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1. Overview

Russia's growth prospects for 2020‑2021 remain modest due to Covid‑19 and falling oil prices. In May 2018, Russia set ambitious economic
targets that include accelerating the country’s growth to roughly 3% and halving the poverty rate to 6.6% by 2024. However, the new adverse
economic environment has prompted Russia to adjust and postpone these targets. Notably, the goal of halving the baseline poverty rate has now
been moved to 2030. Russia’s anti‑Covid‑19 �scal and �nancial support package consisted of a total of 4.0% of GDP. At face value, this 4%
seems relatively small and less front loaded compared with advanced economies. A return to solid growth will need further private investment
and a lift in consumer sentiment. Structural reforms designed to bolster investor con�dence could greatly enhance long‑term growth prospects.
Consumer demand is expected to drive economic growth, aided by higher government spending and expansion of retail credit.

Sources: World Bank, Fitch Solutions

2. Major Economic/Political Events and Upcoming Elections

October 2018 
Novatek announced the discovery of a new gas �eld in the Ob Bay area, which was estimated to hold natural gas reserves of more than 300
billion cubic metres. The discovery was made via an exploration well in the North‑Obsk license area.
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December 2018 
OPEC, Russia and other allies agreed to further limit oil production in an attempt to boost failing oil prices.

June 2019 
The Russian Prime Minister Dmitry Medvedev approved the plans for the construction of a toll motorway that will cut cargo shipping time and
ease trade between Mainland China and Europe. The USD9.3 billion 2,000km 4‑lane highway project, termed the Meridian highway, would stretch
from the Russia‑Kazakhstan border to existing road networks near the Russia‑Belarus border.

June 2019 
On June 7, new legislation was passed in Russia requiring manufacturers of the 735 medicines on the country’s Vital and Essential Drugs List to
re‑register prices with the Russian Ministry of Health. As part of the re‑registration process, prices would be reassessed using external reference
pricing methodology. After re‑registration, manufacturers will be obliged to reduce prices in line with downwards price changes in reference
countries.

July 2019
Construction started on a cableway at the Mainland China‑Russia border. The 972m‑long cableway would span the Heilongjiang River, known in
Russia as the Amur River, and would connect Heihe in northeast Mainland China's Heilongjiang Province with the Russian city of
Blagoveshchensk. The project was designed for two‑way tra�c and each cable coach would have a capacity to carry 80 people. The system
would be able to carry six million people annually, with each one‑way ride expected to take less than 10 minutes. The cableway was slated to
become operational in 2021.

October 2019 
The Russian government supported a draft law aimed at capping foreign ownership of major technology companies to 50%‑minus‑one share, a
sharp increase from the 20% initially proposed.

December 2019 
Russia's agriculture safety watchdog said it would lift the temporary restrictions on poultry supplies to Russia from a plant in Brazil.

January 2020 
Russia's President Vladimir Putin accelerated a shake‑up of the country's political system by submitting a constitutional reform blueprint to
parliament that would create a new centre of power outside the presidency. President Putin announced plans to change the constitution ahead of
the end of his presidential term in 2024, and dismisses the government. Former tax service chief Mikhail Mishustin was appointed prime minister,
succeeding Dmitry Medvedev.

February 2020 
Russian state lender VTB had �nalised the sale of a 55% stake in mobile phone operator Tele2 Russia to state telecoms group Rostelecom. The
bank would receive RUB108 billion (USD1.7 billion) from the sale of 45% of Tele2 Russia's shares and also exchange a further 10% of Tele2
Russia's shares for 10% of Rostelecom's ordinary shares.

February 2020 
President Vladimir Putin instructed the government to launch a new investment cycle so that the country's economy could grow faster than the
global economy in 2021. He added that he was counting on the joint work of the government and the Bank of Russia to drive the new investment
cycle.

March 2020 
The government announced a comprehensive economic stimulus package worth USD18 billion to ease the challenges faced by business,
consumers and the �nancial sector due to Covid‑19. 

Saudi Arabia and Russia, the world’s two largest oil exporters, failed to agree on production cuts to increase global oil prices. As a result, Saudi
Arabia drastically decreased the price of its oil, causing the global oil price to drop by about 30%, below Russia’s breakeven level. 
Covid‑19 lockdowns across various countries resulted in the demand for oil decreasing by about a third.

April 2020 
Leading oil producers agreed to cut production by approximately 10 million barrels per day, with milder production decreases set to extend to
2022.

August 2020 
President Putin announced that Russia had developed and approved the Gamaleya vaccine for Covid‑19.

October 2020 
The New Development Bank approved the provision of loans for three new infrastructure projects in Russia. A loan of USD118 million would be
provided to the Black Sea Trade and Development Bank for the development of port infrastructure and �eet upgrade, and another loan would be
provided to the Eurasian Development Bank (EDB) to �nance 500km of motorways and infrastructure. The third loan would be provided to the
EDB for water supply and sanitation system upgrade.



