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Auto Industry in Russia
EBRD Sector factsheet

In its 2006 strategy for investing in Russia, 
the EBRD emphasised its commitment to 
investing in the automotive sector. This is 
because a competitive, restructured auto 
industry could contribute much more to 
Russia’s GDP than it does now and because 
of the need to improve the environmental 
standards of cars on Russian roads.

Russia has around 188 cars per 1000 
inhabitants compared to Hungary, Poland 
and Bulgaria with between 300 and 370 
and Germany, Austria and Switzerland 
with over 550. So there’s plenty of room 
for the sector to continue growing in 
Russia. Using EBRD finance, some of the 
world’s biggest automakers are expanding 
beyond importing cars into Russia, to 
establishing assembly facilities in several 
Russian cities, from St Petersburg and 
Moscow to Togliatti and Kaliningrad. They’re 
doing so for a number of reasons:

rising disposable incomes in Russia ��

and consumer access to car finance

the strong rouble ��

the fact that the average car in ��

Russia is 10 years old, so consumer 
demand for new cars is high

to avoid customs duties of 25 ��

per cent on imported cars

to take advantage of temporary ��

relief from customs duty on parts 
imported into Russia for assembly.

Changing face of the industry
While consumer tastes are increasingly 
turning to international makes of automobile, 
many Russian-owned automakers are 
aggressively modernising, restructuring, 
and re-tooling to produce components or 
to assemble cars sold under global brands. 
Choice has increased dramatically thanks 
to competition. In the booming Russian car 
market, increase in demand is being met 
by locally-produced foreign brands, sales of 
which are now exceeding domestic brand 
sales. Used car imports are in decline.

The EBRD supports the growth of foreign 
and domestic auto manufacture in Russia 
in order to strengthen competition, to 
foster large-scale technology and skills 
transfer, to build and improve the local 
supply chain, and to foster environmental 
awareness in the domestic industry, 
including the need for greater fuel efficiency. 

The Bank invested in General Motors’ joint 
venture with Avtovaz in 2001 (€140 million 
combined debt and equity investment, or 
around 4.8 billion roubles). In June 2005 
the EBRD invested 500 million roubles 
(US$ 28.4 million) for a 20 per cent equity 
stake in Toyota’s St Petersburg operation. 
In late 2006 the Bank bought a 10 per 
cent interest in Volkswagen’s Kaluga plant 
for €30 million (1.03 billion roubles) and 
provided a 26 billion roubles syndicated 
loan facility of which it held 5 billion roubles 
for its own account and the Bank currently 
negotiating with other manufacturers as well.

When life gets better, people start buying automobiles. Russia is no 
exception to the general rule that in emerging markets, every one per 
cent increase in Gross Domestic Product results in at least a two per 
cent hike in car sales. Auto sales in Russia rose by 35 per cent in 2007 
over 2006, while GDP increased by less than a quarter of that - 8.1 
per cent. In 2007 the Russian market moved from the fifth-largest 
passenger car market in Europe into third place, behind Germany and 
Italy, and is expected to be Europe’s largest market in the near future.

Russia in the global  
auto sector
Growth in car market units,  
2007 (per cent)
Russia 35
Western Europe 0
Worldwide 6

Car sales volume,  
2007 (millions)
Russia 2.8
North America 9.1
Western Europe 14.7
China 5.4
Worldwide 49.0

Average age of cars  
nationally (years)
Russia 11.0
Germany 8.0
United Kingdom 7.0

Sources (other than EBRD): Ernst 
& Young, Global Insight, Roland 
Berger Strategy Consultants, 
PricewaterhouseCoopers.

EBRD is supporting 
the growth of foreign 
and domestic auto 
manufacture in Russia.
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Contacts
European Bank for 
Reconstruction and 
Development
One Exchange Square 
London EC2A 2JN 
United Kingdom 
Switchboard/central contact 
Tel: +44 20 7338 6000 
Fax: +44 20 7338 6100 

Russia head office
Tel: +7 495/501 787 1111 
Fax: +7 495/501 787 1122 
Director: Eric Rasmussen

Automotive project 
enquiries
Tel: +7 812 703 5525 
Fax: +7 812 703 5526 
Email: seniord@ebrd.com 
Contact: Duncan Senior

Project enquiries/
proposals
Tel: +44 20 7338 6282 
Fax: +44 20 7338 6102  
Email: newbusiness@ebrd.com

General enquiries/
proposals
Email: info@ebrd.com

Environment 
Tel: +44 20 7338 6020 
Fax: +44 20 7338 6848 
Director: Alistair Clark

Communications:
Tel: +44 20 7338 6372 
Fax: +44 20 7338 6102 
Email: harrisob@ebrd.com 

Web site
www.ebrd.com 
www.ebrd.com/energyefficiency

Today the EBRD uses the 
tools of investment to help 
build market economies and 
democracies in countries from 
central Europe to central Asia.

The EBRD is committed to investing, 
as far as possible, all along the auto 
production chain, particularly with Russian 
partners. For example the GM-Avtovaz 
loan was followed in 2002 by a US$ 90 
million financing (2.4 billion roubles) of 
the Severstal-Arcelor Joint Venture. The 
funds were used to construct a state-
of-the-art hot dip galvanised steel mill 
in Cherepovets, 400 kilometres north 
of Moscow. Through this joint venture, 
Arcelor’s patented technology for special 
quality automotive steel became available 
to Russia’s Severstal, the current owner of 
the mill. The plant was put into operation 
in 2006 and can produce up to 400,000 
tonnes of galvanised steel annually.

In its 2006 Russia investment strategy, 
the Bank established a goal of financing 
expansion of the local auto supply sector 
in the vicinity of assembly hubs. This 
includes, for example, tire and braking 
system manufacture and body panel 
stamping. Investing in the supply sector 
will deepen the economic impact of 
auto industry development and provide 
opportunities for business growth, 
innovation and job creation all the way 
through to the level of small businesses. 

To achieve this, the EBRD will build on its 
experience in assisting foreign auto supply 
manufacturers to invest in new production 
facilities in Russia, thus reducing imports 
and increasing competition and consumer 
choice. Investments to date include:

Michelin tires, up to €20 million ��

equity investment (530 million 
roubles), for a factory in Davydovo to 
produce 2.1 million tires annually.

Nokian tires, a loan of €50 ��

million/1.7 billion roubles, of which 
half was syndicated to private 
banks; for production facilities at 
Vesvolozhsk near St Petersburg, 
producing 1.5 million tires per year.

Bor Glass, US$ 25 million (662 ��

million roubles) to repair and 
upgrade production lines for float 
glass and laminated auto glass. The 
factory is in Bor, opposite Nizhny 
Novgorod on the Volga River, 500 
kilometers east of Moscow.

Intercos IV, a 37.5 per cent ��

equity investment in a press 
and die plant in the Leningrad 
Oblast near St. Petersburg. 

Building Russia’s auto supply sector


