross fixed capital
formation in GDP: over the period 2020-2024, fixed assets investment increased
by 37.9%, and its share in GDP increased from 19.2 to 22.6%.
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Shaping the trend of accelerated growth of investments in fixed assets relative
to the dynamics of GDP and final consumption was significantly influenced by go-
vernment measures aimed to support and regulate construction and investment
activities: 1) updating the main provisions of the agreement on protection of in-
vestments in terms of capital investments and special investment contracts; 2) re-
structuring of loans for large businesses; 3) introduction of a regional investment
standard; 4) extension of support to small and medium-sized enterprises; 5) ve-
rification of prices of government contracts due to increasing cost of resources;
6) adjustment of programs of preferential business lending and preferential mort-
gages; 7) use of new construction technologies and reduction of document appro-
val terms.

Changes in financial conditions had a significant impact on the nature of in-
vestment activity in 2022-2025. In 2022, H1 2023, gradual reduction in the key rate
from 20% (28.02.2022-10.04.2022) to 7.5% per annum (19.09.2022-23.07.2023) amid
slowing growth in prices for investment-grade products and services allowed busi-
ness activity in the construction sector to be maintained at 8.2% during this period.
However, when the RF Central Bank resumed the practice of raising the key rate as
from H2 2023 (15.08.2023) from 12% to the maximum level for the entire 12-year obser-
vation period of 21% perannum (28.10.2024-08.06.2025), the adaptation of the con-
struction and investment business to new realities of pricing and exchange rate policy
has become more complicated. Notwithstanding that fixed capital investmentin 2024
increased by 8.4% and its share in GDP increased by 0.7 p.p. compared to the previous
year, given the accumulated growth potential overthe previous 4 years, the quarter-
ly dynamics of fixed capital investment and the volume of work in construction de-
monstrated a gradual decline in growth rates throughout the year.

Maintaining the key rate at its maximum level in H1 2025 amid weakening pro-
duction growth resulted in a correction in the development path. In H2 2025, the key
rate fell from 20% (June 9, 2025 — July 27, 2025) to 17% per annum by September
(September 15, 2025), and reached 16% per annum by the end of the year (Decem-
ber 19, 2025). The impact of the key rate on investment activity typically has long
lags and depends on the level of economic uncertainty, market structure, potenti-
al investor expectations, and business environment. In the macroeconomic situa-
tion developed in July-September 2025, quarterly dynamics of fixed assets invest-
ment entered negative territory for the first time in the previous five years: while
GDP growth slowed to 1.1%, the decline in fixed capital investment in 2025 was 2.3%
compared to the previous year. This trend was provoked by current interest rates on
loans, which significantly exceeded the internal rates of return for individual current
and potential investment projects of companies.

Although restructuring of floating-rate loans supported construction companies,
the rising cost of debt financing and rising prices for investment-grade products
and services resulted in suspension of low-margin, long-term infrastructure pro-
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jects. This negatively impacted the growth of construction volumes, which amoun-
ted to 2.5% in 2025, compared to 3.8% the previous year (Table 9).

Table 9
Dynamics of investment and construction activity indicators in 2022-2025,
% vs. corresponding period of the previous year

2025

2022 | 2023 | 2024 | Year | QI Q2 Q3 Q4
GDP 98.6 104.1 | 104.9 | 1011 101.4 101.1 100.6 | 101.0
Investments in fixed assets 106.7 | 109.8 | 108.4 97.7 106.5 | 99.0 95.7 94.7
Volume of works in construction 105.7 | 109.0 | 103.8 | 102.5 | 105.8 | 101.9 | 101.3 | 102.3
Commissioning of residential space 111.0 | 107.5 97.6 | 100.4 | 108.9 | 83.8 88.1 118.6
For reference:
Share of gross capital formation in fixed 19.7 21.9 226 | 232 17.8 211 222 31.0
capital in GDP, %
Key rate, % perannum 10.6 9.9 17.5 19.2 21.0 20.0 17.0 16.0
Consolidated index of prices 114.7 | 101 | 1081 | 109.5 | 100.1 | 103.7 | 103.7 | 101.7
forinvestment products (costs, services)

Source: Rosstat.

A steady increase in the share of enterprises’ own funds in the funding sour-
ces became a distinctive feature of the investments funding in fixed capital over
the past five years. The increase in the volume and share of the own funds of en-
terprises and organizations partially offset the reduction in demand for borrowed
funds amid rising interest rates. Furthermore, domestic companies’ own funds off-
set losses from external financing—due to the near-total absence of foreign invest-
ment and foreign bank loans. In 2024-2025, the share of enterprises’ and organi-
zations’ own funds in funding sources for fixed capital investments increased from
55.4 10 58.8%.

