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Top story 

1. Vladentine’s Day – 
Americans’ spoof love letters for Putin 

bne

Relations between Russia and America are 
at a nadir but adoring fans set up a http://
vladentinesday.tumblr.com" “Vladentine” 
site on February 14 on tumblr.com sporting 
some of Putin’s most macho photos suitably 
captions with loving messages. 

“Get ready to have your world rocked, 
baby,” says the caption on a picture of Putin 
holding a model of Soyuz rocket - which is 
actually a bit of a malapropism as the Soyuz 
is not a missile but a spacecraft. 

But the site is a bit of fun, set up by two 
anonymous Americans and dubbed “love 
letters from a global badass.” 

“He does quite a few photo ops in extreme 
circumstances,” said the blog's American 
creators who call themselves “Team Vlad” 
cited by Ria Novosti. 

“We were joking about how many of his 
photos look like the cover of a harlequin 
romance novel and thought it would be 

funny to create Vladentine’s, so the next day 
we started the blog,” the pair said. 

The site was launched two weeks ago by 
a male and female duo who have no ties 
to Russia and has received more than 
35,000 hits from 160 countries, with Russia 
ranking high on the list of internet traffic, 
Team Vlad said.  
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2. Mobile, Internet 
costs added to Russian 
consumer basket

3. Putin Orders FSB 
to Set Up Anti-Hacker 
Defense

bne

RIA Novosti

In a sign of the times, Russia’s statistics 
agency, Rosstat, is going to add the cost 
of hooking up to the internet and monthly 
spending on mobile phone bills to the 
consumer basket that is used to calculate 
inflation, amongst other things. 

The Russian economy is increasingly being 
driven by consumer spending and with 
both mobile phone and internet use almost 
saturated, these costs have become part of 
most households monthly outgoings. 

VTB Capital reported last year that Russia’s 
Internet market has reached saturation 
with a penetration of 65% of the population 
– on a par with the rest of Western Europe. 
Likewise, SIM card ownership has been well 
over 100% since about 2004. 

Russia is already the biggest mobile phone 
market in Europe many times over, but 
became the fourth largest fourth generation 
(4G) telecoms market in the world last 
summer. Russia now has 650,000 users 
of 4G services that are based on the Long 
Term Evolution (LTE) technology, according 
to the Communications Ministry, behind 
only the USA, South Korea and Japan. 

Prime Minister Dmitry Medvedev said 
Thursday: "Indeed, it is time to include 

President Vladimir Putin personally 
instructed the Federal Security Service (FSB) 
on Thursday to promptly set up a unified 
system to detect and counter computer-
hacking attacks on Russia's IT resources.

"In the near future, we need to set up a 
unified system for detecting, preventing 
and defending against computer attacks 
on Russia's information [technology] 
resources," Putin said at a meeting of 
FSB staff, adding that the task should be 
completed as quickly as possible.

this (mobile and Internet costs) into the 
(consumer) basket," according to RIA 
Novosti.

Deputy Communications and Mass Media 
Minister Denis Sverdlov said earlier that 
communications services should become 
the same common services as house utility 
services are for users.

"Mobile and Internet services have long 
become a part of the Russian citizens' 
common life. That is why we introduce the 
notion of users' rights protection in the 
new version of the communications law," 
spokeswoman for the Communications and 
Mass Media Ministry, Yekaterina Osadchaya 
told PRIME.

The inclusion is timely and comes a month 
after Sberbank CIB launched its Ivanov 
Index that tracks consumer spending habits 
and offers stock recommendations that are 
designed to capitalize on the growing power 
of the Russian consumer.  

Last month, Putin issued a presidential 
order calling for such a system.

