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SUMMARY 
Outraged by Russia's illegal and unprovoked full-scale invasion of Ukraine in February 2022, 
European Union countries swiftly adopted unprecedentedly tough sanctions, in close cooperation 
with partners including the United States, the United Kingdom, Canada, Australia and Japan. The 
rapid succession of ten packages of EU sanctions adopted since then, in what has already been 
labelled a 'sanctions revolution', have resulted in an unparalleled set of measures targeting the key 
sectors of the Russian economy and the political elites. New sanctions have also been adopted 
against Belarus and Iran, in response to their involvement in Russia's war of aggression.  

The unprecedented nature of the sanctions imposed against Russia, in scale and scope, has created 
new implementation challenges, in particular for the EU. Member States and EU institutions have 
renewed efforts to make alignment truly global, and to close loopholes to prevent circumvention. 
In November 2022, the violation of 'restrictive measures' (sanctions) was added to the list of 'EU 
crimes' included in the Treaties.  

Despite the challenges, analysts consider that sanctions have already met three important 
objectives: they have sent the Kremlin a strong signal of Western resolve and unity, they have 
permanently degraded Russia's military capabilities, and they are asphyxiating its economy and 
energy sector, with long-term consequences. However, most experts warn that the impact of 
sanctions will not be severe enough to limit Russia's ability to wage war against Ukraine in 2023. The 
non-alignment of a significant number of countries has also evidenced divergent global perceptions 
of the stakes and priorities ahead.  

Since Russia's illegal annexation of Crimea and Sevastopol in 2014, the European Parliament has 
been a vocal advocate of severe sanctions. Parliament has unequivocally condemned Russia's 
unjustified aggression against Ukraine, and has since demanded broader and better-enforced 
sanctions, including a secondary sanctions mechanism, as well as the confiscation of Russian assets 
frozen by the EU to pay for Ukraine's reconstruction. On 23 November 2022, Parliament adopted a 
resolution recognising Russia as a state sponsor of terrorism.  
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EU sanctions on Russia: State of play 
Figure 1 – Timeline of EU sanctions 

 
Source: EPRS. 

The first set of EU sanctions ('restrictive measures') against Russia were adopted in March 2014, 
following Russia's illegal annexation of Crimea and Sevastopol, and its support for a separatist 
insurgency in eastern Ukraine. These signalled the start of a major review of EU policy towards 
Russia. Russia's behaviour during the August 2008 Russia-Georgia war had previously been 
condemned in statements and resolutions, but did not trigger sanctions, despite Georgia's request 
for smart sanctions. Initially, the 2014 EU sanctions against Russia included individual sanctions 
(asset freezes and visa bans), targeted at members of the Russian elite, Ukrainian separatists, and 
organisations associated with them, and diplomatic sanctions, entailing the formal suspension of 
EU-Russia summits and negotiations on the new EU-Russia cooperation agreement, as well as the 
suspension of Russia from the G8. Broader economic sanctions against Russia followed later, with 
the first restrictions on trade with Crimea, and sectoral sanctions concerning the arms trade, energy 
and financial cooperation with Russia. In addition to these Ukraine-related sanctions (classified as 
'geographical' sanctions), the EU has adopted three global ('thematic') sanctions programmes 
since 2018: on chemical weapons (2018), cyber-attacks (2020) and human rights abuses (2020, partly 
modelled after the 2016 US Global Magnitsky Act. These impose visa bans, asset freezes and financial 

https://www.europarl.europa.eu/thinktank/en/document/EPRS_IDA(2022)698930
https://www.consilium.europa.eu/en/meetings/fac/2014/03/17/
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2016)589857
https://ecfr.eu/article/commentary_ivan_krastev_on_georgia/
https://data.consilium.europa.eu/doc/document/ST%2012594%202008%20INIT/EN/pdf
https://www.europarl.europa.eu/doceo/document/TA-6-2008-0396_EN.html
https://www.reuters.com/article/us-georgia-ossetia-eu-pm-idUSLV20565520080831
https://www.consilium.europa.eu/media/29285/141372.pdf
https://eur-lex.europa.eu/EN/legal-content/summary/eu-russia-partnership-and-cooperation-agreement.html
https://ambwashingtondc.esteri.it/ambasciata_washington/en/sala-stampa/dall_ambasciata/2014/03/g7.html
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02018D1544-20201015
file://EPRSBRUSNVF01/users$/acaprile/Documents/01_XPOL/Russia/Sanctions/Briefing%20AC_AD/Adopted
https://www.europarl.europa.eu/RegData/etudes/BRIE/2020/659402/EPRS_BRI(2020)659402_EN.pdf
https://home.treasury.gov/system/files/126/glomag_pl_114-328.pdf
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restrictions on individuals and entities from all over the world. Although global in scope, all three 
were inspired by Russian activities, and many of those on the lists are from Russia. 

Russia's illegal and unprovoked full-scale invasion of Ukraine 
was immediately met with a new set of EU sanctions, meant to 
be unprecedented in scale and nature, and coordinated with 
global partners (see below). In what is already labelled a 
'sanctions revolution', EU Member States have adopted ten 
sanctions packages in swift succession, with the tenth 
package marking one year since the start of the war. Each 
package has incrementally amended and broadened the 
scope of sanctions regimes adopted from 2014 onwards, with 
the addition of a new regime banning imports of goods 
originating in the illegally annexed territories of Donetsk, 
Luhansk, Kherson and Zaporizhzhia to the EU (Table 1). 

In addition to individual and economic sanctions, a number of 
subsequent diplomatic sanctions have been imposed, 
including the suspension of visa facilitation between the EU 
and Russia. Together with other World Trade Organization 
(WTO) members, the EU agreed to deny most-favoured-nation 
treatment for Russian products and services on EU markets. 
Beyond Russia, the EU has also adopted additional sanctions 

against Belarus, in response to its involvement in the invasion of Ukraine, and Iran, in relation to the 
use of Iranian drones in the Russian aggression against Ukraine. 

The cumulative effect of successive waves of EU sanctions since February 2022, constituting an 
exponential escalation of the 2014 sanctions previously in place, is intended to weaken Russia's 
economic base and curtail its ability to wage war. It also intends to hamper Russia's access to military 
technologies and components, whilst targeting political and economic elites to undermine their 
support for the regime. Sanctions set by the EU to date include (non-exhaustive list): 

 Targeted sanctions: asset freezing (€21.5 billion in the EU so far) and travel bans, targeting 
primarily Russian officials, elites and propagandists, including Russian President 
Vladimir Putin and commanders of the Wagner group, as well as associated entities;  

 Blocking access to Russia's Central bank reserve holdings (€300 billion); 
 Banning transactions with certain Russian state-owned military-industrial enterprises;  
 Disconnecting ten leading Russian financial institutions, including Sberbank, Russia's largest 

bank, from the SWIFT international financial messaging system; 
 Prohibiting export to Russia (including transit) of dual-use goods/technology, drone engines, 

arms, civilian firearms, ammunition, military vehicles, paramilitary equipment; 
 Banning certain exports in the aviation, maritime, and technology sectors (e.g., 

semiconductors) and the export of luxury goods to Russia; 
 Closing EU airspace, seaports, and roads to Russian aircraft, vessels, and transport operators, 

respectively;  
 Suspending the broadcasting activities of several Russian state-owned media outlets; 
 Banning imports from Russia of coal and of crude oil and petroleum products, phased and 

with limited exceptions; 
 Imposing a price cap on Russian crude oil and petroleum products exported to third 

countries, banning the provision of maritime transport, insurance and other assistance 
services for the transport of products sold above the cap (G7 oil price cap); 

 Prohibiting exports to Russia of goods and technologies in the oil-refining sector and 
prohibiting new investments in the Russian energy and mining sector; 

 Applying restrictions on Russian nationals holding any position on the governing bodies of 
EU critical infrastructures and entities. 