Given the specifics of economic functioning under sanctions and implementing
a wide range of tasks to ensure national security, state support has become a signi-
ficant source of funding for investment programs: in 2022, the share of budget funds
in fixed capital investment financing reached 20.5%, the highest level in the pre-
vious 5 years. Subsequently, budget contribution to investment resources gradual-
ly declined: t0 19.7% in 2023 and 15.2% in 2025.

However, the reduction in the share of federal budget funds was partially com-
pensated by investment resources from RF regions and local budgets: in 2025,
the share of federal budget funds in investment programs dropped to 6.9% against
9.8% in 2022, while for regions it fell from 9.4 to 7.2% respectively.
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Introduction of an investment standard for regions and investment infrastructu-
re budget loans had a positive impact on the change in the structure of investment
financing across levels of the budget system." In general for the economy, enterpri-
ses’ own funds and budgetary funds provided almost 3/4 of the volume of invest-
ment resources in 2025 and at the same time compensated for the reduction in bud-
getary support for investment activities.

The role of bank loans in sources of financing investments in fixed capital has
changed in recent years over a fairly wide range depending on the level of the key
rate. If in 2024, despite the rising cost of loans, the increase in the share of Russi-
an banks and borrowed capital in sources of financing investments in fixed capital
became one of the factors in maintaining the noticeable dynamics of investments
in fixed capital, then in 2025 the expansion of companies’ own funds partially offset
the decrease in the total contribution of bank loans and borrowed funds in sources
of their funding: in 2025, the share of bank loans in companies’ investment sources
amounted to 13.1% (+0.7 p.p. vs. 2024) and borrowed funds from other organizati-
ons—7.3% (1.6 p.p.) (Table 10).

Table 10
Investments in fixed capital by types of funding sources in 2020-2025
(excluding small businesses and investment volumes not observed
by direct statistical methods), % of total

2020 2021 2022 2023 2024 2025
Investments in fixed assets 100 100 100 100 100 100
Own funds 55.2 56.0 531 53.7 55.4 58.8
Attracted funds 44.8 44.0 46.9 46.3 44.6 41.2
Bank loans 9.9 1.0 10.2 9.9 12.4 13.1
Including: foreign banks 1.8 1.9 1.2 0.4 0.02 0.01
Borrowed funds of other organizations 4.9 4.5 5.9 76 8.9 73
Foreign investments 0,3 0,4 0,3 0,1 0,02 0,1
Budget funds 19.1 18.3 20.5 19.7 16.6 15.2
Including:
federal budget 8.7 8.1 9.8 9.3 7.9 6.9
budgets of RF regions 9.2 9.0 9.4 9.3 76 72
local budgets 1.2 1.2 1.3 1.1 1.1 1.1
state extra-budgetary funds 0.2 0.2 0.2 0.1 0.1 0.1
Other 10.4 9.6 9.8 8.9 6.6 5.3

Source: Rosstat.

1. Regions confirming introduction of standard are eligible to apply for an investment tax deduction; star-
tingin 2023, the standard’s implementation will be taken into account when compiling regional national
investment attractiveness ranking. Infrastructure budget loans, i.e., finance investment projects for crea-
tion of transport, engineering, and public utility infrastructure in the regions of the Russian Federation.
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The share of investments in state-owned property in 2025 fell compared to the pre-
vious yearto 14.3% (1.9 p.p) in the structure of investments in fixed assets, and their
share in GDP amounted to 2.8% vs, 3.2% in the previous year. Investments in fixed
assets of private Russian property in 2024 and 2025 retained their leadership in terms
of investment activity dynamics: the share of private investment in the structure of in-
vestment in fixed assets increased in 2025 to 69.6% (+2.8 p.p. compared to 2024)
and amounted to 13.9% of GDP (+0.7 p.p.). Structural changes for institutional inve-
stors were determined in 2025 by a drop in investments with various forms of foreign
ownershipto 7.7% vs. 10.5% in 2022 of the total volume of investments in fixed assets,
including foreign ownership, respectively to 1.4% vs. 3.6% (Table 11).