October 2020 
According to Russia’s ambassador to Egypt, Georgy Borisenko, production at the Russian industrial zone in Egypt was set to commence in 2022
provided that �nal negotiations to establish the zone were complete by 2021. Russia‑based businesses involved in food production, plastics and
electrical appliances shown interest in setting up factories and storage facilities in Egypt.

November 2020 
On November 11, Russia’s Direct Investment Fund announced that the vaccine being developed by the Gamaleya Institute in partnership with
Russian authorities, Sputnik V, has demonstrated 92% interim e�cacy in its Phase III trial. 

February 2021 
Sibur planned to complete the Amur gas processing plant, which was coming up in Russia's Eastern Siberia, by the middle of 2024, according to
Reuters. The nearly USD10 billion complex will cover 8sq km of land and was projected to produce 2.3 million tonnes per annum (tpa) of
polyethylene and 400,000 tpa of polypropylene. Gazprom Pererabotka Blagoveshchensk is leading the construction of the facility. China
Petroleum & Chemical Corporation had a 40% stake in the project.

Sources: BBC country pro�le – Timeline, International Monetary Fund, New York Times, Fitch Solutions

3. Major Economic Indicators

Real GDP and In�ation
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4. External Trade

4.1 Merchandise Trade
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4.2 Trade in Services
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5. Trade Policies

5. Trade Policies

Russia and Ukraine signed a programme of economic cooperation in 2011, before the Maidan revolution. The document was planned for
implementation by 2020 and provides for enlarging free trade and mutual protection of investments, creating a system of payment and
settlement operations and ensuring the free movement of citizens. However in Q118, Kiev announced the cancellation of its economic
cooperation agreement with Moscow, marking a further decline in interstate relations. 

The broader concern within Russia's trade pro�le is the limited diversi�cation away from the country's high reliance on primary sector output –
and speci�cally hydrocarbons. Investors will be dissuaded by the lingering obstacles to trade that stem from the country's stalled transition
from a centrally‑planned to a free‑market economy. Although Russia became a member of the World Trade Organization (WTO) in 2012, it
continues to implement policies and duties which restrict trade freedom and add to the di�culties faced by exporters and importers. While the
Russian government, at all levels, offers moderately transparent policies, actual implementation can be inconsistent. Moreover, Russia's import
substitution programme often leads to burdensome regulations that can give domestic producers a �nancial advantage over foreign
competitors. 

Russia's trade openness remains encumbered by tight protectionist measures. The average tariff rate remains the second‑highest regionally in
Central and Eastern Europe, at 6.3%, driven by the levying of considerable duties on imports of animal products (which average 23.1%),
beverages and tobacco (22.1%), clothing (11.7%), transport equipment (8.9%) and manufactures (8.4%). The lowest tariffs are applied to
cotton (0.0%) and petroleum (5.0%). Russia's failure to fully commit to WTO guidelines is a feature of its unpredictable trade policies. 

Any import or export transaction equal to or over the value of USD50,000 requires a 'deal passport' authorised by a Russian bank, through
which the payment will be processed. Although there are generally no problems with obtaining deal passports, this adds to the bureaucratic
obstacles faced by businesses engaged in international trade. 

Generally the customs value of the imported goods, including excise duties. Either the 18% or 10% VAT rate may apply upon the import of
goods to Russia, depending on the speci�cs of the goods. Import VAT may generally be claimed for recovery by the importer, provided that the
established requirements for such recovery are met. 

The government's import substitution policies, such as the Food Security Doctrine, cause signi�cant uncertainty for businesses and may result
in quotas or increased duties on imports. 

There are various items that fall under the import substitution regime, with certain items of machinery being restricted for import into Russia –
such as coal mining machinery – where a special duty rate applies. 

In July 2014, sanctions were were imposed against Russia in a coordinated manner by the EU, the United States, Canada, and other allies and
partners. These sanctions were further strengthened in 2018. These sanctions restrict access to Western �nancial markets and services for
designated Russian state‑owned enterprises in the banking, energy and defence sectors. They also place an embargo on exports to Russia of
designated high‑technology oil exploration and production equipment as well as designated military and dual‑use goods. Externally imposed
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restrictions on imports of Western‑borne capital goods have delayed exploration projects in the mining sector especially. 

The Russian government holds signi�cant stockpiles of metal ores and precious metals such as palladium, and restricts the amount of metal
that can be exported each year. High entry barriers and substantial regulation will obstruct new, especially non‑Russian companies, from
entering the mining industry, which will continue to hinder growth in the sector. 

