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PRESS RELEASE 

Growing Russian market hardly able to fulfil Western industry's high 
expectation – Best growth potential in short term in Central Asian 
republics 
 
[21.10.2014] In its newly published study “The Railway market in Russia and the CIS”, 

SCI Verkehr analyses the current situation of the markets in Russia and the CIS 

countries, which until recently showed great promise and strong growth. Numerous 

investors and strategic partners have now become observers, and nervously await the 

end of the political and military conflict between Russia and Ukraine. In the railway 

industry too, projects and negotiations with foreign partners have already been put on 

hold. In reaction to Western sanctions, Russia is trying to reorient itself towards Asian 

partnerships as fast as possible, to the great detriment of European companies. 

The market development in the CIS is threatened by major uncertainties due to the conflict 

in Ukraine. Already known in theory, it is now evident in practice that political stability is the 

most important driver for the entire railway market in the region. As a consequence of the 

current political situation, the Ukrainian market will record an extremely hard fall in 2014: 

freight wagon production has decreased drastically, the locomotive factory in Luhansk has 

been closed, numerous freight and passenger stations are inaccessible due to damage or 

the military situation. 

The Ukrainian state railway is concentrating on restoring infrastructure, which in some cases 

has been seriously damaged. It must also be noted that the majority of Ukrainian railway 

technology production used to be exported to Russia. Becoming established in other 

markets and the new sales strategies required for this will be very costly and require a lot of 

time. 
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Market volume: the market volume of the railway industry in the CIS has reached EUR 
22.3 billion, and will grow further by 1.6% p.a. Within the region, the Kazakh railway 
market will in the near future overtake the Ukrainian market, which in contrast has 
fallen dramatically in 2014 and will require several years to recover. 
 
There will be a clear slowdown in the OEM market, which will have a CAGR of 0.3% p.a. up 

to 2018, but the after-sales market will show a stable growth rate of 2.6% p.a. 

With a 70% share, the rail vehicle segment is by far the largest segment in the railway 

technology market, and reached its peak in 2012. Whereas in previous years investments 

were primarily made in freight wagons and locomotives, new momentum is expected from 

the metro and LRV segments. Multiple cities have confirmed their intentions to renew their 

metro and LRV fleets, and national manufacturers have presented their newly developed 

products. However, in light of the current political crisis, these orders may be postponed far 

into the future. 

In recent years, numerous partnerships have been established with foreign manufacturers 

for technology transfers, in Russia and Kazakhstan in particular but also in other countries. 

New facilities have been opened for the production of modern vehicles and components, 

which has contributed to an increase in both quality and competitiveness, although CIS 

manufacturers (with a few exceptions) produce exclusively for their national and/or CIS 

markets. The largest manufacturer in the CIS is Transmashholding, which is currently the 

fifth largest manufacturer of vehicles worldwide. 

The Central Asian republics have also undergone remarkable developments: new lines have 

been built in Kazakhstan, Uzbekistan and Turkmenistan. Only Tajikistan and Kyrgyzstan 

have invested little in structural expansion and maintenance or vehicles since their 

independence. Azerbaijan is the driving force in the South Caucasus region. With the active 

participation of Azerbaijan, the project for the Baku (Azerbaijan) - Tbilisi (Georgia) - Kars 

(Turkey) rail line could be completed in 2015, which would offer a connection between Asia 

and Europe without having to use Russian infrastructure. 

As the largest player in the market, Russian state railway RZD is struggling against a 

negative economic development, and is attempting to secure state investment for major 

projects (modernisation of the Baikal-Amur Mainline and Transsib Route) as well as driving 

forward the construction of a new high-speed rail line between Moscow and Kazan. 

The MultiClient Study “The Railway market in Russia and the CIS” will be available (in 

English) from 21st October 2014 from SCI Verkehr. 
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