2022/2023 EU sanctions on 
Russia 

1st package – 23 February 2022 

2nd package – 25 February 2022 

3rd package – 28 February 2022 

4th package – 15 March 2022 

5th package – 8 April 2022 

6th package – 3 June 2022 

7th package – 21-22 July 2022 

8th package – 6 October 2022 

9th package – 16 December 2022 

10th package – 25th February 2023 

Source: Council timeline 

 
 
 
 
 
 

 

https://www.consilium.europa.eu/en/policies/sanctions/restrictive-measures-against-russia-over-ukraine/
https://www.europarl.europa.eu/cmsdata/259033/Portela%20and%20Kluge%202022%20Brief_11_Sanctions%20(002).pdf
https://www.consilium.europa.eu/en/policies/sanctions/restrictive-measures-against-russia-over-ukraine/history-restrictive-measures-against-russia-over-ukraine/
https://www.consilium.europa.eu/en/press/press-releases/2023/02/25/one-year-of-russia-s-full-scale-invasion-and-war-of-aggression-against-ukraine-eu-adopts-its-10th-package-of-economic-and-individual-sanctions/
https://www.consilium.europa.eu/en/press/press-releases/2022/09/09/council-adopts-full-suspension-of-visa-facilitation-with-russia/
https://ec.europa.eu/commission/presscorner/detail/en/ip_22_1761
https://ec.europa.eu/commission/presscorner/detail/en/ip_22_1761
https://www.consilium.europa.eu/en/policies/sanctions/restrictive-measures-against-belarus/
https://www.consilium.europa.eu/en/policies/sanctions/iran/
https://www.consilium.europa.eu/en/infographics/eu-sanctions-against-russia-over-ukraine/
https://www.consilium.europa.eu/en/infographics/impact-sanctions-russian-economy/
https://www.consilium.europa.eu/en/policies/sanctions/restrictive-measures-against-russia-over-ukraine/
https://www.consilium.europa.eu/en/policies/sanctions/restrictive-measures-against-russia-over-ukraine/sanctions-against-russia-explained/
https://www.consilium.europa.eu/en/policies/sanctions/restrictive-measures-against-russia-over-ukraine/sanctions-against-russia-explained/
https://ec.europa.eu/commission/presscorner/detail/en/ip_22_1761
https://www.consilium.europa.eu/en/press/press-releases/2022/03/02/russia-s-military-aggression-against-ukraine-eu-bans-certain-russian-banks-from-swift-system-and-introduces-further-restrictions/
https://www.consilium.europa.eu/en/press/press-releases/2022/12/16/russia-s-war-of-aggression-against-ukraine-eu-adopts-9th-package-of-economic-and-individual-sanctions/
https://www.consilium.europa.eu/en/press/press-releases/2023/02/25/one-year-of-russia-s-full-scale-invasion-and-war-of-aggression-against-ukraine-eu-adopts-its-10th-package-of-economic-and-individual-sanctions/
https://ec.europa.eu/commission/presscorner/detail/en/qanda_22_1776
https://ec.europa.eu/commission/presscorner/detail/en/statement_22_1441
https://www.consilium.europa.eu/en/policies/sanctions/restrictive-measures-against-russia-over-ukraine/sanctions-against-russia-explained/
https://www.consilium.europa.eu/en/press/press-releases/2022/04/08/eu-adopts-fifth-round-of-sanctions-against-russia-over-its-military-aggression-against-ukraine/
https://ec.europa.eu/commission/presscorner/detail/en/qanda_22_2823
https://www.consilium.europa.eu/en/press/press-releases/2023/02/04/eu-agrees-on-level-of-price-caps-for-russian-petroleum-products/
https://finance.ec.europa.eu/system/files/2022-12/faqs-sanctions-russia-insurance_en.pdf
https://www.consilium.europa.eu/en/press/press-releases/2023/02/25/one-year-of-russia-s-full-scale-invasion-and-war-of-aggression-against-ukraine-eu-adopts-its-10th-package-of-economic-and-individual-sanctions/
https://www.consilium.europa.eu/en/press/press-releases/2022/02/23/russian-recognition-of-the-non-government-controlled-areas-of-the-donetsk-and-luhansk-oblasts-of-ukraine-as-independent-entities-eu-adopts-package-of-sanctions/
https://www.consilium.europa.eu/en/press/press-releases/2022/02/25/russia-s-military-aggression-against-ukraine-eu-imposes-sanctions-against-president-putin-and-foreign-minister-lavrov-and-adopts-wide-ranging-individual-and-economic-sanctions/
https://www.consilium.europa.eu/en/press/press-releases/2022/02/28/russia-s-military-aggression-against-ukraine-council-imposes-sanctions-on-26-persons-and-one-entity/
https://www.consilium.europa.eu/en/press/press-releases/2022/03/15/russia-s-military-aggression-against-ukraine-fourth-eu-package-of-sectoral-and-individual-measures/
https://www.consilium.europa.eu/en/press/press-releases/2022/04/08/eu-adopts-fifth-round-of-sanctions-against-russia-over-its-military-aggression-against-ukraine/
https://www.consilium.europa.eu/en/press/press-releases/2022/06/03/russia-s-aggression-against-ukraine-eu-adopts-sixth-package-of-sanctions/
https://www.consilium.europa.eu/en/press/press-releases/2022/07/21/russia-s-aggression-against-ukraine-eu-adopts-maintenance-and-alignment-package/
https://www.consilium.europa.eu/en/press/press-releases/2022/07/22/russia-s-aggression-against-ukraine-the-eu-targets-additional-54-individuals-and-10-entities/
https://www.consilium.europa.eu/en/press/press-releases/2022/10/06/eu-adopts-its-latest-package-of-sanctions-against-russia-over-the-illegal-annexation-of-ukraine-s-donetsk-luhansk-zaporizhzhia-and-kherson-regions/
https://www.consilium.europa.eu/en/press/press-releases/2022/12/16/russia-s-war-of-aggression-against-ukraine-eu-adopts-9th-package-of-economic-and-individual-sanctions/
https://www.consilium.europa.eu/en/press/press-releases/2023/02/25/one-year-of-russia-s-full-scale-invasion-and-war-of-aggression-against-ukraine-eu-adopts-its-10th-package-of-economic-and-individual-sanctions/
https://www.consilium.europa.eu/en/policies/sanctions/restrictive-measures-against-russia-over-ukraine/history-restrictive-measures-against-russia-over-ukraine/
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Table 1 – Overview of EU sanctions against Russia 

Russian activity 
targeted by 

sanctions 

Type of 
sanction* Legal basis** Date initially 

adopted Renewal*** Scope  

Violations of 
Ukrainian 
sovereignty 

Individual; 
geographical 

Council Decision 
2014/145/CFSP;  
Council Regulation (EU) 
269/2014  
as amended on 25.02.23 

17.03.2014 

Every six 
months (next 
due: 
15.03.2023) 

1 499 individuals  
208 entities 

Violations of 
Ukrainian 
sovereignty 

Economic; 
geographical 

Council Decision 
2014/512/CFSP; is  
Council Regulation (EU) 
833/2014 

31.07.2014 

Every six 
months (next 
due: 
31.07.2023) 

Finance, transport, 
defence, energy, 
technology, export-
import restrictions 

Violations of 
Ukrainian 
sovereignty 
(Crimea) 

Economic; 
geographical 

Council Decision 
2014/386/CFSP;  
Council Regulation (EU) 
692/2014 

23.06.2014 

Every 
12 months 
(next due: 
23.06.2023) 

Trade and financial 
restrictions  

Violations of 
Ukrainian 
sovereignty 
(Donetsk, Kherson, 
Luhansk and 
Zaporizhzhia) 

Economic; 
geographical 

Council Decision 
2022/266/CFSP  
Council Regulation (EU) 
2022/263 

23.02.2022 
Every 
12 months: 
24.02.2023 

Trade and financial 
restrictions 

Chemical weapons Individual; 
thematic 

Council Decision (CFSP) 
2018/1544; Council 
Regulation (EU) 
2018/1542 

15.10.2018 

Every 
12 months 
(next due: 
October 2022) 

Russia: 18 individuals, 
1 entity; world: 
7 individuals, 
2 entities 

Cyber attacks Individual; 
thematic 

Council Decision (CFSP) 
2019/797; Council 
Regulation (EU) 
2019/796 

17.05.2019 

Every 
12 months 
(next due: 
May 2022) 

Russia: 6 individuals, 
2 entities; world: 
8 individuals, 
4 entities 

Human rights 
abuses 

Individual; 
thematic 

Council Decision (CFSP) 
2020/1999; Council 
Regulation (EU) 
2020/1998 

7.12.2020 
Every 
12 months  
December 2023 

Russia: 18 individuals, 
8 entities (Wagner 
group & associated); 
world: 8 individuals, 
4 entities 

Data source: EU sanctions map (as of 25 February 2023). 

* Individual/economic/thematic/geographical. Individual sanctions (sometimes referred to as 'targeted' sanctions) 
concern individual persons and entities, and take the form of visa bans, asset freezes and financial restrictions, whereas 
economic sanctions concern entire sectors or the economy as a whole. Thematic (global) sanctions concern particular 
types of behaviour, regardless of location, as opposed to geographical sanctions.  