There are also various export duties and bans imposed on various items, ranging from agricultural products to minerals deemed vital to the
domestic economy. Arbitrary tariffs on exports have also been implemented on primary sector commodities in order to regulate prices on the
domestic market. For example, in December 2014, a new levy on grain exports was announced, the third such time that exports of grains have
been restricted since 2007.  

Following the signing of a package of agreements in November 2009 to establish a Customs Union (CU), Russia, Belarus and Kazakhstan
began using common external tariffs (CET) in early July 2010 and launched the common economic space on January 1, 2012, enabling free
movement of goods, services, capital and workforce between the three member states. A treaty aiming for the establishment of the EAEU was
later signed on May 29, 2014 by the leaders of Belarus, Kazakhstan and Russia, and came into force on January 1, 2015. Following the signing
of respective treaties aiming for Armenia's and Kyrgyzstan's accession to the Eurasian Economic Union (EAEU) on October 9, 2014 and
December 23, 2014, Armenia entered the EAEU on January 2, 2015 and Kyrgyzstan acceded on August 12, 2015. 

In August 2016, the Russian government added unwrought lead to the list of goods deemed essential to the internal market. Goods stated on
that list may become subject to an export ban to ease internal market conditions. The Russian government has also established a permanent
�xed rate of export duties on other ores, such as tungsten ores and concentrates, at 10% of their customs value. 

There are various export duties on ethane, butane and isobutene and restrictions on trade in strategic minerals such as platinum and
palladium. Despite rising palladium prices, the Russian government will continue to exert tight control over the amount of palladium supply
exiting the country, thus restricting the sector's growth prospects. 

Even within the EAEU, there are export licensing requirements on unprocessed precious metals, commodities, waste, scrap, ores and
concentrates of precious metals, as well as on untreated mineral stones. 

Import and export duties are calculated as a percentage of the customs value of the goods (ad valorem) or in euros per unit of measurement
of the goods, and/or as a combination of these two rates. In most cases, however, ad valorem customs duties are levied as a percentage of
the customs value of the goods. For most Hong Kong‑type consumer products – like garments, household hardware, consumer electronics,
timepieces and jewellery – current tariff rates stand at 5%‑20%. On the other hand, export duties are set for a few commodities like oil
products, copper, nickel, timber and goods made of these materials. Meanwhile, anti‑dumping proceedings against Hong Kong have been
scarce. Only one anti‑dumping measure in place affects Hong Kong goods – speci�cally imports of cold‑rolled �at steel products with
polymer coating. 

The Russian customs tariff classi�cation is based on the Harmonised Commodity Description and Coding System. All goods carried across
the country’s customs border have to be declared to customs authorities of Russia. A customs declaration should be submitted within 15 days
after the goods are presented to customs authorities. Customs duties, if any, should be paid to the authorities when the goods cross the
Russian border. 

Russia has anti‑dumping measures on 42 products from 34 countries. These anti‑dumping measures are implemented by either Russia alone,
or by the EAEU. 

Russia has implemented import restrictions on 130 product lines from 65 countries. Most of these product lines fall under the Food Security
Doctrine. 

On September 28, 2020, the government dropped the starting prices of crab catch quotas, aiming to support the local shipbuilding cluster. The
start asking price has been lowered from RUB132,000-RUB150,000 to RUB54,000 per tonne, in the hope of attracting more companies and
further incentivising existing ones.

Sources: WTO – Trade Policy Review, Fitch Solutions

6. Trade Agreement

6.1 Multinational Trade Agreements

Active

EEU: The EEU consists of Armenia, Belarus, Kazakhstan, Kyrgyzstan and Russia. The agreement, which is based on the Customs Union of Russia,
Kazakhstan and Belarus, entered into force on January 1, 2015. It was later joined by Armenia and Kyrgyzstan. The union is designed to ensure
the free movement of goods, services, capital and workers between member countries. However, trade between the various member states is



limited and many customs disputes between member states remain unresolved. Most importantly, Ukraine's exit from discussions following the
Euromaidan protests has signi�cantly undermined the prospects for success by excluding what would have been the EEU's second‑largest
economy.

Partially Active

Commonwealth of Independent States FTA: The Commonwealth of Independent States (CIS) is comprised of Kyrgyzstan, Russia, Ukraine,
Belarus, Uzbekistan, Moldova, Armenia and Kazakhstan. The �rst treaty entered into force on September 20, 2012. CIS states remain key trade
partners, but Russia has suspended the application of the FTA for bilateral trade with Ukraine, meaning that barriers have been raised with
Russia's largest trade partner within the group.

Awaiting Rati�cation

EEU‑Serbia: The EEU and Serbia signed a FTA on October 25, 2019. The agreement replaces the existing agreements between Serbia and Russia,
Belarus and Kazakhstan. Approximately 90% of Serbia’s exports to the EEU are destined for Russia. The FTA is expected to increase Serbia’s EEU
exports by 50% within the �rst three years. On November 4, 2020, Russia rati�ed the agreement and will come into effect 60 days after all parties
have rati�ed. Serbia anticipates that all parties will ratify the agreement by end 2020.