That move came a week after Kaspersky 
Lab, a Russian computer security 
company, announced it had detected highly 
sophisticated malware, dubbed Red October, 
which targeted "diplomatic, governmental 
and scientific research institutions" in 
Eastern Europe and former Soviet republics. 
Kaspersky researchers said the majority of 
the affected computer systems were based 
in Russia and the virus had been created 
to “gather sensitive documents,” including 
geopolitical intelligence, access to classified 
computer networks and personal data.

Addressing the FSB meeting, Putin said 
the main targets of spying are Russia’s 
promising technologies and inventions, 
plans for development of the military forces 
and the defense industry, and crucial 

political and economic information.
“We need the most modern methods for 
organizing counter-espionage activity, 
including the protection of secret 
information,” Putin said, adding: “This 
likewise concerns the increasingly frequent 
attempts to break into national electronic 
databases.”

Putin also called for effective measures 
to counter attempts by radicals to use the 
internet for their purposes.

"When neutralizing any kind of extremist 
structures, we should act as resolutely as 
possible, and block attempts by radicals 
to use information technologies, internet 
resources and social networks for their 
propaganda," Putin said, adding that 
effective countermeasures demand special 
operations that must be carefully planned 
but also entirely legal.  
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Sberbank CIB

4. Russian media and 
IT – which tech stock 
looks better?

We think that Yandex and Mail.ru Group 
look tactically appealing and have the same 
short-term trigger: possible special dividend 
payments. Strategically, though, we prefer 
Yandex, as the fundamentals of its business 
model seem more solid and vivid to us, the 
stock looks more appealing valuation-wise, 
and we see potential to unlock additional 
upside if the company succeeds in Turkey, 
as well as with monetizing its additional 
services. Mail.ru Group’s business model, 
on the other hand, looks shakier and we see 
downside risks to our revenue estimates 
should commodity iVAS growth decelerate 
faster than we anticipate and display ad 
growth fail to recover from the 2H12 low.

• Sitting on a pile of cash, debt-free. Yandex 
and Mail.ru Group have each accumulated 
almost $1bn of cash. However, while 
Mail.ru Group already comes with the 
expectation that most of this cash will be 

distributed among shareholders in the form 
of dividends, many investors might not yet 
know that Yandex is sitting on a similar cash 
pile and, thus, should also be able to pay 
special dividends, in our view.

• Risk of geographical expansion and 
M&A in Russia. Both companies intend to 
conquer new markets and expand their 
service offerings beyond the Russian-
speaking community, so a risk of cash 
being spent on geographical expansion 
exists for both companies. That said, 
unless they opt for aggressive expansion 
strategies, we do not think they will need 
as much money as they have set aside. 
In Yandex’s case, we are more confident 
that this will not be the case, but we have 
less confidence in Mail.ru Group, as the 
company does not yet have a sufficient 
track record by which to judge it. In terms of 
possible M&A activity, the risk is also higher 
for Mail.ru Group, in our view, due to the 
possibility that it will acquire the remaining 
stake in social network VKontakte, whereas 
for Yandex we see no possible targets of 
such a scale.

• Revenue growth and profitability 
expansion. We expect the two tech 
companies to demonstrate comparable 

bne

KyivPost

5. Russia’s scientific 
funds to rise to 
RUB25bn by 2018

6. Ukraine named 
world No. 1 copyright 
pirate, faces 
economic sanctions 

Russia will boost the financing of state-
run scientific funds to RUB25bn by 2018, 
President Vladimir Putin said, Prime 
reported.

The government has set up the Advanced 
Research Fund, which aims to strengthen 
the national defense. The fund, which is a 
non-commercial organization to support 
scientific research and development for 

For the second time in its history, Ukraine has 
been called world’s No. 1 copyright pirate. 

The International Intellectual Property 
Alliance, an association representing the 

the military, should be increased to at least 
RUB3bn from RUB150m, Deputy Prime 
Minister Dmitry Rogozin has said.

From 2006 through 2012, Russia has more 
than tripled its civil science funding, Putin 
said without providing further details.

He also said the government is looking into 
providing grants to scientists.  