** Restrictive measures (sanctions) are adopted within the EU's common foreign and security policy: under Article 29 TEU, 
the Council takes decisions to adopt, renew or lift sanctions regimes by unanimity, on the basis of proposals from the High 
Representative of the Union for Foreign Affairs and Security Policy. The economic and financial aspects of such decisions 
(e.g. import/export restrictions and freezing of assets) are implemented by regulations adopted by the Council on the 
basis of Article 215 TFEU, by qualified majority, upon a joint proposal by the High Representative and the European 
Commission. The Council decision and Council regulation are therefore adopted simultaneously.  

*** The renewal period for EU sanctions regimes ranges from six to twelve months. Since February 2022, a number of EU 
Member States and the European Parliament have demanded the renewal period for all sanctions regimes applicable to 
Russia to be extended to twelve months, to limit negotiation delays. Hungary has so far opposed the change.  

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014D0145-20230208
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014R0269-20221216
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L:2023:059I:TOC
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014D0512-20230205
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014R0833-20230205
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014D0386-20220622
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02014R0692-20221006
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02022D0266-20221007
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02022R0263-20221007
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02018D1544-20221114
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02018R1542-20221114
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02018R1542-20221114
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02019D0797-20220518
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02019R0796-20220413
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02019R0796-20220413
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02020D1999-20230225
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02020R1998-20221207
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02020R1998-20221207
https://www.sanctionsmap.eu/#/main
https://eur-lex.europa.eu/EN/legal-content/glossary/restrictive-measures-sanctions.html
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:12016M029
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:12016E215
https://www.politico.eu/newsletter/brussels-playbook/borrell-sets-record-straight-sanctions-enforcement-us-intel-on-china-weapons/
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How do the oil cap and oil embargo work? 
Energy (i.e. oil, gas, coal and nuclear) is an important part of the Russian economy. Following the 
comprehensive sanctions and the departure of several western companies from Russia in 2022, the 
Russian economy's reliance on its energy sector exports has increased even further.  

Oil provides almost half of Russia's budget revenues. At the same 
time, the price of Urals oil has fluctuated significantly in recent 
years: between September 2020 and November 2021, oil prices 
hovered around US$40-$45/barrel (bbl), rising steadily afterwards, 
to exceed US$90/bbl by mid-February 2022. The Russian invasion 
of Ukraine and considerations of an oil embargo contributed to a 
brief spike above US$120/bbl by the end of March 2022, before 
falling back to US$90/bbl. In April to August 2022, the average 
export oil price was US$79/bbl. As a result, Russian oil export 
earnings reached US$218 billion in 2022, according to Russian 
government estimates. 

In December 2021, before Russia invaded Ukraine, it was exporting 
7.8 million barrels per day of all petroleum types, of which 5 million 
barrels were crude oil and the rest refined products – volumes similar to those before the COVID-19 
pandemic. Of those, approximately one-third (around 2.4 million barrels/day) were sold to Europe, 
the largest buyer of Russian oil. 

In June 2022, in the sixth package of sanctions, the EU introduced a phased ban on the purchase, 
import or transfer of crude oil (effective from 5 December 2022) and other refined petroleum 
products (effective as of 5 February 2023), with limited exceptions. 

This resulted in a reduction in EU imports of about 1 million barrels/day, (with remaining imports 
equalling around 1.2 million barrels of seaborne crude and 0.8 million of pipeline crude, mainly due 
to embargo exceptions afforded certain EU Member States), meaning around 10 % of total EU oil 
demand. However, while the embargo reduces purchases from an important buyer of Russian oil 
customer, Russia can find other buyers (e.g. China, India) and continue selling (and profiting from) 
as much oil as before.  

Russian oil supply is also an important part of the global oil market, which is, and is projected to 
remain, tight. This is due both to the Organization of the Petroleum Exporting Countries (OPEC+) 
deciding to reduce output targets by 2 million bbls (MMbbls) per day from November 2022 until the 
end of 2023, and to the fact that most of the OPEC+ members are producing below their production 
targets. As a result, attempting to cut off Russian oil supplies altogether, could have restricted 
supplies, increasing global oil prices, which in an international economy context characterised by 
inflation and the threat of a global recession, would affect negatively the EU and other countries. 

On 6 October 2022, in the eighth package of sanctions, the Council adopted a decision prohibiting 
the maritime transport of Russian crude oil (as of 5 December 2022) and petroleum products (as of 
5 February 2023) to third countries and the related provision of technical assistance, brokering 
services or financing or financial assistance. In applying the decision adopted in the eighth package 
of sanctions, on 3 December 2022, the Council decided to set an oil price cap for crude oil and 
petroleum oils and oils obtained from bituminous minerals, which originate in or are exported from 
Russia, at US$60/bbl. The level of the cap was established in close cooperation with the G7 'Price 
Cap Coalition' (the EU, the US, the UK, Canada, Japan, and Australia), and applies from 
5 December 2022. The mechanism's functioning will be reviewed every two months, to respond to 
developments in the market, and will be set at least 5 % below the average market price for Russian 
oil and petroleum products. The decision introduced a 45-day transition period and allowed for 
further 90-day transition periods after every change in the price cap. The objectives of the price cap 

Oil extracted worldwide is not 
uniform in quality and, 
consequently, in price. The 
Brent crude oil type is the 
standard used for pricing oils 
with a similar composition to 
that extracted from the North 
Sea. Urals brand oil is a mixture 
of oil extracted in the Khanty-
Mansiisk Autonomous Area and 
Tatarstan. Urals oil is considered 
to be of poorer quality than 
Brent and is sold at a discount. 

https://kse.ua/selfsanctions-kse-institute/
https://www.4freerussia.org/wp-content/uploads/sites/3/2022/11/sanctions-web.pdf
https://www.nytimes.com/2023/02/07/business/russia-oil-embargo.html#:%7E:text=For%20all%20of%202022%2C%20Russia,the%20world%27s%20main%20energy%20consumers.
https://dailybrief.oxan.com/Analysis/DB272296
https://www.consilium.europa.eu/en/press/press-releases/2022/06/03/russia-s-aggression-against-ukraine-eu-adopts-sixth-package-of-sanctions/
https://www.energypolicy.columbia.edu/russian-sanctions-and-oil-price-cap
https://www.europarl.europa.eu/RegData/etudes/BRIE/2023/739362/EPRS_BRI(2023)739362_EN.pdf
https://think.ing.com/articles/hold-energy-outlook-2023-oil-gas-and-power-markets-remain-tight-in-2023
https://www.theguardian.com/world/2022/dec/02/eu-states-agree-60-a-barrel-cap-on-russian-oil-after-polish-green-light
https://www.consilium.europa.eu/en/press/press-releases/2022/10/06/eu-adopts-its-latest-package-of-sanctions-against-russia-over-the-illegal-annexation-of-ukraine-s-donetsk-luhansk-zaporizhzhia-and-kherson-regions/
https://www.consilium.europa.eu/en/press/press-releases/2022/12/03/russian-oil-eu-agrees-on-level-of-price-cap/
https://www.gov.uk/government/news/uk-and-coalition-partners-announce-price-caps-on-russian-oil-products#:%7E:text=The%20Price%20Cap%20Coalition%20of,will%20be%20capped%20at%20%2445.
https://www.gov.uk/government/news/uk-and-coalition-partners-announce-price-caps-on-russian-oil-products#:%7E:text=The%20Price%20Cap%20Coalition%20of,will%20be%20capped%20at%20%2445.
https://www.bnm.md/en/content/oil-brands-price-differences-and-influencing-factors-0
https://www.bnm.md/en/content/oil-brands-price-differences-and-influencing-factors-0
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are: 1) to reduce Russia's oil revenue (see above), even when it sells to other buyers (e.g. China) and 
2) to avoid a widespread increase in global oil prices. 

To implement the price cap, the parties attempt to 
use their dominance in particular services, i.e. US 
financial services, British shipping insurance, or 
Greek shipping services, which play a globally 
important role in oil deliveries. The implementation 
therefore takes place by establishing a buyers' or 
service providers' cartel and conditioning the 
purchase of Russian oil at below US$60/bbl.  

On 4 February 2023, the Council decided to set two 
additional price caps, this time for petroleum 
products. Those products fall in two categories. The 
first includes products trading at a discount to 
crude oil (e.g. fuel oil). The cap for those products is 
set at US$45/bbl. The second category includes 
petroleum products traded at a premium to crude, 
such as gasoline, jet fuel and diesel. The cap for 
those products is set at US$100/bbl. The comments 
below also hold for these two, new, caps. 