Sources: WTO Regional Trade Agreements database, Bloomberg, Fitch Solutions

7. Investment Policy

7.1 Foreign Direct Investment

7.2 Foreign Direct Investment Policy
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Foreign Direct Investment Flow
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To stimulate investment with the aim of diversifying its economy, the Russian government is providing a wide array of incentives for investors
developing new products or technology in the energy e�ciency, nuclear engineering, space technology, medicine and information technology
industries. Major incentives include pro�ts tax/property tax/VAT exemption, reduced social contribution rates, special customs regime and a
150% deduction of qualifying costs for companies conducting eligible research and development activities to reduce pro�ts tax or increase
deferred tax assets. Other key sectors for development and investment include pharmaceutical and medical, real estate, innovations and
technology, infrastructure, aluminium, iron and steel, lead, platinum-group metals, precious metals, nickel, copper, zinc, coal,
telecommunications, transportation, agriculture, food and gas. However, the Russian government continues to impose some restrictions on
trade �ows and limits on foreign direct investment (FDI) in certain sectors, while state-owned institutions are prevalent in all areas of the
economy. 

1.

The North-South Transport Corridor will continue to gather momentum in the coming years, driven by the alignment of geopolitical goals and
burgeoning trade ties among the countries along its route. The envisaged transport route, which aims to ultimately link India and Russia via
Azerbaijan and Iran, will attract road, rail, and port infrastructure investment and would substantially reduce the time and cost needed to ship

2.

https://www.bloomberg.com/news/articles/2019-10-25/serbia-to-ink-deal-with-russia-s-answer-to-the-eu-following-snub


freight along a north-south axis. 

FDI is restricted in some strategic sectors, as detailed in the 2008 Strategic Investment Law. These sectors include those involved in the
exploitation of natural resources, defence, media and industries in which SOEs have a monopolistic advantage. Any investor seeking to
increase shareholdings or gain a controlling stake in any company deemed to be in a strategic sector will require prior government approval,
which is not always guaranteed and frequently comes with certain conditions. This prevents large-scale foreign investment in many
potentially lucrative sectors, with the law also being arbitrarily applied to some activities that do not initially appear to fall under the
description of a strategic sector. This was illustrated in 2012 when internet company Yandex was deemed a strategic asset, limiting foreign
ownership in the company. In the extractive industries, government approval is required for foreign ownership above 25%. If a transaction
occurs in contravention of the Strategic Investment Law, the companies involved may be subject to harsh penalties, including the complete
voiding of the deal. 

3.

A major barrier faced by foreign investors in Russia is the large-scale government presence in the economy through complete or partial
ownership of companies in a wide range of sectors. SOEs dominate the market in some industries, notably hydrocarbons (through Gazprom
and Rosneft), banking (Sberbank and VTB) and telecommunications (Rostelecom). Following the collapse of the Soviet Union, the country
began a long and arduous privatisation process which is still ongoing, but the government has maintained an interest in many companies,
whether as a minority shareholder or the owner of a 'golden share' (50.1%). Thus, in several instances in which foreign investors have
become involved with SOEs, they remain limited to minority shareholding positions. This often leaves them unable to in�uence company
policy and subject to undue control by the board of directors. Competition between private entities and SOEs is also limited in certain sectors
where the playing �eld is tilted in favour of government enterprises. 

4.

Russia's Strategic Sectors Law (SSL) establishes a list of 46 'strategic' sectors or activities in which purchases of controlling interests by
foreign investors must be pre-approved by Russia's Commission on Control of Foreign Investment. In 2014, the Russian government
expanded the list to include companies, investments and transactions. The SSL includes offshore companies and their subsidiaries, in
addition to foreign states, international organizations, and their subsidiaries. The 2017 amendments’ de�nition of 'offshore companies'
includes tax havens (i.e. legal entities incorporated in states or in territories that providing preferential tax treatment and/or do not require
disclosure and submission of information when conducting �nancial transaction).  

5.

Regulations require Russian government approval for foreign �rms to invest in strategic sectors and, in some cases, ban majority foreign
ownership. Most government initiatives point to a stronger government in�uence in SOE activities, including placing senior government
o�cials on major SOE boards, dictating the percentage of SOE purchasing that must come from small- and medium enterprises, and
requiring Russian-made equipment purchases for government-funded projects. 

6.

In December 2015, Russia amended the federal law 'On the Constitutional Court of the Russian Federation', giving the Russian Constitutional
Court authority to disregard verdicts by international bodies, including investment arbitration bodies, if it determines the ruling contradicts the
Russian constitution. 