U.S. copyright-based industries, said the 
Ukraine has “severe legal and copyright 
enforcement problems,” and recommended 
to immediately suspend country’s benefits 
in trade with the U.S.

Copyright piracy has already hit Ukrainian 
business in 2002, when the U.S. Trade 
Representative imposed 100 percent tariff 
sanctions on $75 million worth of Ukrainian 
annual exports to the U.S. The sanctions 
were removed only in 2005.

“The piracy rates and level of copyright 
protection in Ukraine have worsened over 
the past two years,” the IIPA said in its 

revenue growth rates, forecasting 
respective CAGRs of 25.8% and 24.8% for 
Yandex and Mail.ru Group, but we think 
that the downside risk is higher for Mail.
ru Group. However, our EBITDA projections 
for the companies differ: for Yandex, we 
expect a marginal profitability improvement; 
for Mail.ru Group, we expect a marginal 
decline. Thus, on the adjusted EBITDA line, 
we forecast respective CAGRs of 26.4% and 
23.0% for Yandex and Mail.ru Group.

• Valuation. We revise our estimates and 
increase our target price for Yandex from 
$27.90 to $31.58 per share and that for 
Mail.ru Group from $32.40 to $43.34 per 
GDR, assigning BUY recommendations to 
both stocks. Our valuation implies target 
EV/EBITDA multiples of 16.4 for Yandex 
and 14.2 for Mail.ru Group (only core 
business), while the stocks currently trade 
at respective 2013E multiples of 13.0 and 
10.7. We rate Mail.ru Group at a discount 
to Yandex due to the former’s slightly lower 
growth profile and higher risks.  

Anna-Lepetukhina   

report on Feb.7. Among the major problems 
it outlined the use of unlicensed software, 
unauthorized camcording of films, as well 
as open markets with will illegal copies of 
music, films and software functioning all 
around the country.

Jorge Zukoski, president of the American 
Chamber of Commerce in Ukraine, called 
this move a reaction to absence of any 
protection of intellectual property here. 
“This recommendation can and most 
likely will have a major negative impact on 
Ukraine's international reputation and will 
even have financial consequences,” he said.
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Ukrainian society, poor and with short 
traditions of copyright protection, has little 
sympathy for the US concerns.

When in January 2012 the authorities tried 
to shut down ex.ua, the country’s main 
file-sharing website, numerous government 
websites, including those of the central 
bank and the state security services, were 
shut down through distributed denial of 
service attacks. Public pressure finally 
prevailed, with police officials allowing ex.ua 
to continue operating and later closing a 
criminal case against its owners.

Volodymyr Polishchuk, the Interior 
Ministry’s spokesman, acknowledged that 
police are also at fault as almost half of the 
software on their computers is illegal.

Unlicensed software is installed at 84 of 
every 100 Ukrainian personal computers, 
according to the research done by Business 
Software Alliance, a market research firm, 
in 2011. The joint cost of all unlicensed 
software in Ukraine reached $647 million in 
2011 by the same source.

In early 2013, Microsoft Ukraine filed 
through its legal representative Lexfor 
company a number of lawsuits worth more 
than Hr 1 million ($120,000), complaining 
about the use by firms of unlicensed 
Microsoft products. In October 2012 
Microsoft Ukraine won a lawsuit for Hr 

66,000 against state-run Uzhhorod airport 
after local police revealed unlicensed 
software was installed at six computers and 
ticket offices.

The Microsoft representatives say they 
are especially concerned by the huge level 
of pirate software among government 
agencies. “Over 70 percent of programs 
at state enterprises and state bodies are 
unlicensed,” said Yuriy Omelchenko, anti 
piracy manager at Microsoft Ukraine, 
calling the situation “catastrophic.” 
Ukraine’s Deputy Prime Minister Kostiantyn 
Gryshchenko said that the country has to 
urgently amend copyright legislation in 
reaction to the U.S. concerns. “The threat 
of adding Ukraine in the category of major 
global offenders in that area is a great 
challenge for us,” he said on Feb. 12.