At the same time, Russia did not remain idle. Given that the cap and ban were in negotiation since 
April 2022, but only applied later in the year, Russia had time to take action to overcome these 
obstacles. It has acquired about 100 old tankers, destined to be scrapped, to ship its oil without 
going through EU intermediaries, and the Russian government has engaged in providing sovereign 
insurance, to bypass UK shipping insurance companies. At the same time, this tanker build-up has 
been slow and the Russian government insuring shipments while the country's economy suffers 
from the impact of international sanctions is not without risk. Another unknown is the size of oil 
smuggling by 'ghost ships'. The next months will provide an acid test of whether the cap is working. 

For the policy to be judged a success, it will need to cut Russia's oil revenue significantly. There are 
already two indications that this is happening. Brent prices dropped below US$80/bbl in early 
December 2022 and remained just below that level in January 2023. In December 2022, the average 
price of Urals oil (which had already been trading at a significant discount to Brent since the invasion 
of Ukraine), was US$50.47/bbl, while in early January 2023, it was trading below US$40/bbl at the 
Baltic port of Primorsk. Freight costs have also increased more than fivefold for Russian companies 
since the beginning of 2022, diminishing profit margins for Russian companies. Early data indicate 
that the EU ban on crude oil imports and the oil price cap are costing Russia around €160 million per 
day (expected to rise to €280 million per day under the additional measures). If the measures remain 
efficient and are not circumvented, this will be a major indication that the policy is working.  

To the contrary, the policy would fail if the cap causes an increase in global oil prices, something 
that could happen if traders, insurers, or shipping firms refuse to deal with Russian oil, even if it is 
sold for a price below US$60/bbl. The result could be a major fall in Russian oil available on the global 
market, which could increase prices for everyone. The policy will also fail if Russia's revenues from 
oil sales remain elevated. This could happen in several ways. The first is straightforward and involves 
under-compliance by countries and/or companies abiding with the ban in principle. Another would 
involve the reconfiguration of supply chains for the sale of Russian oil to third countries that does 
not involve the use of services provided by the cap coalition (i.e. trading, commodities brokering, 
financing, shipping, insurance, flagging, and customs brokering). 

A further possibility for failure involves third countries with significant refining production and large 
domestic demand (i.e. Türkiye, India, or China), purchasing Russian oil products for their domestic 
markets, then exporting domestically-refined products based on Russian imports to the EU or the 

Figure 2 – US$60 price cap and effect 

 

Source: Neste worldwide, 2022. 

 

https://www.reuters.com/business/energy/why-russian-oil-price-cap-is-easier-said-than-done-2022-06-28/
https://www.energypolicy.columbia.edu/research/qa/how-price-cap-russian-oil-will-work-practice
https://www.consilium.europa.eu/en/press/press-releases/2023/02/04/eu-agrees-on-level-of-price-caps-for-russian-petroleum-products/
https://www.consilium.europa.eu/en/press/press-releases/2023/02/04/eu-agrees-on-level-of-price-caps-for-russian-petroleum-products/
https://viewpoint.eiu.com/analysis/article/902759473?utm_source=mkt-newsletter&utm_medium=email&utm_campaign=Intelligence-today-13/02/2023&utm_term=read-more&utm_content=anchor-3&mkt_tok=NzUzLVJJUS00MzgAAAGJ6IvLOcj_yTsgThKkBJw8He7SnrD2uuc9VbM-6egIDOZFRs0FrLYWQVRqALQL06aEAovw24DpINpcy6sofzh2IkuYT_ok_PSIXU13UD6uD1J4
https://www.ft.com/content/23b4e2c2-33a0-480b-9a07-47a4cf434349
https://www.europarl.europa.eu/news/en/press-room/20220401IPR26524/meps-demand-full-embargo-on-russian-imports-of-oil-coal-nuclear-fuel-and-gas
https://www.csis.org/analysis/progress-report-eu-embargo-and-russian-oil-price-cap
https://foreignpolicy.com/2022/11/23/how-greek-companies-and-ghost-ships-are-helping-russia/#:%7E:text=Vessels%20from%20Greece%20and%20phantom,about%20to%20get%20more%20difficult.&text=By%20Elisabeth%20Braw%2C%20a%20columnist,at%20the%20American%20Enterprise%20Institute.
https://www.energypolicy.columbia.edu/research/qa/what-success-or-failure-would-look-price-cap-russian-oil
https://www.csis.org/analysis/progress-report-eu-embargo-and-russian-oil-price-cap
https://www.barrons.com/articles/brent-oil-price-falls-51670364277
https://minfin.gov.ru/ru/press-center?id_4=38328-o_srednei_tsene_na_neft_marki_urals
https://minfin.gov.ru/ru/press-center?id_4=38328-o_srednei_tsene_na_neft_marki_urals
https://www.bloomberg.com/news/articles/2023-01-09/russia-s-flagship-oil-is-trading-at-half-global-prices-with-tiny-pool-of-buyers?sref=B2BBHw9t
https://energyandcleanair.org/wp/wp-content/uploads/2023/01/CREA_Press-release_EU-oil-ban-and-price-cap-are-costing-Russia-EUR-160-mn_day-but-further-steps-can-multiply-the-impact.pdf
https://www.energypolicy.columbia.edu/publications/what-success-or-failure-would-look-price-cap-russian-oil/
https://viewpoint.eiu.com/analysis/article/902759473?utm_source=mkt-newsletter&utm_medium=email&utm_campaign=Intelligence-today-13/02/2023&utm_term=read-more&utm_content=anchor-3&mkt_tok=NzUzLVJJUS00MzgAAAGJ6IvLOcj_yTsgThKkBJw8He7SnrD2uuc9VbM-6egIDOZFRs0FrLYWQVRqALQL06aEAovw24DpINpcy6sofzh2IkuYT_ok_PSIXU13UD6uD1J4
https://energy.economictimes.indiatimes.com/news/oil-and-gas/russian-oil-exports-to-india-may-hit-new-highs-as-interest-grows/97350688?redirect=1
https://www.neste.com/investors/market-data/urals-brent-price-difference
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US (something that has already started happening – although it remains to be seen whether it will 
continue, with the February 2023 cap on refined products). Lastly, the policy could fail if Russia fights 
the price cap by lowering its volume of exports. Russian officials have repeatedly said they will not 
accept a price cap, and have threatened to stop working with anyone abiding by the cap, even if 
that means reducing oil production, thereby taking an economic hit. Following through on their 
threat, Russia announced, in early February 2023, a cut in oil production of 500 000/bbl per day 
(around 5 % of output) from March 202. The aim behind this 'nuclear option' is to increase prices. It 
remains to be seen how this policy will play out, however, especially if third countries, such as India 
or China (which have profited from the low prices despite Western sanctions), do not agree. 

Sanction effectiveness: Alignment and enforcement  
A series of reports have evidenced the porosity and enforcement inconsistency of EU sanctions, 
prompting calls to tighten them, close loopholes and avoid circumvention. Sanction effectiveness – 
assuming they are correctly designed – is determined by two concomitant factors: the degree of 
multilateral alignment around them, and the efficacy of their enforcement.  

Alignment 
After Russia's full-scale invasion of Ukraine in February 2022, a number of like-minded countries, 
including the EU, the US, the UK, Canada, Japan (G7 countries), Australia, Singapore, South Korea, 
Taiwan, Norway and Switzerland, decided to impose some degree of sanctions against Russia. Russia 
is now the world's most sanctioned country, surpassing even North Korea. However, while the 
'sanctions coalition' countries represent over half the world's economy, two-thirds of the world's 
population live in neutral or Russia-leaning countries regarding the war in Ukraine. Key trading 
partners, such as remaining BRICS countries (Brazil, India, China, South Africa) or Türkiye, do not 
currently impose sanctions, nor do Russia's neighbours such as Armenia or Central Asian countries. 

As of today, sanctions against Russia are multilateral, but not global, which leaves ample room of 
manoeuvre to circumvent them via third country imports, direct or indirect re-export, or false transit. 
Significantly, Russia's exports to Brazil, China, India, and Türkiye increased by at least 50 % since the 
2022 war began, relative to the previous year, while Turkish exports to Russia grew 46 % in the six 
months after the imposition of sanctions. In parallel, the United Arab Emirates has so far remained a 
safe haven for Russian businesspersons or officials otherwise sanctioned by the West. On the other 
hand, Kazakhstan, the biggest country in Central Asia and so far considered a Russian ally in the 
region, has recently adopted two potentially significant decisions: tightening visa requirements for 
Russian citizens and closing its trade mission in Russia.  