7.

In addition to a raft of pro-business reforms introduced by President Vladimir Putin since 2012, which have improved the operating
environment, there are a number of incentives offered to encourage FDI. These will vary according to the location of the investment, the
amount of capital provided and the type of economic activity. Foreign investors are exempted from the effects of unfavourable changes to
legislation (for example, tax hikes or new caps on foreign ownership) for a period of seven years, if they hold more than 25% of capital in a
company. A major new incentive introduced in 2014 is an income tax break for companies located in 13 Far Eastern and Siberian regions,
which effectively reduces the pro�t tax rate from the usual 20% levy to 0% for the �rst �ve years after initial sales income is received, and to
10% for the following �ve years. Some regional authorities offer a reduced corporate income tax rate of 15.5%, which is available for both
foreign and national investors. 

8.

The most signi�cant incentives and bene�ts, however, are offered through the numerous special economic zones (SEZs) that are available
throughout the country to investors. The zones are divided into four broad categories. These SEZ categories are industrial, technology
implementation, port, and tourist and recreation SEZs. These SEZs are all intended to target speci�c industries, for example shipping and
freight transport, hotels and tourist activities, automotive and mechanical engineering, or software and pharmaceuticals. Businesses located
in these zones bene�t from more e�cient bureaucratic procedures, freedom from customs duties, state investment in transport networks
and subsidised expenditure on infrastructure. The government also hopes that SEZs will foster the development of sophisticated industrial
clusters which enhance technological advances and boost economic growth in particular regions.  

9.

Many industrial regions of Russia offer numerous tax and non-tax incentives and bene�ts to investors. Regional incentives in the form of
reduced tax rates (primarily the given region’s portion of corporate income tax, property tax, and transport tax) are granted to certain classes
of taxpayers, typically large investors or entities operating in speci�c industries.

10.

As of 2019, movable property is not subject to property tax. Consequently, the issue of correct classi�cation of an asset (movable or
immovable) has becomes an important topic for taxpayers. Note that the relevant court practice is not consistent, and Russian lawmakers
are working on amendments to the Russian Civil Code that may introduce clear criteria of immovable property.

11.



Sources: WTO – Trade Policy Review, ITA, United States Department of Commerce, national sources, Fitch Solutions

7.3 Free Trade Zones and Investment Incentives

Free Trade Zone/Incentive
Programme

Main Incentives Available

30 SEZs divided between four
broad categories: industrial and
production zones, technology
and innovation zones, tourist and
recreation zones, port zones

- Exemption from customs duties and VAT on imports 
- Reduced CIT 
- Reduced property tax 
- Discounts on infrastructure expenses 
- Access to 'One Window' special administrative regime

Skolkovo Innovation Centre
(Moscow) – intended to foster
innovation in high-tech
manufacturing and R&D

- Exemption from pro�t tax 
- Exemption from VAT 
- Exemption from property tax 
- Exemption from customs duties and VAT on imports 
- Reduction of social security contributions

Advanced development zones
(ADZ)

In the Russian Far East and Eastern Siberia, there are plans to establish a network of advanced
development zones with preferential conditions for non-resource production which is oriented to exports,
among other things. 

An advanced development zone (ADZ) is an area in a constituent entity of Russia where, by decision of
the Russian government, a special legal regime has been established for entrepreneurial and other types
of activity in order to create favourable conditions for investment and accelerated socioeconomic
development, as well as comfortable living conditions for the public. The formation of ADZs is regulated
by Federal Law of 2014 on Advanced Development Zones.

ADZs offer special terms for companies operating in various industries (such as agriculture, textiles,
chemicals, pharmaceuticals, furniture, telecommunications, education, science and technology), including
income tax and property tax incentives, free customs zones, project �nancing, and simpli�ed rules for
hiring foreign employees.

ADZ residents pay 0% on the federal portion of corporate income tax for a �ve-year period
Reduced regional portion of corporate income tax. Speci�c rates are established by regional law
Reduced social contributions (7.6% instead of the standard 30%) during a 10-year period

Source: Fitch Solutions

8. Taxation – 2021

Value Added Tax: 20%
Corporate Income Tax: 20%

Source: Federal Tax Service of Russia

8.1 Important Updates to Taxation Information

Foreign ownership is permitted, with the exception of some sectors designated as strategic. Russia's regulatory environment will continue to
restrict foreign investment from entering the country's mining sector. Defence, oil and gas, power, mining, media, transport and agriculture
are key sectors affected. Foreign ownership in air transportation, �nancial services, insurance, media and agricultural land is also restricted
to a maximum of 49% ownership. There are signi�cant barriers to entry facing foreign insurance �rms looking to tap into the enormous long-
term growth potential of the Russian insurance market. Foreign entities considering entry to or expansion in the Russia �nancial sector will
also need to be mindful of economic sanctions imposed by the United States and European Union, which potentially restrict operations over
the short-to-medium term.