Table 11
Share of investments in fixed assets by type of ownership in 2021-2025
(in actual prices)

Share in investments in fixed assets,
% of total Share in GDP, %
2021 | 2022 | 2023 | 2024 | 2025 | 2021 | 2022 | 2023 | 2024 | 2025
Investments in fixed assets 100 100 100 100 100 17,2 | 18,1 | 19,5 | 19,7 | 20.0
Russian property 86.0 89.5 91.7 91.8 923 | 148 | 162 | 179 | 181 | 184
State property 16.2 17.0 17.9 16.2 14.3 2.8 3.1 3.5 3.2 2.8
Federal property 7.5 8.3 9.5 8.9 71 1.3 1.5 1.9 1.8 1.4
Property of RF regions 8.7 8.7 8.4 7.3 7.2 1.5 1.6 1.6 1.4 1.4
Municipal property 28 | 28 | 28 26 | 22 | 05| 05| 05| 05|04
Private property 61.6 64.8 65.3 66.8 69.6 | 10.6 | 1.7 | 12.8 | 13.2 | 13.9
Mixed Russian property 4.4 3.9 4.4 4.7 4.9 0.8 0.7 0.9 0.9 1.0
State corporations’ property 1.0 0.9 1.2 1.5 1.3 0.2 0.2 0.3 0.3 0.3
Foreign property 6.5 3.6 1.8 1.5 1.4 1.1 0.6 0.3 0.3 0.3
Joint Russian and foreign 7.5 6.9 6.5 6.7 6.3 1.3 1.3 1.3 1.3 1.3
property

Source: Rosstat.

Creating conditions for developing the investment complex’s own production
and technological base is a priority task for domestic business and is accompa-
nied by a steady increase in capital investments in intellectual property from 4.6%
in 2022 t0 6.6% in 2025. Nevertheless, the decline in the share of investment in ma-
chinery and equipment to 32.7% compared to 39.5% in 2021 remains an issue. This
trend can be explained, first, by insufficient production capacity of the domestic me-
chanical engineering industry and, second, by sharp reduction in the supply of fo-
reign investment goods to the domestic market amid strict sanctions restrictions.
In 2021, the share of high-tech goods corresponding to priority areas of moderniza-
tion of the Russian economy reached 76.3% of the total import volume (Table 12).
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Table 12
Structure of investments in fixed assets by type of capital stock in 2020-2025,
% of total

2020 | 2021 | 2022 | 2023 | 2024 | 2025

Investments in fixed assets —total 100 100 100 100 100 100
Residential buildings and premises 14.5 12.9 14.2 14.0 14.0 14.0
Buildings (except residential) and structures 375 | 37.0 | 40.2 | 40.4 | 401 | 40.8
Machinery, equipment, vehicles 371 39.5 | 34.8 | 33.8 | 343 | 327
Intellectual property facilities 4.0 4.4 4.6 5.6 6.0 6.6
Other 6.9 6.2 6.2 6.2 5.6 5.9

Source: Rosstat.

The leading coefficients of the capital stock renewal in high-tech and medium-tech
high-level types of activity, marked by a significant share of machinery and equip-
mentin the structure of fixed assets demonstrate positive features of the capital stock
reproduction and the use of capital investments in recent times.

The fixed asset renewal rate in high-tech activities increased from 9.9% in 2022
t016.6% in 2024 and created an additional impetus to accelerate the rate of produc-
tion of high-tech and science-intensive products.

In low-level medium-tech activities and low-tech activities, renewal rates in-
creased in 2024 compared to 2022 t0 11.5% (+2.6 p.p.) and 9.7% (+0.4 p.p), respectively.

Even with a decline in investments in the fixed assets in the economy as a who-
le in 2025, a positive trend of growth in investment activity compared to the pre-
vious year was maintained in manufacturing (1.0%), in provision of electric po-
wer (7.9%), in public administration and military security (8.4%), in real estate trans-
actions (15.9%), the total share of which in overall volume of fixed capital investment
in the economy as a whole increased in 2025 to 40.6% against 33.3% in 2024.

Adropininvestmentin transport and logistics infrastructure by 25.5%, in informa-
tion and communication activities by 10%, in professional and scientific and techni-
cal activities by 20%, evidenced negative dynamics in 2025 vs. previous year, as well
as negative investment dynamics in agriculture. A reduction in investment in fixed
capitalin 2025 vs. previous year was observed in the transport and storage sectors,
following the dynamic growth of investment activity in 2021-2023, in almost all ty-
pes of transport system activities: in the activities of freight rail transport (by 41.1%),
road freight transport (by 52.9%), pipeline (by 24.3%), air and space (by 1.3%).