But experts say current laws are enough 
to fight piracy if only they are properly 
implemented.

Oleksiy Khrystoforov, head of Kharkiv 
office of Ilyashev & Partners law firm, said 
that thanks to the new Criminal Code that 
came into force in November 2012 a single 
complaint to the police would be enough 
to bring a person to criminal responsibility 
for violation of copyright. “The illegal use 
and sharing of computer programs and 
databases presumes imprisonment from 
three to six years,” Khrystoforov said. Julia 

Semeniy, partner at Konnov & Sozanovsky 
law firm, said there were many cases in 
Ukraine when people have been criminally 
persecuted for piracy. “But in most cases 
those brought to justice were just the minor 
malefactors,” she admitted. More often, she 
added, such cases end up as civil disputes 
leading to fines, which may reach up to 50 
minimal salaries (Hr 57 million).

But any punishment would be useless in a 
society that knows little about persecution 
for piracy, lacks available alternatives to 
pirated copies and fails even to understand 
why this is wrong.

Zukoski believes that the joint efforts of 
business and authorities are needed. 
“These measures should be extended far 
beyond the fight against counterfeiting 
and software certification and include the 
development of an educational and cultural 
environment that fosters and celebrates 
the development and protection of new 
innovative products and services through 
ensuring that the intellectual property rights 
of the creators are protected and that they 
receive appropriate compensation for what 
they have made,” he said.

“Without that basic protection, Ukrainians 
will simply not invest the time, resources 
and efforts to develop super cool new things 
that will benefit society and be used around 
the world,” he added.  

RIA Novosti

7. YouTube Files 
Lawsuit Against 
Russian Consumer 
Rights Watchdog

YouTube LLC on Tuesday filed a lawsuit 
against Russian consumer rights watchdog 
Rospotrebnadzor over a controversial 
Russian content-restricting law, internet 
company Google’s video sharing unit said.

The law on protection of children from 
harmful information that came into force 
late last year authorizes regulators to block 
access to data deemed “harmful to the 
health and development” of children through 
promotion of suicide, porn and drugs.

Critics claim the law might be used as 
an internet censorship means, but the 
authorities dismiss the claims.

The lawsuit, filed in a Moscow court 
Monday, is against Rospotrebnadzor’s 
decision to block access to a “video lesson 
on how to cut veins.”

The Wall Street Journal on Tuesday quoted 
Google as saying in an emailed statement: 
“In this case, we have appealed the decision 
of the Russian consumer watchdog because 
we do not believe that the goal of the law 
was to limit access to videos that are clearly 
intended to entertain viewers.”

Rospotrebnadzor chief Gennady 
Onishchenko said Tuesday his organization 
had no information on the lawsuit yet.

YouTube was briefly put on a blacklist of 
websites with harmful content (zapret-
info.gov.ru) in November 2012. Failure to 
remove what media and communications 
watchdog Roskomnadzor said were “suicide 
promotion” materials would have led to 
YouTube’s blocking across Russia.  
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News
8. Communications Ministry – 

national roaming abolishment 

VTB Capital

News: Denis Sverdlov, the Deputy Minister of Communications, has 
said that his Ministry supports the abolition of national roaming, 
according to Vedomosti. He noted that the project law requires 
significant modifications. In particular the conditions of service 
provision to subscribers need to be specified: one of the possible 
options is for a subscriber to pay local rates for local rates across 
Russia, but to still to pay long-distance rates.

Our View: The State Duma and Ministry of Communications have 
been considering the abolition of national roaming for some time 
now. We believe that the response of operators would be increase 
of local rates, and we expect a neutral effect on revenues.