12.

On January 30, 2020 the Russian government approved a number of acts concerned with rendering new economic bene�ts and subsidies to
businesses or investors willing to engage in projects in the country's High North. This initiative provides a steady foundation for the
introduction of Russia's Arctic strategy until 2035. The main expectations pinned to the initiative are premised on the prospect of creating
more than 21 new large regional mega-projects (including the Indiga Port, in Nenets Autonomous Okrug), exploration of large deposits of
platinum and other metals in Krasnoyarsk Krai and Murmansk Oblast, and the creation of a full-cycle lumber/timber-producing complex in
Arkhangelsk Oblast. These and hundreds of smaller commercial initiatives (to become fully operable within the next 15 years) are expected
to result in the creation of 200,000 additional jobs in the region and “make the Arctic attractive to Russian youth and young specialists”.

13.

https://www.nalog.ru/eng/


As of January 1, 2021 signi�cant tax bene�ts (reduced 3% corporate income tax rate and reduced social contributions to 7.6%) have been
provided to Russian IT and technology companies. To apply the bene�ts such companies need to obtain special accreditation, employ at least
seven people and generate at least 90% of their total revenues from the core activity. 

Russia has launched revision of the withholding income tax rates on dividends and interest in a number of treaties with the aim to increase
them up to 15% with the effective date as of January 1, 2021. Negotiations have already been initiated with Cyprus, Malta, Luxembourg and the
Netherlands. 

On April 30, 2020, Russia noti�ed OECD that it had completed its national procedures for implementing the Multilateral Convention (MLI) for 27
double tax treaties. So MLI may become effective as early as January 1, 2021. 

The maximum corporate income rate has been set at 20%. Over the next �ve years, the 20% tax will be allocated in such a manner that 3%
goes to the federal budget and 17% is allocated to the budgets of the relevant constituent regions. The rate of tax payable to regional budgets
can be reduced under regional law for certain categories of taxpayers, such that the reduced regional rates introduced before September 3,
2018 will apply until the date of their expiry and/or a �nal date of January 1, 2023. 

On January 1, 2019, new changes were introduced, which will require foreign entities to register for VAT purposes and pay the relevant taxes if
they provide electronic services to legal entities and individual entrepreneurs.

8.2 Business Taxes

Type of Tax Tax Rate and Base

CIT 20% on pro�ts (can be reduced by certain incentives depending on location)

Withholding Tax Rates - 15% on dividends and income from participation in Russian enterprises with foreign investments 
- 10% on freight income 
- 20% on income such as royalties and interest from Russian sources 
- 20% of the margin on capital gains

VAT 20% on sale of goods and services

Property Tax Maximum rate of 2.2% on book value of property

Mineral Resources Extraction
Tax

3.8%-8%, but generally variable according to the industry and the value and volume of the commercial
resource

Source: Federal Tax Service of Russia 
Date last reviewed: February 16, 2021

9. Foreign Worker Requirements

9.1 Localisation Requirements

Performance requirements, such as job creation or investment minimums, can be imposed as a condition for establishing, maintaining or
expanding an investment. Securing a work permit in Russia is the employer's responsibility. The deadline for the foreign labour requirement falls
on May 1 annually.

9.2 Migrant Labour Regulations

There are three types of work visas in Russia: the single‑entry visa, which lasts for 90 days and is issued by the Russian consulate on the basis of
a work visa invitation; the multiple‑entry visa, which is reissued on the basis of a single entry at a local branch of the Russian Federal Migration
Service; the Highly Quali�ed Specialists (HQSs) visa for specialists who earn more RUB2 million per year. 

The cost and duration taken to acquire a working visa in Russia varies according to the country of an individual's origin. If permits are required,
the complicated and time‑consuming application process raises costs for employers and there is considerable risk for the employer as the
information given in the application is binding. 

       The application requires details of the position they intend to �ll, as well as the nationality of the expat. The process can take up to a year and
once granted a permit is valid only for the speci�c job it was issued for and cannot be transferred to different companies or subsidiaries of
companies in other regions in Russia. 

If the employer requires the employee to work in different parts of the country, the application must be completed for every region the employee
will work in.

9.3 Obtaining Foreign Worker Permits

https://www.nalog.ru/eng/


Any foreign citizen who works in Russia must hold a work permit or patent, and the employer or purchaser of work (services) of such foreign
citizen must hold a valid employer permit. Effective from January 2015, foreign nationals who apply for a work permit, patent, temporary
residence permit or permanent residence permit are required to present a certi�cate con�rming their knowledge of Russian language, history and
basics of Russian law. 