The EU has stepped up its 'sanctions diplomacy' with the nomination of David O'Sullivan as the first 
International Special Envoy for the Implementation of EU Sanctions, in charge of reaching out to 
third countries to address sanction circumvention and broaden the coalition, and to organise a 
Sanctions Coordinators Forum to strengthen international enforcement. 

EU candidate or potential candidate countries are automatically invited and expected to align with EU 
common foreign and security policy (CFSP), including on sanctions, but are not legally obliged to do so 
before accession. The EU can exercise political pressure, but cannot apply economic conditionality, since 
accession financial instruments (such as the Instrument for Pre-accession Assistance – IPA) are conditional 
on fundamental values (democracy, human rights and rule of law) and are not directly linked to a country's 
foreign policy positions. The degree of alignment amongst these countries ranges from the full alignment 
observed by Albania, North Macedonia and Montenegro, a complex and contradictory policy followed by 
Serbia, to the pursuit of an autonomous foreign policy by Türkiye, which has neither aligned with EU 
restrictive measures against Russia since 2014, nor with any of the EU sanctions adopted in 2022. 

https://carnegieendowment.org/politika/88639
https://carnegieendowment.org/politika/88639
http://government.ru/news/47233/
https://www.reuters.com/business/energy/russia-cut-oil-output-by-500000-bpd-march-2023-02-10/
https://www.aljazeera.com/economy/2023/2/24/how-china-and-indias-appetite-for-oil-and-gas-kept-russia-afloat
https://globalinvestigationsreview.com/guide/the-guide-sanctions/third-edition/article/eu-sanctions-enforcement
https://dgap.org/en/research/publications/strict-and-uniform-improving-eu-sanctions-enforcement
https://www.weforum.org/agenda/2022/03/what-do-sanctions-help-achieve-an-expert-explains/
https://www.foreignaffairs.com/russian-federation/americas-new-sanctions-strategy
https://www.europarl.europa.eu/RegData/etudes/BRIE/2023/739358/EPRS_BRI(2023)739358_EN.pdf
https://www.reuters.com/graphics/UKRAINE-CRISIS/SANCTIONS/byvrjenzmve/
https://www.bloomberg.com/news/articles/2022-03-07/russia-surges-past-iran-to-become-world-s-most-sanctioned-nation
https://www.eiu.com/n/campaigns/russia-ukraine-outlook-2023/#mktoForm_anchor
https://impakter.com/brics-expansion-five-new-members-in-2023/
https://www.foreignaffairs.com/world/out-alignment-war-in-ukraine-non-western-powers-shivshankar-menon?utm_medium=newsletters&utm_source=twofa&utm_campaign=What%20Russia%20Got%20Wrong&utm_content=20230210&utm_term=FA%20This%20Week%20-%20112017
https://www.epc.eu/en/Publications/Strengthening-the-impact-of-EU-sanctions-against-Russian-aggression-in%7E4be1c8
https://sgp.fas.org/crs/row/IF12092.pdf
file://EPRSBRUSNVF01/users$/acaprile/Documents/01_XPOL/Russia/Sanctions/Briefing%20AC_AD/grew%2046%20per%20cent
https://www.nytimes.com/2022/03/09/us/russian-oligarchs-sanctions-dubai.html
https://intellinews.com/kazakhstan-closing-loophole-permitting-russians-escaping-ukraine-war-call-up-to-stay-indefinitely-267225/?source=kazakhstan
https://www.euractiv.com/section/central-asia/news/kazakhstan-closes-trade-mission-in-russia-during-pm-mishustins-visit/
https://ireland.representation.ec.europa.eu/news-and-events/news/eu-appoints-david-osullivan-international-special-envoy-implementation-eu-sanctions-2022-12-13_en
https://twitter.com/vonderleyen/status/1625808663259582464
https://neighbourhood-enlargement.ec.europa.eu/enlargement-policy_en
https://neighbourhood-enlargement.ec.europa.eu/enlargement-policy/overview-instrument-pre-accession-assistance_en#:%7E:text=The%20Instrument%20for%20Pre%2Daccession,and%20technical%20assistance%20since%202007.
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1529&from=EN
https://www.europarl.europa.eu/thinktank/en/document/EXPO_IDA(2022)639327
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52022SC0338
https://neighbourhood-enlargement.ec.europa.eu/enlargement-policy/turkiye_en
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EU enforcement  
Within the EU, implementation and enforcement of EU sanctions is primarily a Member State 
responsibility. The competent authorities in the Member States have to assess whether there has 
been a breach of the legislation and take adequate steps. The European Commission is responsible 
for ensuring, through monitoring, that the regulations imposing restrictive measures adopted 
under Article 215 TFEU are implemented and enforced by the Member States, and for coordinating 
Member States' action. It also supports individuals, businesses, humanitarian operators and Member 
States in their efforts to apply sanctions, by publishing guidance notes and best practices, and by 
answering questions of interpretation raised by national competent authorities. The Commission 
has also established an EU sanctions whistle-blower tool, to collect information about violations of 
EU sanctions from all possible sources, safeguarding their anonymity when requested. To fulfil its 
coordination role, the Commission set up the 'Freeze and Seize' Task Force, to ensure the efficient 
implementation of the EU sanctions against listed Russian and Belarusian oligarchs across the EU. 
The Task Force is composed of the Commission, national contact points from each Member State, 
Eurojust and Europol, as well as other EU agencies and bodies as necessary. It acts under four 
subgroups: 1) asset freezes and reporting; 2) exchange of best practices on criminal investigations 
and confiscation; 3) possible establishment of a Common Fund for the benefit of Ukraine; and 4) tax 
enforcement. The task force works alongside the newly established 'Russian Elites, Proxies, and 
Oligarchs (REPO)' Task Force, under which the EU cooperates with G7 countries and Australia. 

In November 2022, the Council adopted a decision to add the violation of restrictive measures 
(sanctions) to the list of areas of particularly serious crime ('EU crimes') under Article 83.1 TFEU. 
Shortly after, the Commission presented its proposal for a directive 'on the definition of criminal 
offences and penalties for the violation of Union restrictive measures', establishing harmonised 
minimum rules across the EU – a necessary step for implementing the above decision. The directive, 
currently in the adoption procedure, is seen by experts as a 'major milestone in the harmonization 
of EU sanctions enforcement, as well as in the development of European criminal law more 
generally'. The tenth package of sanctions (25 February 2023) introduced new reporting obligations 
to ensure the effectiveness of the asset freeze prohibitions. A group of Member States, led by the 
Netherlands, has proposed to establish a centralised EU sanctions watchdog to tackle sanctions 
enforcement and circumvention, echoing previous statements put forward by EU Commissioner for 
Financial Services and Stability, Mairead McGuinness. 

Sanctions, disinformation and divergent global perceptions  

One of the ways the Kremlin has fought international sanctions has been to mobilise its disinformation 
ecosystem, including in diplomatic fora, seeking to convince global audiences that international sanctions 
imposed on Russia are to blame for the surge in food and fuel prices, besides being unfair. Such messages 
have been circulated in multiple languages, in Europe, its neighbourhood and beyond, and have been 
echoed by African and Chinese media, boosting their global reach. Kremlin disinformation has also been 
spread in relation to the negotiations on the Black Sea Grain Initiative, with false allegations (such as that 
Ukraine is transporting grain to the EU, to pay the West for weapons supplies), a claim debunked by 
Ukrainian fact-checkers. The EU and its allies have activated diplomatic and information channels to clarify 
that international sanctions imposed on Russia target the Kremlin's ability to finance its military 
aggression, which remains the main cause of the looming food crisis, and do not affect agricultural 
products. A number of experts, however, point out that the secondary effect of massive sanctions on 
global supply chains is still negatively affecting food security in vulnerable countries, and EU-Africa 
relations are being impacted by the spill-over effects of Russia's invasion of Ukraine. After over one year, 
and despite the resounding condemnation of Russia's aggression in several United Nations resolutions, 
the war has reshaped global geopolitics, with a growing rift between the Global South and developed 
economies; albeit fuelled by targeted disinformation, the rift is also grounded in genuinely divergent 
perceptions of the stakes and priorities ahead.  

