
  

                                                     
 

Falling BRICs? A round-table discussion on Russia’s economic and financial 
prospects, with Richard Connolly (University of Birmingham), Richard Segal (Jefferies) 

and Liam Halligan (Sunday Telegraph). 
 

My immediate take-away from this meeting is that there was a lot more sympathy for Russia 
over Crimea that I had expected. Also, speakers‟ views on the state of the Russian economy 
were less negative than I expected. 
 
True, the economic as a whole is too dependent on what one speaker calls the „rent-
producing‟ sector. And there has clearly been an increase in the defence sector which has 
been motivated by the need to generate jobs. But there was a feeling that more workers 
genuinely feel better off – which accounts for the genuine popularity that Putin enjoys 
(particularly outside Moscow and St. Petersburg). 
 
As far as Crimea was concerned, the meeting tended to believe Russia had a case – though 
it was agreed that the US, UK and Russia had jointly guaranteed Ukraine‟s borders as part of 
the nuclear deal. Things would, however, change if Putin did invade – or if he tried to absorb 
Kharkov as well. That said, annexation of Crimea is now a foregone conclusion; some kind of 
protectorate status is also possible. 
 
As for sanctions, the speakers made a number of points: 
 

- Relations between Russia and Germany are very close – and very good. Both major 
parties in Germany are committed to closer economic links. Germany‟s mittelstand 
has made investments all over Russia. 

- US trade with Russia is just one-eighth that of the EU. Even so, companies like Boeing 
have made enormous commitments – and will fight hard against any serious 
sanctions. Plus, to my amazement, it turns out there are 100,000 Americans in 
Moscow (and 40,000 in St. Petersburg). 

- The crisis is undoubtedly pushing Russia and China closer together. China has 
already discounted sanctions as “a waste of time”. Rosneft has a $50 billion gas deal 
with China, and links (through the SCO) can only grow closer. 

- The West is being a bit disingenuous about democracy, in that the OSCE ruled 
Ukraine‟s 2010 elections as fair and competitive – and in that it was the West that 
reneged on a political deal when Yanukovych quit. 

- Western investors have roughly three times as much money in Russian banks as 
Russians have in the West - which suggests that there may be a price to pay for 
sanctions. As a result, no one really took sanctions seriously. 

 
As for the Russian economy, the key factor is that, when Putin took over, GDP was around 
$200 billion; now it is $2 trillion. Yet, that is too dependent on hydrocarbons. But Russia‟s 
external indebtedness has also improved, and its ability to tap international debt markets is 
unimpaired. The catch is corruption and the rule of law – but, even here, the general feeling 
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was that Russia is no worse than other middle-income countries. That said, there is a sense 
that the country is becoming more „statist‟, and that the economic moment may slow – 
particularly if hydrocarbon prices fall. 
 

Andrew Hilton 