Overall, securing a working visa in Russia is both complex and relatively expensive, presenting bureaucratic and cost burdens to investors looking
to import foreign labour. Russian immigration authorities operate a visa quota system for foreign workers. Immigration authorities have been
given powers to revoke quota allocations to employers if they are found to be in breach of Russian labour and tax laws.

9.4 Obtaining Foreign Worker Permits for Skilled Workers

A bene�cial immigration regime is available for highly quali�ed foreign nationals working in Russia who are employed by Russian companies or
Russian branches and representative o�ces of foreign companies. These individuals are referred to as HQSs. To qualify for this permit, foreign
specialists must be compensated with no less than RUB2 million per year. The permit can be issued for up to three years. The Russian language
requirement does not apply to the processing of work permits and permanent residence permits for highly‑quali�ed professionals.

9.5 Visa/Travel Restrictions

Visas are issued by diplomatic missions or consulates of Russia, the Ministry of Foreign Affairs or the Ministry of Internal Affairs (directly or by
proxy). Visas can be single‑entry, double‑entry or multiple‑entry. Ordinary visas are divided into private, business, tourist, study, work,
humanitarian and entry visas for persons seeking asylum. Foreign citizens from most CIS countries and those who are permanent or temporary
residents of Russia do not need entry visas.

Sources: Government websites, Fitch Solutions

10. Risks

10.1 Sovereign Credit Ratings

Rating (Outlook) Rating Date

Moody's Baa3 (Stable)  08/02/2019

Standard & Poor's BBB- (Stable)  23/02/2018

Fitch Ratings  BBB (Stable)  05/02/2021

Sources: Moody's, Standard & Poor's, Fitch Ratings

10.2 Competitiveness and E�ciency Indicators

World Ranking

2018 2019 2020

Ease of Doing Business Index 35/190 31/190 28/190

Ease of Paying Taxes Index 52/190 53/190 58/190

Logistics Performance Index 75/160 N/A N/A

Corruption Perception Index 138/180 137/180 129/180

IMD World Competitiveness 45/63 45/63 50/63

Sources: World Bank, IMD, Transparency International

10.3 Fitch Solutions Risk Indices

World Ranking

2019 2020 2021

Economic Risk Index Rank 34/201 37/201 33/201

Short-Term Economic Risk Score 67.5 59.6 67.7

Long-Term Economic Risk Score 70.1 67.2 69.3



Political Risk Index Rank 98/201 97/201 97/201

Short-Term Political Risk Score 65.6 64.2 64.2

Long-Term Political Risk Score 61.7 61.8 61.8

Operational Risk Index Rank 63/201 63/201 61/201

Operational Risk Score 57.7 58.1 57.9

Source: Fitch Solutions 
Date last reviewed: February 16, 2021

10.4 Fitch Solutions Risk Summary

ECONOMIC RISK 
Russia's long‑term economic performance compares relatively well against other emerging market peers due to low public debt ratios, high FX
reserves and a current account surplus. In 2020, the constraining impact of the pandemic decreased domestic activity as investment and
consumer demand faltered, while a downbeat oil industry and weak foreign demand weighed on the external sector. Fiscal and monetary
stimulus should soften the macroeconomic environment and, together with the rollout of vaccines and rising oil prices, will bolster the outlook for
2021.

OPERATIONAL RISK 
While access to a large labour market, strong urban transport links, vast natural resources and a robust �nancial sector are key factors that are
supportive of economic activity in Russia's long‑term outlook, the market remains constrained by structural challenges that highlight the slow
pace of reform over the years. Businesses operating in Russia face risks stemming from high levels of government intervention in the economy,
an infrastructure de�cit in some areas and an ageing population. However, the development of the Asia‑Europe land bridge will strengthen
Russia's international trade links while need to reduce the burden of state‑owned enterprises has ensured that privatisation climbs up the
agenda. Further delays to the government's infrastructure investment programme, uncertainty over United Station sanctions, volatile commodity
prices and global trade tensions are key near‑term risks.

Source: Fitch Solutions 
Date last reviewed: February 16, 2021

10.5 Fitch Solutions Political and Economic Risk Indices

Short Term Political Risk Index
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Long Term Political Risk Index
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10.6 Fitch Solutions Operational Risk Index

Operational
Risk

Labour Market
Risk

Trade and Investment
Risk

Logistics
Risk

Crime and Security
Risk

Russia Score 57.9 65.5 56.4 68.0 41.6

Central and Eastern Europe Average 62.2 57.6 62.6 67.2 61.3

Central and Eastern Europe Position
(out of 11)

9 1 9 7 10

Emerging Europe Average 57.7 55.6 58.4 59.9 56.7

Emerging Europe Position (out of 31) 18 2 22 10 26

Global Average 49.5 49.9 49.6 49.3 49.3

Global Position (out of 201) 61 19 76 45 131

100 = Lowest risk; 0 = Highest risk 
Source: Fitch Solutions Operational Risk Index