https://www.eeas.europa.eu/eeas/european-union-sanctions_en#10708
https://finance.ec.europa.eu/eu-and-world/sanctions-restrictive-measures/overview-sanctions-and-related-tools_en#guidance-on-the-implementation-of-eu-sanctions
https://data.consilium.europa.eu/doc/document/ST-10572-2022-INIT/en/pdf
https://finance.ec.europa.eu/eu-and-world/sanctions-restrictive-measures/sanctions-adopted-following-russias-military-aggression-against-ukraine/frequently-asked-questions-sanctions-against-russia_en
https://finance.ec.europa.eu/eu-and-world/sanctions-restrictive-measures/overview-sanctions-and-related-tools/eu-sanctions-whistleblower-tool_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52021DC0032&qid=1611728656387
https://www.eurojust.europa.eu/eurojust-and-the-war-in-ukraine
https://eucrim.eu/news/eus-freeze-and-seize-task-force-tackles-oligarchs-money/
https://eucrim.eu/news/eus-freeze-and-seize-task-force-tackles-oligarchs-money/
https://taxation-customs.ec.europa.eu/news/state-tax-authorities-step-tax-enforcement-efforts-support-freeze-and-seize-task-force-2022-06-08_en
https://taxation-customs.ec.europa.eu/news/state-tax-authorities-step-tax-enforcement-efforts-support-freeze-and-seize-task-force-2022-06-08_en
https://ec.europa.eu/commission/presscorner/detail/en/statement_22_1850
https://ec.europa.eu/commission/presscorner/detail/en/statement_22_1850
https://www.consilium.europa.eu/en/press/press-releases/2022/11/28/sanctions-council-adds-the-violation-of-restrictive-measures-to-the-list-of-eu-crimes/
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A12008E083
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52022PC0684
https://www.europarl.europa.eu/legislative-train/theme-promoting-our-european-way-of-life/file-proposal-for-a-directive-on-the-violation-of-eu-sanctions
https://www.mayerbrown.com/en/perspectives-events/publications/2022/12/european-commission-proposes-common-definitions-and-penalties-for-eu-sanctions-violations
https://www.euractiv.com/section/global-europe/news/netherlands-calls-for-eu-sanctions-enforcement-headquarters/
https://www.ft.com/content/fe83c67b-5dcc-447e-aba3-34911aa5f39d
https://www.oecd.org/ukraine-hub/policy-responses/disinformation-and-russia-s-war-of-aggression-against-ukraine-37186bde/
https://www.oecd.org/ukraine-hub/policy-responses/disinformation-and-russia-s-war-of-aggression-against-ukraine-37186bde/
https://www.euractiv.com/section/africa/news/eu-africa-relations-counting-the-spillover-costs-from-russias-war/
https://euvsdisinfo.eu/report/us-canada-switzerland-to-blame-for-surge-in-food-and-energy-prices-due-to-illegal-sanctions-on-russia
https://www.theatlantic.com/ideas/archive/2022/07/russian-disinformation-africa-food-crisis/670570/
https://www.globaltimes.cn/page/202205/1266389.shtml
https://euvsdisinfo.eu/report/ukraine-sells-its-grain-to-pay-for-weapons
https://euvsdisinfo.eu/disinformation-fuelling-food-insecurity/
https://www.state.gov/disarming-disinformation/fact-vs-fiction-kremlin-disinformation-about-international-sanctions/
https://www.eeas.europa.eu/sites/default/files/documents/2022-06%20Food%20Security_Fact-sheet_0.pdf
https://www.eeas.europa.eu/delegations/un-rome/eu-sanctions-do-not-restrict-eu-and-third-countries%E2%80%99-trade-agrifood-products_en?s=65
https://www.eeas.europa.eu/delegations/un-rome/eu-sanctions-do-not-restrict-eu-and-third-countries%E2%80%99-trade-agrifood-products_en?s=65
https://upjournals.up.ac.za/index.php/strategic_review/article/view/4256/3761
https://www.euractiv.com/section/africa/news/eu-africa-relations-counting-the-spillover-costs-from-russias-war/
https://www.eiu.com/n/campaigns/russia-ukraine-outlook-2023/#mktoForm_anchor
https://crm.ecfr.eu/civicrm/mailing/url?u=214273&qid=13041812
https://crm.ecfr.eu/civicrm/mailing/url?u=214273&qid=13041812


EU sanctions on Russia: overview, impact, challenges 

9 

Economic impact of sanctions 
Gross domestic product 
In the updated economic outlook published in 
January 2022, a few weeks before the beginning of the 
Russian invasion of Ukraine, the International Monetary 
Fund (IMF) projected GDP growth for Russia in 2022 at 
+2.8 %, and +2.1 % in 2023. Slightly more pessimistically, 
the World Bank's January 2022 report had estimated GDP 
growth for Russia to be +2.4 % in 2022 and +1.8 % in 2023.  

Following the invasion and the many measures taken by western governments in solidarity with 
Ukraine, this picture changed abruptly. The Russian Ministries of Economy and Finance expected 
that, following the sanctions announced by the West in March 2022, growth in Russia would fall by 
10 % in 2022. The World Bank and the European Bank for Reconstruction and Development (EBRD) 
published similar estimates (10-12 %). The initial impact indeed pointed in that direction: the IMF 
estimates that, in the quarter following the invasion of Ukraine, the Russian Federation economy 
contracted by 21.8 % at a quarterly annualised rate. The World Bank attributed this fall to a variety 
of factors, including shocks to transaction systems and supply chains, leading to a collapse in 
domestic demand and export volumes, a sharp depreciation of the rouble, increased inflation, 
declining private consumption and reduced investment.  

While economic actions taken by the West were impressive, experts maintain that they did not 
surprise Russia. Indeed, since the invasion of Ukraine in 2014, the Russian government has actively 
planned, and implemented several policies to soften the economic blow from potential additional 
sanctions. These included controlling expenditure and balancing the budget with an oil price of 
US$45/bbl. Another consisted in diversifying the economy away from oil and gas and reducing 
dependence on western technology and trade. State companies and major banks also carried out 
stress tests, including scenarios in which the West stopped supplying certain technologies, or in 
which Russia was disconnected from SWIFT and correspondent accounts were blocked.  

In February-March 2022, in addition to these long-
term preparations, the Russian authorities adopted 
several fiscal measures to mitigate the impact of this 
initial shock. These measures (increasing social 
benefits, providing subsidised loans and tax breaks, as 
well as raising minimum wages), amounted to 3 % of 
GDP and were financed by oil and gas revenues, by the 
Russian sovereign wealth fund (see box), and by 
reducing the federal budget surplus. With a financial 
crisis averted (see exchange rate below), and with 
surging military-related production (included in GDP), 
the projected shortfall for 2022 was gradually reduced 
to -4.5 %, by the World Bank, -3.9 % by the 

Organisation for Economic Co-operation and Development (OECD), and by -3.4 % by the IMF (which 
revised this number upwards to -2.2 % in January 2023).  

Going forward, the OECD outlook expects Russian GDP to fall by -5.6 % in 2023 and -0.2 % in 2024. 
In its January 2023 update, the World Bank expects the recession will continue in 2023 (-3.3 % of 
GDP), as the economy continues to contract due to the impact of sanctions, but that it should return 
to modest growth in 2024 (1.6 %). To the contrary, in its January update, the IMF projects a 0.3 % 
GDP increase already in 2023 (versus a -2.3 % drop in its October 2022 version), and somewhat 
higher growth in 2024 (2.1 %). 

Russia's National Wealth Fund (NWF) was 
originally intended to support its pension 
system. Since the beginning of the invasion 
of Ukraine, it has become one of the main 
sources of financing for the budget deficit, 
as well as a tool to sustain struggling state 
companies. As of January 2023, the NWF 
stood at US$148.4 billion, equivalent to 
7.8 % of GDP, down from US$174.9 billion 
(10.2 %) a year before. This decline will 
impact Russia's development and long-
term investment in new projects. 

Russia's increased military expenditure 
has boosted growth in sectors such as 
metal goods (+7 %), while sanctions and 
import restrictions helped growth in 
pharmaceuticals (8.6 %) and printing 
(+7.8 %). On the other hand, civilian 
sectors, such as automobiles (-44.7 %), 
wood (-12.5 %), and textiles (-8.3 %) have 
been deeply impacted. 