By all means, decline in investment volume in certain types of economic activi-
ty can be explained by a high base of 2022-2024, however, characteristics of the re-
production and technological state of fixed assets and decrease in the efficiency
of their use determine a restrained assessment of the current situation in this area
and prospective trends (Table 13).
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Table 13
Dynamics of contribution of the capital stock in the fixed assets
by types of economic activity in 2020-2025, % vs. previous year

2020 | 2021 | 2022 | 2023 | 2024 | 2025.
Total 99.9 | 108.6 | 106.7 | 109.8 | 108.4 | 97.7
Agriculture, forestry, hunting, fishing and fish farming 96.0 | 103.4 | 99.3 | 101.0 | 96.9 | 96.4
Mining 96.9 | 100.7 | 109.9 | 109.1 | 107.4 | 100.9
Manufacturing industries 102.9 | 109.1 | 95.6 | 117.6 | 119.5 | 111.0
Provision of electricity, gas and steam 104.1 | 94.9 | 102.2 | 119.8 | 106.5 | 107.9
Water supply, sanitation, waste disposal, pollution control 127.2 | 107.9 | 105.9 | 110.0 | 111 94.7
Construction 103.9 | 114.0 | 120.1 | 110.4 | 106.6 | 95.1
Wholesale and retail trade 88.4 | 139.7 | 88.9 | 102.3 | 105.8 | 99.2
Transportation and storage 88.0 | 116.4 | 1149 | 108.4 | 103.4 | 74.5
Hotel and catering activities 103.2 | 13.8 | 110 | 122.4 | 105.1 | 108.6
Information and communication activities 106.3 | 105.4 | 92.9 | 1252 | 1221 | 90.0
Financial and insurance activities 123.9 112 99.4 | 106.5 | 1071 | 102.4
Real estate operations 94.6 | 100.2 19.5 103.4 ma 115.9
Professional, scientific and technical activities 101.6 | 132.8 | 120.9 | 110.2 | 97.8 | 80.0
Public administration and military security 119.2 | 105.7 | 121.8 | 111.6 | 100.9 | 108.4
Education 109.8 | 100.1 | 102.9 | 108.8 106 92.9
Healthcare activities 155 95.4 | 941 90.0 | 107.5 | 100.3
Culture, sports, recreation and entertainment activities 100.8 | 112.3 | 124.6 | 99.0 | 103. 93.6

Source: Rosstat.

Strengthening role of industry became a structural feature of investments
in fixed capital in the previous five years (2021-2025) was: in 2025, the share of in-
vestments in industry in the total volume of investments in fixed assets (excluding
small businesses and the volume of investments not observed by direct statistical
methods) reached 42.3% and exceeded the corresponding figure for the previous
year by 1.3 p.p., while the share of manufacturing industries amounted to 21.3%
(+2.6 p.p.), and extractive industries showed 17.6% (-0.5 p.p.).

Slowdown in investment dynamics in the extractive sector of the economy is as-
sociated with structural transformation of mineral extraction by their type. Sustaina-
bility of investment programs of oil and gas companies is supported by the perfor-
mance of service structures, fulfillment of guaranteed obligations under previously
concluded contracts for supply and maintenance of process equipment, and the on-
going works on previously initiated projects. The share of investment in crude oil
and gas production in 2025 amounted to 63.6% of total investment, dominating
the investment dynamics in the extractive sector. As for the associated petrochemi-
cal and oil refining industries, due to high sanctions pressure and adjustments to fi-
nished product production plans in 2025, investment growth rates declined to 4.2%.
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Table 14
Dynamics of capital stock in fixed assets in manufacturing in 2020-2025,
% vs. previous year