Ivan Kim

9. Kazakhstan, Russia Compromise 

on New Space Port

RIA Novosti

The new Kazakh-Russian space launch facility, Baiterek, will be 
modified for the launch of Zenit carrier rockets, Kazakhstan’s 
National Space Agency Kazcosmos head Talgat Musabayev said 
on Wednesday, indicating that the two sides have reached a 
compromise on the project.

Russia and Kazakhstan are building Baiterek at the Baikonur 
space port, originally designed to launch Angara carrier rockets 
capable of delivering up to 40 metric tons of payload to low-Earth 
orbits. Russia intends to eventually leave Baikonur and conduct its 
launches from the Vostochny space center in the Far East.

Kazcosmos said in January it will pull out of the project if Russia 
goes ahead with its plans to build a launch facility for Angara rockets 
at Vostochny, which will make it a direct competitor to Baiterek.

Musabayev earlier said Kazakhstan would have to abandon the 
Angara project due to rising costs, which have reached almost 
$2bn ? more than seven times the original estimate.

Russia and Kazakhstan have also been in dispute over the terms of 
use for the Baikonur space center. Russian media reports alleged 
in January that Russia and Kazakhstan might cease cooperation 
on joint space projects due to a limitation imposed by Kazakhstan 
on the number of Russian launches from Baikonur.

Kazakhstan stopped Russia from launching several rockets from 
Baikonur in May 2012 during a dispute over the drop-zone for 
falling launch debris. Kazakhstan insisted this must be covered 

by an appendix to the main rental agreement for use of the site. 
Kazakhstan agreed in June to let the launches go ahead, following 
talks between Russian Prime Minister Dmitry Medvedev and his 
Kazakhstani counterpart Karim Massimov.

The issue of control over Baikonur and the rent Russia pays 
Kazakhstan to use the facility has been the subject of an ongoing 
dispute between the two nations ever since Kazakhstan gained 
independence from the Soviet Union.

The two sides signed an agreement in Astana on January 9, 2004, 
extending Russia's use of the space center's facilities until 2050. 
Russia pays an annual fee of approximately $115m to use the space 
center, which currently has the world's busiest launch schedule, 
as well as $50m annually for maintenance. Kazakhstan ratified 
the deal in 2004, after Russia threatened to suspend other space 
projects with Kazakhstan if it did not do so.

Baikonur has 15 launch pads for launching both manned and 
unmanned space vehicles and supports several generations of 
Russian spacecraft including the Soyuz, Proton, Tsyklon, Dnepr and 
Zenit. It was the site of the first launch into orbit of a spacecraft 
in 1957, when Sputnik was launched, and also Yury Gagarin's first 
manned space flight in 1961.

10. Rostelecom’s position as sole 

provider of e-government services 

may be weakened

Alfa Bank

Rostelecom, which is currently the only provider of the state’s 
electronic government infrastructure may lose this position, 
Vedomosti reported. These services may be additionally provided by 
FGUP Voskhod, the main creator of biometric international passports 
in Russia. Rostelecom’s revenues from providing electronic 
government services totaled around RUB4bn in 2011, and the 
company estimated they would reach RUB27bn in 2016. However, 
this potential development may undermine Rostelecom’s position in 
this segment, thus affecting its earnings going forward. We treat this 
development as NEUTRAL at this time, as e-government services 
accounted for only 1.4% of the company’s total revenues in 2011.    

Elina Kulieva, Ph.D., Dmitry Doronin

11. Russian Communications Ministry 

to clean up LTE spectrum 

VTB Capital

News: According to Deputy Minister of Communications Denis 
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Sverdlov, the Ministry will work out a way to clean up the LTE 
spectrum that operators got in mid-2012 over the next six months, 
Vedomosti writes. Sverdlov said that the Ministry would most likely 
clean up the spectrum itself, and operators would compensate the 
expenses. One of the ways to finance the clean-up is to increase 
the spectrum fees paid by operators, according to the paper.