Short Term Economic Risk Index
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Long Term Economic Risk Index
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Russia vs Global and Regional Operational Risk Averages



Country/Region Operational Risk
Index

Labour Market Risk
Index

Trade and Investment Risk
Index

Logistics Risk
Index

Crime and Security Risk
Index

Estonia 70.8 62.1 76.0 70.3 74.9

Czech Republic 69.2 59.3 67.2 73.9 76.2

Lithuania 69.1 60.3 71.0 72.2 72.7

Poland 67.7 56.6 65.3 76.7 72.4

Latvia 66.4 62.6 68.3 68.4 66.2

Hungary 63.9 55.1 64.2 71.1 65.1

Slovakia 62.5 50.2 67.3 63.9 68.9

Belarus 58.1 59.1 57.1 65.0 51.4

Russia 57.9 65.5 56.4 68.0 41.6

Ukraine 49.4 56.8 47.3 58.2 35.4

Moldova 48.8 45.9 48.1 51.2 49.9

Regional Averages 62.2 57.6 62.6 67.2 61.3

Emerging Markets
Averages 46.8 48.3 47.1 45.8 46.1

Global Markets
Averages 49.5 49.9 49.6 49.3 49.3

100 = Lowest risk; 0 = Highest risk 
Source: Fitch Solutions Operational Risk Index 
Date last reviewed: February 16, 2021 

11. Hong Kong Connection

11.1 Hong Kong’s Trade with Russia        

Operation Labour Trade Logistics Crime
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Exchange Rate HK$/US$, average 
7.75 (2015) 

Major Export Commodities to Russia
(2019)
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Major Import Commodities from
Russia (2019)
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Merchandise Exports to Russia
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Merchandise Imports from Russia
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7.76 (2016) 
7.79 (2017) 
7.84 (2018) 
7.84 (2019)

2019 Growth rate (%)

Number of Russian residents visiting Hong Kong 138,679 -14.4

Number of European residents visiting Hong Kong 1,747,763 -10.9

Sources: Hong Kong Tourism Board, Fitch Solutions

2019 Growth rate (%)

Number of Russians residing in Hong Kong 114 29.5

Note: Growth rate for resident data is from 2015 to 2019, no UN data available for intermediate years 
Source: United Nations Department of Economic and Social Affairs – Population Division 
       Date last reviewed: February 16, 2021

11.2 Commercial Presence in Hong Kong

2020 Growth rate (%)

Number of Russian companies in Hong Kong N/A N/A

- Regional headquarters

- Regional o�ces

- Local o�ces

11.3 Treaties and agreements between Hong Kong and Russia

Alongside the Air Services Income Agreement effective since June 2010, Hong Kong signed a Comprehensive Double Taxation Agreement
(CDTA) with Russia on January 18, 2016, which entered into force on July 29, 2016. To accommodate greater synergies, Hong Kong and
Russia are also in the process of negotiating an Investment Promotion and Protection Agreement (IPPA). 

Mainland China and Russia signed an agreement for the Avoidance of Double Taxation (DTA) on October 13, 2016 and Investment Promotion
and Protection Agreements which came into effect on February 12, 2000.

Sources: Hong Kong Inland Revenue Department, Fitch Solutions

11.4 Chamber of Commerce or Related Organisations

Russia-Hong Kong Business Association 
Email: info@russiahk.ru / pa@raschini.com 
Tel: (7) 495 740 8833 
Website: www.russiahk.com 
Please click to view more information.

Source: Federation of Hong Kong Business Associations Worldwide

Russian Consulate General in Hong Kong 
Address: Rooms 2106‑2123, 21/F, Sun Hung Kai Centre, 30 Harbour Road, Wan Chai, Hong Kong 
Email: cghongkong@ya.ru 
Tel: (852) 2877 7188 
Fax: (852) 2877 7166

Source: Consulate General of the Russian Federation in Hong Kong

11.5 Visa Requirements for Hong Kong Residents

No visa is required for up to 14 days for HKSAR passport holders. Before entering Russia the migration card must be �lled in and presented to the
migration o�cer when entering and exiting Russia. The card is also required for migration registration at the place of stay, and must be kept by
the foreign national during their stay in Russia. A visa is required for stays longer than 14 days.

mailto:info@russiahk.ru
mailto:pa@raschini.com
http://www.russiahk.com/
https://www.hkfederation.org.hk/about/member/detail?tid=482://www.hkfederation.org.hk/about/member/detail?tid=482
https://www.hkfederation.org.hk/about/member/list
mailto:cghongkong@ya.ru
https://hongkong.mid.ru/web/hongkong-en/home


Source: Consulate General of the Russian Federation in Hong Kong 
Date last reviewed: February 16, 2021
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