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An imminent drop-off? 
After doubling in size from 2009 to 2012 to more 
than 2.9m units in new vehicle sales, a slow-down 
was inevitable for the Russian market. However, 
with a 6.4% decrease in YTD sales in September and 
falling demand for seven consecutive months, there 
are now concerns that perhaps this deceleration is 
more than just a temporary setback. Even if recent 
downtrends mark a low point for the full year, the 
short-term implications still underscore the need to 
identify and understand Russia’s downside risks.  

A number of factors have contributed to the 
slowdown, including the depreciating Ruble, a 3% 
inflation in new car prices, and high interest rates of 
15 to 16%. With approximately half of vehicle 
purchases in Russia financed with credit, the 
increase in loan interest rates has significantly 
impacted sales. Adding to this is an uncertain 
macroeconomic environment, leaving consumer 
sentiment – and consumer spending – restrained.  

Stimulus through subsidies 
With the ongoing sales slump, Russia’s Ministry of 
Industry and Trade announced the return of a 
preferential program to subsidize credit lending for 
automotive loans. Under the program, which started 
in July and will continue into 2014, the Russian 
government will subsidise  two-thirds of the Central 
Bank's refinancing rate (which currently stands at 
8.25%) of car loans provided by banks to finance 
purchase of cars. Qualification stipulations include a 
maximum price of 750,000 Rubles (~$23,400), 15% 
down payment, and a loan term maximum of 36 
months. Ministry officials are estimating that the 
current program will result in an additional 250,000 
units in sales. 

Uncertainty ahead 
Though a similar stimulus program was 
implemented and successful from 2009 through 
2011, the risk that the market remains unresponsive 
in the short-term persists. However, if the market is 
unresponsive and sales remain sluggish, continued 
investment  into Russia may translate into excess 
capacity at assembly plants. Local assemblers will 
need to consider various measures in conjunction 
with government stimulus programs to prevent 
costly declines in utilisation, including the following: 

Expansion into neighbouring markets 

Russia is surrounded by rapidly growing  
Commonwealth of Independent States (CIS), 
including Kazakhstan, Ukraine and Uzbekistan – all 
of which offer lucrative possibilities. Recent growth 
is further supported by potential gains due to low 
vehicle densities, aging vehicle parcs, and existing 
favourable trade agreements with Russia. 

After three years of strong growth, the automotive market in Russia has 
slowed, prompting government-backed subsidies in July in hopes of a revival. 
The effectiveness of the measure is yet to be seen, calling into question recent 
(and significant) capacity investments and overall market prospects. 

Russia: How to manage the downside risks? 
Stimulus measures aim to jumpstart the market 
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Russia: Light Vehicle  Sales Outlook 
September  2010 – September 2013 (thousands) 
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Flexible production 

As the recent European automotive crisis has shown, 
manufacturing flexibility, or “breathing production” 
can lead to a competitive advantage when downside 
risks  materialize in challenging markets. Modular 
architecture design allows for adaptable plants with 
multiple vehicles produced on one line so 
assemblers can shift product mix as needed. Further, 
labour agreements should be negotiated in a manner 
that provides added flexibility under financial strain.  

Segment focus 

Emphasizing growth areas is imperative for all 
markets, but it is especially relevant in areas of rapid 
expansion. SUVs and premium vehicles have both 
enjoyed above-average growth and are expected to 
continue outpacing other segments. OEMs and local 
assemblers should identify high-potential segments 

and utilize plant flexibility to adjust their mix to 
reflect market demand. 

Though Russia faces short-term obstacles with 
economic uncertainty, rising purchase costs, and 
hesitant consumer spending, mid- and long-term 
growth potential is still present and viable. With the 
vehicle parc reaching a 12-year old average and a 
relatively low density of 290 light vehicles per 1000 
people – around half of that in mature West 
European markets – the market has a strong 
foundation for growth.  Development and expansion 
within the component supplier base along with 
economic stability, further investment in 
manufacturing technology, and continued growth of 
neighbouring CIS countries as export markets are all 
factors that will help Russia move towards becoming 
a  fully-integrated global automotive hub. 
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Russia: LV Assembly Outlook 
2004 – 2019 (millions) 

Assembly Volume Excess Capacity
Utilisation (R-Axis)

Russia: Selected Market Metrics 
2012 – 2019 

- 180k Annual LV sales decline 
between 2012 and 2013 (f) 

+1.5m Capacity volume growth 
between 2012 and  2019 

+5.8% Compounded assembly annual 
growth rate from 2012 to 2019 
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Selected Countries: LV Sales and Car Parc  
2012 (per 1000 people) 

0
1
2
3
4
5
6
7

Kazakhstan

Belarus

Serbia

Russia

Ukraine

Uzbekistan

EU 27

Germany

2010 2012  Reference Regions 

Selected Countries: GDP per New Car Sales 
2010 vs. 2012 (US$ million) 
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