Our View: As we expected, the process of cleaning up frequencies 
is not straightforward and might take quite some time. Unless 
operators were charged excessive compensation, we would view 
the news as neutral.

Ivan Kim

12. Tinkoff Digital signs agreement with 

Yandex for Data Mind

TCS

Tinkoff Digital, ? Russian developer of innovative internet and 
mobile advertising technologies, has signed an agreement 
with Yandex, Russia's leading internet company, to buy online 
advertising inventory for its Data Mind real-time bidding (RTB) 
platform.

Anna Znamenskaya, CEO of Tinkoff Digital, said: “This deal is a 
landmark for Tinkoff Digital, and underscores the seriousness of 
our ambitions. RTB is increasingly important to Russia’s fast-
growing advertising market. By working with Yandex, Russia’s 
biggest search engine and advertising network, we will be able to 
improve our offering by delivering up to a billion impressions a day 
to help our advertisers optimise their ad spend and make every 
banner ad count.”

Data Mind is Russia’s first demand-side platform (DSP) that allows 
advertisers to bid for online display advertising in real time based 
on cost per impression (CPM) or cost per click (CPC). The platform 

supports dynamic retargeting, an effective tool for reaching users 
who leave a site without making a purchase, and also reduces cost 
per action (CPA) for media buyers.

Yandex is Russia’s most popular search engine and recently 
overtook Microsoft’s Bing to become the fourth biggest globally. 
Yandex joins a growing list of SSPs integrated with DataMind, 
alongside Google’s DoubleClick Ad Exchange, Sup Media and 
Begun Network, among others.

RTB is the fastest-growing segment of the global digital advertising 
market. eMarketer, the market researcher, predicts that Russia 
will be one of the world’s top 10 ad spending nations by 2016. The 
country’s internet market is forecast to reach USD 4 billion by 2015, 
with RTB accounting for about 18% of revenues.

13. VimpelCom: 5-year outsourcing 

contract to Ericsson 

VTB Capital

News: Ericsson AB won a five-year contract to manage VimpelCom. 
Ltd.’s system in the Siberia and Ural regions, according to 
Bloomberg. About 400 VimpelCom workers will move to Ericsson as 
part of the deal. Ericsson is set to manage and service more than 
10,000 base stations and 10,000 kilometres of fibre-optic lines for 
VimpelCom starting in April.

Our View: Network outsourcing is a trend in the global mobile 
market, allowing companies to trim costs as well as manage their 
networks more efficiently. According to our estimates, the EBITDA 
margin gain would be 50-100bp if outsourcing is implemented on 
nationwide scale.

Ivan Kim

Other news
14. Azerbaijan launches its first satellite

bne 

On Thursday night Azerbaijan launched its first Azerspace-1 
communication satellite, Interfax was told at the Ministry of 
Communications and Information Technologies.

"The satellite launch was incident-free and the satellite has 
reached its final orbit," the ministry said.

The launch was made from Kourou space center in French Guiana.

In May 2010, the ministry signed a contract with U.S. Orbital 
Sciences Corporation for the production of the satellite. 
Azerbaijan also signed a long-term lease agreement with 
Malaysia's MEASAT company on an orbital position for 
Azerspace-1.

The expenses are expected to pay back in five-seven years and in 
the following 15 years the satellite operations should be generating 
profits.
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15. Bill to Equip Planes with CCTVs 

Introduced to State Duma

RIA Novosti

A group of lawmakers has introduced a bill to equip planes with 
cameras in a bid to crack down on bad in-flight behavior by 
drunken passengers, the lower chamber of the Russian parliament 
said on its website on Wednesday.

A string of recent brawls caused by Russian airline passengers has 
prompted calls for a crackdown on on-board drinking. In one of 
the recent incidents caught on camera, 54-year-old Sergei Kabalov 
started to behave violently while drunk on board an Egypt-bound 
airliner, punching one male passenger on the nose, striking a flight 
attendant and trying to break into the cockpit. A criminal case was 
launched against him for attempted plane hijacking and assault, 
and he faces up to 12 years in prison.