Sources: Rosstat, Bloomberg. 

https://www.imf.org/-/media/Files/Publications/WEO/2022/Update/January/English/text.ashx
https://openknowledge.worldbank.org/bitstream/handle/10986/36519/9781464817601.pdf#page=28
https://ria.ru/20220412/vvp-1783035116.html
https://www.worldbank.org/en/news/press-release/2022/04/10/Russian-invasion-to-shrink-Ukraine-economy-by-45-percent-this-year
https://www.ebrd.com/news/2022/ebrd-sees-war-on-ukraine-causing-major-growth-slowdown.html
https://www.imf.org/-/media/Files/Publications/WEO/2023/Update/January/English/text.ashx
https://openknowledge.worldbank.org/bitstream/handle/10986/38098/FullReport.pdf
https://www.geopoliticalmonitor.com/gauging-the-efficacy-of-western-sanctions-against-russia/
https://carnegieendowment.org/politika/87259
https://www.economist.com/finance-and-economics/2022/03/05/vladimir-putins-fortress-russia-is-crumbling
https://www.npr.org/2022/12/27/1144226139/russia-sanctions-ukraine-war
https://thebell.io/v-pravitelstve-nachalis-soveshchaniya-po-gotovnosti-rossii-k-zhestkim-sanktsiyam-za-ukrainu-uai9D
https://openknowledge.worldbank.org/bitstream/handle/10986/38098/FullReport.pdf#page=165
https://cyprus-mail.com/2023/02/18/are-sanctions-against-russia-working/
https://www.foreignaffairs.com/russian-federation/sanctions-russia-are-working
https://www.oecd.org/economic-outlook/november-2022#gdp
https://openknowledge.worldbank.org/bitstream/handle/10986/38030/GEP-January-2023.pdf#page=26
https://www.reuters.com/markets/europe/russias-national-wealth-fund-148-bln-jan-1-finance-ministry-2023-01-18/
https://www.reuters.com/markets/europe/russias-national-wealth-fund-148-bln-jan-1-finance-ministry-2023-01-18/
https://www.reuters.com/markets/europe/russia-eyes-end-liquidity-rules-anti-crisis-spending-wealth-fund-2023-01-26/
https://openknowledge.worldbank.org/bitstream/handle/10986/38098/FullReport.pdf#page=166
https://cepa.org/article/doomed-to-failure-russias-efforts-to-restore-its-military-muscle/
https://jamestown.org/program/russias-defense-industry-growing-increasingly-turbulent/
https://rosstat.gov.ru/folder/313/document/188355
https://www.bloomberg.com/news/articles/2023-02-01/putin-s-war-machine-helps-keep-russian-industry-humming#xj4y7vzkg
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Unemployment 
In its world economic outlook, the IMF estimated that, for 2022, unemployment in Russia would fall 
from 4.9 % to 4.6 %. According to official Russian sources, unemployment currently stands at a 
record low of 3.7 %. Experts note, however, that this percentage is deceiving, because it omits 
several important elements. It does not count a significant amount of people who are on unpaid 
leave. There is also the effect of the military mobilisation, and of the exodus of Russians fleeing 
mobilisation. Experts therefore are of the view that the true number of unemployed at the end of 
2022 is at least double the official data, if not closer to 10 %, which can be compared to the second 
half of the 1990s, a turbulent and negative period, where 10-13 % of Russians were unemployed. 

Inflation 
In its world economic outlook, published in October 2021, the IMF estimated that Russian consumer 
prices would increase by 4.8 % in 2022. Decisions adopted by the West led to an initial spike in 
inflation, which increased to 16.7 % in March 2022. Following measures introduced by the Central 
Bank of Russia (CBR), however (see 'exchange rate'), inflation stabilised, and has fallen since. In 
December 2022, it stood at 11.9 %, well above the CBR target of 4 %. Inflation is forecast to fall to a 
range between 5 % in 2023 and 4 % in 2024 (IMF) and 5.9 % in 2023 and 4.5 % in 2024 (World Bank). 
This could impact the cost of living for Russian consumers, continuing the downward trend in 
consumption and worsening the quality of life for ordinary citizens. 

Exchange rate 
Some EU and US sanctions adopted after the invasion prevented western banks from dealing with 
key Russian counterparts and cut several Russian banks from SWIFT, the world interbank payment 
system. The sanctions also froze the CBR's accounts denominated in dollars, euros and pounds 
sterling – effectively rendering half the CBR's foreign exchange reserves unusable. The CBR 
responded with measures including increasing the key interest rate to 20 %, forcibly converting 
80 % of export income into roubles, and limiting non-resident investors' ability to withdraw capital 
and Russians' ability to move cash across the border. This policy has prevented a capital flight and 
runs on Russian banks. By the end of April 2022, the rouble had regained its pre-invasion value and 
the CBR reversed some of its measures (e.g. the interest rate was progressively decreased to 7.5 %). 

Trade  
Given Russia's exclusion from SWIFT since March 2022, it faces issues paying for imports and 
receiving payment for exports. Various initiatives have been announced. Progress for some, such as 
the use of the Indian rupee for trade settlement, has been slow. Solutions implemented during 2022 
included imposing roubles for gas payments, switching to national currencies, barter deals, or cash 
payments. More recently cryptocurrencies are used and payments made in Chinese yuan.  

From October 2021 to October 2022, EU exports to Russia fell by 52 % (US$4.6 billion), US exports 
fell by 85 % (US$0.4 billion), UK exports fell 89 % (US$0.4 billion), and those of Japan by 41 % 
(US$0.3 billion). Given the fall in imports from the West and Japan, including crucial inputs, parts, 
and technology for its industries, Russia currently faces supply shortages within its domestic 
economy (e.g. cars or specialised military equipment). Considering Russian industry dependence on 
high-tech goods imports, predominantly from the West, the crucial question in the short-to-
medium term is whether Russia will be able to find a substitute. As many of the largest economies 
in the world (by GDP) subscribe to the sanctions, a further question is whether rising imports from 
China, India or some Gulf countries, which do not apply the sanctions, can provide replacements.  

Russia's main sources of income are commodity exports, i.e. especially in the energy sector, as well 
as grains and fertilisers, which account for more than 60 % of Russian state revenues. Food and 
fertiliser exports from Russia are exempt from western sanctions, to support food security, especially 
for poorer countries. Given the increase in price for such commodities, Russia's fertiliser export 

https://www.imf.org/-/media/Files/Publications/WEO/2021/October/English/text.ashx
https://tass.com/economy/1572853
https://www.foreignaffairs.com/russian-federation/sanctions-russia-are-working
https://data.worldbank.org/indicator/SL.UEM.TOTL.ZS?locations=RU
https://data.worldbank.org/indicator/SL.UEM.TOTL.ZS?locations=RU
https://www.imf.org/-/media/Files/Publications/WEO/2021/October/English/text.ashx
https://www.wsj.com/livecoverage/russia-ukraine-latest-news-2022-04-08/card/russia-s-inflation-rate-jumped-to-16-7-in-march-woXfSx8SheielIPJTWXx
https://www.cbr.ru/eng/
https://www.imf.org/-/media/Files/Publications/WEO/2022/October/English/text.ashx
https://openknowledge.worldbank.org/bitstream/handle/10986/38098/FullReport.pdf#page=166
https://csis-website-prod.s3.amazonaws.com/s3fs-public/2023-02/230223_Snegovaya_Russia_Sanctions.pdf?VersionId=pfN7HwW7SmHOM7HIvUHsMk88PTlp.F4Y
https://www.sciencespo.fr/ceri/en/content/sanctions-are-efficaces
https://www.sciencespo.fr/ceri/en/content/sanctions-are-efficaces
https://www.dallasfed.org/research/economics/2022/0531
https://epthinktank.eu/2022/03/04/russias-war-on-ukraine-cutting-certain-russian-banks-off-from-swift/
https://www.reuters.com/article/ukraine-crisis-russia-reserves-idUSL5N2VG0BU
https://www.atlanticcouncil.org/in-depth-research-reports/issue-brief/windfall-how-russia-managed-oil-and-gas-income-after-invading-ukraine-and-how-it-will-have-to-make-do-with-less/
https://cepr.org/voxeu/columns/sanctions-and-exchange-rate
https://www.cbr.ru/eng/press/keypr/
https://thewire.in/world/india-explores-setting-up-rupee-trade-accounts-with-russia-to-soften-sanctions-blow
https://www.reuters.com/world/india/india-hopeful-rupee-trade-with-russia-official-2023-01-16/
https://www.bruegel.org/blog-post/sanctions-counter-measure-gas-payments-russia-rubles
https://www.vedomosti.ru/business/news/2022/04/18/918590-putin-prizval-uskorit-perehod-na-rascheti-v-rublyah
https://carnegieendowment.org/politika/87814
https://www.kommersant.ru/doc/5680931
https://www.kommersant.ru/doc/5680931
https://carnegieendowment.org/politika/88926
https://www.atlanticcouncil.org/blogs/new-atlanticist/russia-and-china-have-been-teaming-up-to-reduce-reliance-on-the-dollar-heres-how-its-going/
https://cdn.sanity.io/files/0wfzc71x/production/6745ea42c21d65d6709231e0e7767bd5de57469b.pdf
https://www.europarl.europa.eu/RegData/etudes/ATAG/2023/739320/EPRS_ATA(2023)739320_EN.pdf
https://carnegieendowment.org/politika/88664
https://www.intereconomics.eu/contents/year/2023/number/1/article/why-sanctions-against-russia-work.html
https://thediplomat.com/2022/08/china-moves-to-fill-the-void-left-by-russia-sanctions-on-its-own-terms/
https://www.reuters.com/world/india/india-asked-by-sanctions-hit-russia-parts-key-sectors-sources-2022-11-29/
https://carnegieendowment.org/2022/10/05/what-s-driving-russia-s-opportunistic-inroads-with-saudi-arabia-and-gulf-arabs-pub-88099
https://www.ft.com/content/c10bcdb9-d01d-4a01-a4a1-38736e263a1e
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revenue increased by 70 %. Other commodities, (aluminium, nickel, palladium, gold and silver) are 
also exempt. Lastly, Russia's nuclear monopoly, Rosatom, still operates in several countries, 
including Belarus, China, Egypt, Hungary, and Türkiye. As mentioned, oil and gas export revenues 
did not fall in 2022, for several reasons. First, some measures were implemented towards the end of 
the year. Second, measures were discussed at length, and implementation took time, allowing 
Russia to find new customers. Lastly, especially for gas, developments in 2022 contributed to 
significant price increases. Going forward, oil revenues are expected to fall, provided the price cap 
policy is a success. For example, following introduction of the oil price cap, Russia's Finance Ministry 
more than doubled its forecast budget deficit for 2022, from 0.9 % to 2 % of GDP.   