2020 | 2021 | 2022 | 2023 | 2024 | 2025
Manufacturing industries 102.9 | 1091 | 95.6 | 117.6 | 119.5 | 111.0
Food production 107.1 | 109.0 | 86.2 | 101.0 | 106.7 | 118.1
Beverage production 977 | 1215 | 7.2 | 1373 | 112.6 | 103.4
Tobacco production 773 | 1236 | 55.6 | 96.5 | 101.2 | 921
Textile production 59.2 | 1321 | 106.2 | 119.8 | 109.6 | 107.5
Clothing production 123.7 | 761 87.0 | 101.7 | 99.7 | 89.4
Production of leather and leather goods 97.0 | 107.5 | 93.9 | 104.9 | 99.6 | 134.
Wood processing and production of wood products 110.0 | 1250 | 79.7 | 94.7 | 1043 | 79.0
Production of paper and paper products 83.7 | 112.8 | 86.3 | 113.6 | 84.7 | 821
Printing and copying of information media 166.1 | 106.9 | 57.4 | 119.2 | 102.5 | 119.5
Production of coke and petrochemicals 115.3 | 86.5 | 93.6 | 821 115.1 | 101.2
Production of chemicals and foods 951 | 108.5 | 115.6 | 146.7 | 142.3 | 128.8
Production of medicines and materials 186.2 | 73.7 | 84.8 | 104.7 | 104.6 | 112.2
Production of rubber and plastic items 84.5 | 1275 | 73.5 | 119.8 | 120.4 | 106.5
Production of other non-metallic mineral products 85.1 | 132.6 | 99.4 | 107.4 | 108.2 | 112.5
Metallurgical production 112.2 | 117.4 | 108.2 | 107.6 | 107.6 | 103.
Production of finished metal products 80.8 | 129.0 | 90.0 | 154.2 | 124.8 | 117.3
Production of computers, electronic and optical items 98.3 | 1551 | 106.6 | 133.6 | 158.3 | 78.8
Production of electric equipment 81.8 | 108.7 | 80.6 | 178.6 | 190.8 | 93.4
Production of machinery and equipment not included 775 | 116.6 | 1071 | 114.0 | 127.2 | 95.8
in other groups
Production of motor vehicles, trailers and semi-trailers 78.1 1437 | 46.7 | 154.0 | 135.7 | 107.6
Production of other transport vehicles and equipment 107.2 | 1110 | 102.7 | 104.8 | 119.9 | 148.3
Furniture production 119.3 | 98.3 7.8 107.1 | 1020 | 83.2

Source: Rosstat.

The outpacing growth of investment in fixed capital in manufacturing became
a factor mitigating the negative trend of falling investment volumes in 2025 across
the economy as a whole.

Growth in investment in fixed assets of high-tech economic activities, which in-
clude production of medicines and materials for medical purposes, production
of computers, electronic and optical equipment, production of aircraft, including
spacecraft, and related equipment, to 16.9% in 2025 vs. 15.2% in 2024 and 13.3%
in 2022-2023, allows to positively assess the situation in the investment sphere
in terms of manufacturing industries and the economy as a whole.

Moreover, this trend is supported by the acceleration of growth in investments
in fixed assets in high-tech, medium-level industries, in particular in chemical pro-
duction, production of electrical equipment, and production of other transport ve-
hicles and equipment, which account for almost 2/5 of the volume of investments
in manufacturing industries.
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Preconditions are being created for modernizing and reconstructing production
of construction materials and components amid the accelerated growth of invest-
ment volumes in fixed assets in high- and medium-tech industries and the expansi-
on of their demand for material and physical resources required for implementing
investment plans.

In 2025, increased investment activity was observed in production of buil-
ding materials (non-metallic mineral products), which grew by 12.5% compa-
red to the previous year, in the production of finished metal products by 17.3%,
and in the copying information media by 19.5%.

It should be noted that there is a high differentiation in the rates of investment
activity both by the level of technological positions in types of activity and by the na-
ture of production of capital goods. In particular, the acceleration of growth
in the volume of investment in fixed capital in the mechanical engineering complex
for other types of machinery and equipment that are essential for ensuring defen-
se capability reached 48.3% in 2025 compared to the previous year, in the produc-
tion of motor vehicles—7.6%; however, a drop in investment of 6.6% was recorded
in the production of electrical equipment.

Investments in fixed assets in the production of computers, electronic and opti-
cal products, increased by 3.5 times in 2021-2024, and their decline in 2025 compa-
red to the previous year by almost 20% is most likely a correction of investment plans.
High investment volumes set the basis forincreasing production capacity; however,
given the lag between capital investments and the commissioning of facilities, it can
be assumed that their contribution to the expansion of production potential is reali-
zed gradually and depending on the specific functioning of the economy (Table 14).

In the current economic realities, the increasing demand for investments and
modern high technologies related to investment goods presupposes formation
of new mechanisms stimulating technological renewal and new configurations
in investment cooperation between innovatively active Russian business structures.

3.2. Industrial Production Dynamics'

3.2.1. Sectoral Dynamics of Industrial Production

In 2025, the trend component of the Russian industrial production index showed
signs of slowing growth. In H1 2025, stagnation emerged as a result of mixed trends’

interaction in key sectors: a gradual decline in extractive industries and moderate
growth in manufacturing. In H2 2025, near-zero dynamics were observed in mining.

1. Authors: Kaukin A.S., Candidate of Economic Sciences, Acting Head of Center for Real Sector, Head
of Industrial Organization and Infrastructure Economics Department, Gaidar Institute; Levchenko A.G.,
Researcher of Industrial Organization and Infrastructure Economics Department, Gaidar Institute.
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