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KEY POINTS

== Despite Russia’s public announcements
claiming its economy is successfully
adapting to the impact of the Western
sanctions, internal estimates made by
several Russian institutions confirm that
sanctions have already inflicted and will
continue to create losses of up to several
hundred billion USD to Russia’s economy.

== Russian estimates indicate that
between the years 2022 to 2025 Russia
was forced to spend additional 130 billion
USD to buy sanctioned Western goods. The
country’s own forecasts show that Western
restrictions might lead to at least 136 billion
USD in losses for Russia until 2030.

=== |n our assessment, Russian estimates
paint a rather optimistic picture, with the
actual impact of sanctions, including the
indirect impact, being several times larger
than the estimated numbers. Sanctions
increase, e.g., the cost of Russia’s import
and export logistics and prices of goods,
which further decrease the profitability of
Russian businesses and tax income for the
state.

== The very fact that Russia is accounting
for sanctions in its mid-term policy planning
indicates that Russia intends to continue

its aggressive foreign policy and there is

no plan for a normalization of the Western-
Russian relations.

== The West must be realistic about
their sanctions’ policy - in the short

term sanctions will not change Russia'’s
confrontational intent and activities,
however, in the long term they are among
the most effective tools to constrain
Russia’s ability to threaten the West.



RUSSIA INTERNALLY ACKNOWLEDGES
THAT WESTERN SANCTIONS ARE
HARMING RUSSIA AND FORCING IT TO
LOSE BILLIONS OF US DOLLARS

Although it is unlikely for Vladimir Putin’s
regime to openly speak of its own problems
and challenges, intelligence shows that
Russian institutions are creating internal
estimates on both the actual and potential
impact of the Western sanctions. Russian
institutions usually create such estimates to
assess specific trends in various economic
sectors.

Some of these estimates confirm that
Russia’'s economy has already been
significantly hurt by the sanctions.

== After Russia’s invasion of Ukraine
Russia has lost approximately 130 billion
USD (32.5 billion USD annually) in order to
buy sanctioned Western goods that were
much cheaper for Russia to buy directly from
the West before the war. This estimate does
not account for cases, in which Russia was
not able to find a substitute for the particular
Western good.

== Due to sanctions several Russian
economic sectors have lost significant
export markets in the West, and Russia
has not been able to find alternative
markets even by 2026. For example, the
comparison of 2021 and 2025 export data
shows that Russia’s export of iron ores has
been reduced by 40%, iron and steel by 20%,
chemical products by 35%, while timber and
cellulose by even around 50%. Contrary to
Russia’s public claims, internal forecasts by
Russian institutions indicate that Russia will
not be able to substitute the lost markets
even over the next 5 years.
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RUSSIAN ESTIMATES ON LOSSES OF THE EXPORT OF
SEVERAL RUSSIAN GOODS (COMPARISON BETWEEN EXPORT
DATA OF 2021 AND 2025, IN MILLION TONNES)
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RUSSIAN ESTIMATES ON POTENTIAL LOSSES FOR ITS
FOREIGN TRADE DUE TO VARIOUS RISKS BETWEEN
2026 TO 2030

=== Projected import losses in
billion USD
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Russia estimates its foreign trade losses to reach
175.5 billion USD by 2030

Intelligence indicates that Russia is both assessing the existing
losses and also attempting to predict future economic risks.
According to Russian estimates, by 2030, various risks, including
the Western restrictions, could reduce Russia’s foreign trade
by approximately 175.5 billion USD (approximately 35 billion USD
annually), which is around 5% of the overall volume of Russia's
current foreign trade. The estimates show that the largest risk

- loss of 136 billion USD - is caused by Western restrictions,
including direct sanctions on Russian businesses and industries,
secondary sanctions against Russia’s trade partners, embargo on
trade with Russia, as well as the US trade tariffs.
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According to intelligence, Russian
forecasts indicate that it could lose at
least 70 billion USD due to the trade
policies of European countries, if Europe
continues to refuse to trade with Russia,

by restricting both imports and exports.
Russia is also especially worried about
the Western pressure on its current trade
partners - secondary sanctions, tariffs

and other restrictions that hinder Russia’s
trade with non-Western countries, e.g.,
restrictions on the trade infrastructure
between Russia and its partners. Even
though Moscow does not talk about it
openly, the regime acknowledges that many
of its trade partners consider Russia a toxic
counterpart. Thus, the cautiousness of the
so-called “friendly countries” to develop
their economic relations with Russia is seen
by the Kremlin as one of the main factors
that amplifies its potential economic losses.

Although Russia’s own estimates already
confirm the current and potential losses
worth several billions of USD, SAB assesses
these estimates to be an undercount -
the losses are likely much higher. Such
estimates tend to include only the direct
effect of sanctions or calculate the losses
in specific sectors, instead of the entire
economic spectrum, not accounting for
indirect effects like reduced income from
taxation, increased prices for Russian
population, etc.