A group of lawmakers, who split from the State Duma’s A Just 
Russia faction, say that their bill will boost in-flight safety as 
cameras will act as a psychological deterrent for potential 
troublemakers. Footage can also help passengers and air carriers 
to resolve potential disputes.

“Illegal actions onboard an aircraft pose a great threat to society, as 
they can lead to an accident and casualties,” the bill’s authors said.

Deputy State Duma Speaker Sergei Neverov said cameras alone 
were not enough to solve the problem of alcohol-fueled mid-
air conflicts and brawls. He added that air carriers should be 
responsible for public security onboard.

“Cameras alone are not enough to solve the problem. Air carriers 
are charged with maintaining order, and they can install cameras 
without any special law,” said Neverov, a member of the ruling 
United Russia party.

He added that if obliged to equip planes with CCTV cameras, air 
carriers might raise ticket prices.
The deputy speaker suggested blacklists of troublemakers and 
in-flight alcohol sale limits as measures to crack down on bad 
behavior onboard.

According a story in The Moscow News, lawmakers and airlines 
are now seeking tougher legal measures they say are currently 
missing from Russia’s Air Code: raising fines, and creating an official 
blacklist of misbehaving passengers and banning in-flight alcohol.

State Duma Transport Committee member Vitaly Yefimov said 
deputies plan to introduce a bill banning passengers from carrying 
Duty Free alcohol on board, in a bid to head off violent behavior.

16. India’s Meridian Group to supply 

low-cost 4G phone to Russia

bne 

India's Meridian Group, the producer of cell phones under the 

Fly brand, plans to supply a low-cost smartphone supporting the 
fourth generation (4G) communications standard to Russia in July-
December, Kommersant reported Tuesday, citing the group's CEO 
Suresh Radhakrishnan.

The smartphone will cost less than RUB20,000, Radhakrishnan 
said, as cited by the daily.

Radhakrishnan said that the Android-based smartphone equipped 
with the Qualcomm chipset will be able to operate on 4G networks 
based on the LTE technology that are to be rolled out by the 
major telecommunications operators within a 2.5 gigahertz (GHz) 
frequency band across Russia.

Meridian Group Sales and Marketing Director Rajiv Thakur said 
that the development of the proposed 4G smartphone is at an early 
stage and the company has yet to produce a prototype device, 
Kommersant said.

17. Izvestia in Ukraine newspaper closes 

due to unprofitability

bne

The last issue of the Izvestia in Ukraine newspaper was released on 
February 11 and by the end of February the newspaper will close.

"It's no secret that the global market for print media cannot get 
out of the protracted crisis, and Ukraine is no exception," reads 
a statement by Director General of the Izvestia in Ukraine Oleh 
Boyarchuk posted on the newspaper's Web site.

"We have been trying for a long time to find a format that will make 
the publication profitable, but we haven't achieved all the desired 
parameters. Nevertheless, we are grateful to all those who have 
worked [for the newspaper], and I want to assure that we will end 
our relations in a civilized manner - in compliance with the current 
labor laws," he said.

18. Kyivstar cut staff by 18% in 2010-2011 

bne

JSC Kyivstar in 2010-2011 as part of its merger with Beeline Ukraine 
reduced the number of employees at the united company by 18%, HR 
Director Olena Kropivianska said, Interfax-Ukraine reported.

According to her, nine months prior to the merger of the two 
companies the expansion of the staff was frozen, and the main 
criterion for optimization was the principle of keeping competence 
in the company.

The transaction on the merger of OAO Vimpelcom with Ukraine's 
CJSC Kyivstar into a single holding company, Vimpelcom Ltd., was 
completed in April 2010. From autumn 2010, the gradual unification 
of the companies' networks, subscriber base and personnel 
started.
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One of the merger stages was the optimization of staff. Kyivstar 
planned to reduce the number of employees from 6,500 to 5,300 
people, according to Interfax-Ukraine.