Russian and foreign companies 
The war and sanctions have also had a significant impact on Russian companies. Between 
February 2022 and February 2023, the main index of the Moscow Exchange fell by more than one 
third, from 3 564 to 1 991 points, before recovering to 2 280 points. In this context, another 
important development in 2022 was the decision taken by several (although not all) western 
companies to 'self-sanction', withdrawing voluntarily from the Russian market as a result of their 
own risk calculations and, importantly, due to the pressure of public opinion. These companies 
employed Russian local staff totalling one million individuals. During that same period, many 
Russians – with a high level of education and valuable skills – also left the country. Even if other 
domestic (or third country companies) step into the gap in the future, the withdrawal and 'brain 
drain' of 2022 are expected to impact Russia's productivity. 

Conclusions 
Experts agree that the 'sanctions revolution' has met three important objectives: they sent a strong 
signal of Western resolve and unity to the Kremlin, they degraded Russia's military capabilities, and 
they are asphyxiating its economy and energy sector, with permanent consequences.  

Experts warn the impact of the inevitable fall in revenue for Russia, especially on the oil and gas 
sectors, will not be severe enough to limit Russia's ability to wage its war against Ukraine. Russia's 
Ministry of Finance projects its 2023 oil and gas revenues will reach RUB8.9 trillion (US$127 billion), 
a 25 % fall against 2022. However, it is calculated based on an average Urals oil price of US$70/bbl, 
which has not been seen since the December 2022 price cap. While Russia's decision to reduce its 
output could force the price up, experts believe the projected target is optimistic. Even if Russia's 
commodity revenues decline drastically, NWF reserves could finance Russia's military effort for 
another year. In October 2022, Russian authorities obtained extra revenue (US$2.1 billion) via a 
windfall tax on state gas company Gazprom. They also could resort to one-off taxes, such as the 
recently proposed 'voluntary' windfall tax on big business (expected to bring the state 
US$2.8-3.5 billion), to compensate for falling oil revenue. The decline is expected to impact Russia's 
social programmes and investment gap, a cost the Kremlin seems willing to bear. Meanwhile, a 
majority of the Russian population declares sanctions have not yet seriously affected them. 

An important consequence of sanctions is the Russian economy's growing dependence on China. 
The bigger the share of payments and reserves in yuan (see 'trade') the greater the risk that Russia's 
trade, economy and by extension, policy, is influenced by China. Should relations between the two 
countries deteriorate in the future, Russia may face further reserve losses and payment disruption. 

Position of the European Parliament  
Parliament has been a vocal advocate of sanctioning Russia since the country's illegal annexation of 
Crimea and Sevastopol in 2014. Since Russia's full-scale invasion of Ukraine in February 2022, 
unequivocally condemned by the Parliament in its 1 March 2022 resolution, Parliament has 
demanded broader, strategic and better-enforced sanctions in numerous resolutions. Parliament's 
demands include:  

https://www.wilsoncenter.org/blog-post/putin-burning-through-countrys-resources-there-still-lot-burn
https://www.reuters.com/markets/europe/exclusive-eu-us-step-up-russian-aluminium-nickel-imports-since-ukraine-war-2022-09-06/
https://www.usitc.gov/publications/332/executive_briefings/ebot_russia_palladium_and_semiconductors.pdf
https://www.intellinews.com/gustafson-russian-nuclear-power-unsanctioned-is-prospering-worldwide-266160/
https://www.moscowtimes.ru/2022/12/08/minfin-udvoil-prognoz-diri-v-byudzhete-posle-obvala-tsen-na-rossiiskuyu-neft-a27952
https://www.moex.com/en/index/IMOEX/archive/?from=2022-02-01&till=2023-02-01&sort=TRADEDATE&order=desc
https://www.bloomberg.com/news/articles/2023-02-12/for-fear-or-money-consumer-giants-are-staying-in-russia
https://www.bruegel.org/sites/default/files/2022-10/PC%2018%202022_1.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4167193
https://dailybrief.oxan.com/Analysis/DB265439/Russias-falling-population-cannot-meet-labour-needs
https://www.state.gov/briefings-foreign-press-centers/russias-long-run-economic-growth-prospects
https://foreignpolicy.com/2022/12/01/ukraine-russia-sanctions-economy-war-putin-embargo-technology-financial-energy/
https://www.consilium.europa.eu/en/infographics/impact-sanctions-russian-economy/
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https://foreignpolicy.com/2023/02/07/sanctions-russia-china-us-putin-ukraine/
https://thebell.io/neft-po-50-trillionnye-dyry-v-byudzhete-s-chem-rossiyskaya-ekonomika-vkhodit-v-2023-god
https://www.wilsoncenter.org/blog-post/putin-burning-through-countrys-resources-there-still-lot-burn
https://www.bloomberg.com/news/articles/2022-11-11/russia-budget-surplus-grows-thanks-to-windfall-tax-on-gazprom
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https://carnegieendowment.org/politika/88664
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 intensification of EU 'outreach to countries that have not yet joined the EU in introducing 
sanctions against the Russian Federation, using the EU's leverage and the full range of their 
available tools to that end, and providing assistance if necessary'. Parliament also criticised 
certain EU candidate countries' non-alignment with EU sanctions, and called for a clear plan of 
action vis-à-vis non-EU countries that facilitate Russian sanctions evasion (resolution of 
7 April 2022); 

 active prevention, investigation and prosecution by Member States of 'any circumvention of the 
sanctions', and swift work by the Commission and co-legislators 'to complete the legal regime 
for the confiscation of assets frozen by the sanctions' (resolution of 6 October 2022); 

 development of an EU legal framework for the designation of states as sponsors of terrorism and 
states which use means of terrorism' (resolution of 23 November 2022); 

 a Commission legislative proposal 'to amend the current EU Global Human Rights Sanctions 
Regime (EU Magnitsky Act) by extending its scope to include acts of corruption, to swiftly adopt 
targeted sanctions against individuals responsible for high-level corruption in Russia and Belarus, 
as well as their EU-based enablers and beneficiaries' (resolution of 23 November 2022); 

 action to hold the Russian and Belarusian political and military leadership accountable for the 
crime of aggression against Ukraine (resolution of 19 January 2023); 

 strict enforcement of all sanctions; and for an impact assessment on the sanctions' effects on 
Russia's war effort and on the circumvention of sanctions. Members urged the EU to sanction 
anyone associated with the 'Wagner group' and other Russian-funded armed groups, militias and 
proxies, and expressed 'deep concern about reports that several third countries are collaborating 
with Russia to help it circumvent sanctions, and that Chinese state-owned defence companies 
are shipping dual-use equipment'. Parliament called again for the EU, Member States and allies 
'to work on a secondary sanctions mechanism that would close any loopholes', and 'to complete 
the legal regime allowing for the confiscation of Russian assets frozen by the EU', and for their 
use to address reconstruction and compensation for the victims of Russia's aggression 
(resolution of 15 February 2023). 
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