Another estimate by Russian institutions
shows that if the Western pressure
increases, over the next five years,

it will result into losses of around

216.5 billion USD for the energy sector
alone (approximately 43.3 billion USD

per year). Russian officials believe that
Russia will face such losses if the European
Union (EU) implements a full energy
embargo and countries like China, India and
Turkey diminish their imports of Russian oil
and gas. These estimated losses exceed
those foreseen by Russian institutions for
the foreign trade as a whole, which confirms
that the overall forecast must be regarded
as conservative.

The situation in the global markets can also
significantly influence potential risks for
Russian economy. Various trends can either
reduce or increase these risks. E.g., the
currently high oil and gas prices, caused by
the conflict in Iran and the Strait of Hormuz
crisis, provides Russia with additional
income from energy exports, thus widening
Russia’s fiscal space at least in the short-
term. However, it does not change the
structural problems that Russia’s economy
faces due to the war in Ukraine and
sanctions, and they will continue to create
losses and new risks for Russia’s economy in
the long term.




RUSSIAN OFFICIALS ARE AWARE OF
THE ECONOMIC PROBLEMS, BUT ARE
NOT ABLE TO INFLUENCE PUTIN’S
AGGRESSIVE FOREIGN POLICY
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Russia’s own economic estimates confirm that most people

within Putin’s regime, including high-level officials, are aware of
the significant economic problems the war in Ukraine and the
following sanctions have created for Russia and their impact on
the country’'s development in the long term. At the same time,
intelligence shows that, despite the existence of such estimates,
Russian institutions base their reports and assessments of the
economic situation on official propaganda narratives, likely to
present their own activities as more efficient. E.g., any report starts
with statements like “Russia’s economy is successfully overcoming
sanctions”, “Russia strengthens its role as one of the power
centres of the multipolar world”, “Russia has effectively re-oriented
its trade from the West to friendly countries”.

It is likely that that the main decision-maker in the Kremlin -
Vladimir Putin - receives biased information on Russia’s economic
developments, which emphasizes the narratives on successful
economic developments, without highlighting the problems
and risks that have been identified by Russian institutions. Such
reporting is highly likely strengthening Putin’s confidence that
sanctions’ impact is of secondary importance, especially in
comparison to his obsession with gaining control over Ukraine.
Therefore, Vladimir Putin is unlikely to change his aggressive
foreign policy course even in a scenario of aggravated
economic crisis in Russia.

Russian officials, responsible for economic policies, have accepted
that they are not able (or willing) to change the current situation,
and must, therefore, adapt their work to the conditions of ongoing
confrontation and sanctions. Russian institutions continue to
assess losses and potential risks to the country’s economy, but
they do not question the main cause for the economic problems -
the war in Ukraine. Instead, they continue to create various plans
for the modernisation and diversification of Russia’s economy,
knowing very well that Putin’s foreign and military policies will
remain the main obstacle for such plans to ever be realized.



WHAT DOES THIS MEAN FOR THE WEST?

Russia's own estimates prove that

Western sanctions and other economic
restrictions are an effective tool for
constraining Russia. They have significant
negative impact on Russia’s economy which
costs at least several hundred billion US

dollars. At the same time, the full potential
of the sanctions has not yet been realised,
they can be extended in order to stifle
Russia’s future economic opportunities.

3

However, the West has to be realistic in its expectations regarding
the sanctions. Sanctions alone will not change the confrontational
course of Putin’s regime or force Russia to stop its unjustified war
against Ukraine. They are, however, effective enough to reduce
the financial resources Russia needs to sustain its war effort and
military rearmament for new conflicts, including against NATO.
Sanctions alone cannot change Russia’s aggressive intent, but
they are already limiting its capabilities to actually realize this
intent.

Russia has been attempting to achieve the cancellation of the
Western sanctions through various channels, especially in the
context of the ongoing diplomatic negotiations on the possible
settlement for the war in Ukraine. SAB assesses that the lifting
of sanctions will significantly increase the threat posed by Russia
not only to Ukraine and Europe, but also globally. Even partial
easing of sanctions would provide Russia with additional
financial opportunities to accelerate the tempo of its military
rearmament, allocate resources for influence campaigns
around the world, and increase its support to hostile anti-
Western countries like Iran, North Korea, Venezuela and Cuba,
or finance paramilitary groups in Africa. Such developments would
increase the risk of destabilization in many regions around the
world. It is almost certain that, should the sanctions be lifted,
Russia will use the additional economic resources to strengthen
its confrontational strategy against the West, rather than solve
domestic problems or promote economic development.



Western sanctions cause significant
losses for Russia’s economy
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