19. Russian Consumer Watchdog Says 

Is Studying YouTube’s Lawsuit

RIA Novosti

Russian consumer rights watchdog Rospotrebnadzor is studying 
YouTube’s lawsuit against it, the watchdog’s head, Russia’s chief 
state sanitary doctor Gennady Onishchenko, said Thursday.

“We only saw today that the lawsuit has been registered,” 
Onishchenko told the Dozhd TV channel. “We are studying it.”

YouTube LLC on Tuesday filed a lawsuit against Rospotrebnadzor 
over a controversial Russian content-restricting law, internet 
company Google’s video sharing unit said.

The law on protection of children from harmful information that 
came into force late last year authorizes regulators to block access 
to data deemed “harmful to the health and development” of 
children through promotion of suicide, porn and drugs.

Critics claim the law might be used as an internet censorship 
means, but the authorities dismiss the claims.

The lawsuit, filed in a Moscow court Monday, is against 
Rospotrebnadzor’s decision to block access to a “video lesson on 
how to cut veins.”

The Wall Street Journal on Tuesday quoted Google as saying in an 
emailed statement: “In this case, we have appealed the decision of 
the Russian consumer watchdog because we do not believe that 
the goal of the law was to limit access to videos that are clearly 
intended to entertain viewers.”

YouTube was briefly put on a blacklist of websites with harmful 
content (zapret-info.gov.ru) in November 2012. Failure to remove 
what media and communications watchdog Roskomnadzor said 
were “suicide promotion” materials would have led to YouTube’s 
blocking across Russia.

20. Sistema: Indian court rejects curative 

petition 

VTB Capital

News: Yesterday, the Indian Supreme Court rejected the curative 
petition filed by Sistema's SSTL to review the February 2012 verdict 
on the cancellation of its 21 licenses, according to Bloomberg. 
Curative petitions filed by Videocon, Tata Teleservices and Idea were 
also rejected, Bloomberg reported, referring to an order posted on 
the court’s website.

Our View: We think the Supreme Court’s decision was largely 
expected and is neutral for Sistema’s stock. The court’s decision is 
final and binding. The re-auctioning of Sistema's CDMA licenses is 
scheduled for 11 March and the initial price has been set at USD 
1.22bn. We think that Sistema, like Telenor, will opt to downscale 
its exposure to India, and will bid for licenses in several of the most 
profitable circles. Although this is not a blue sky scenario (the latter 
is an exit from the market), we still think it is a reasonable solution, 
especially as the cash outflow for the license is unlikely to be 
significant, and Sistema would not have to burn as much cash as it 
did previously (about USD 400-500mn per annum).

Ivan Kim, Mikhail Galkin

21. Ukraine to create incentives 

for development of IT sector

bne

The Ukrainian government will create incentives for the 
development of the IT sector, Ukrainian Prime Minister Mykola 
Azarov said at a meeting with representatives of Ukrainian IT 
companies.

A corresponding draft law has been registered in parliament.

"I think that after its adoption, companies that operate in this area 
will have very serious incentives to legalize all their volumes and 
actually give up using shadow schemes," Azarov said, cited by 
Interfax-Ukraine.

Sector snapshots
22. Russia’s cell phone sales rise 6% 

to 42m units in 2012

bne 

Russia's sales of mobile phones, including feature phones and 
smartphones, grew by 5.8% in 2012 to 42m units, major cell phone 

retailer Euroset said in a report, according to Prime.

In monetary terms, sales rose by 14.4% in 2012 to RUB199.1bn, 
Euroset said.

In terms of units, sales of feature phones decreased to 29.2m units 
in 2012 from 32.1m units in 2011, while sales of smartphones grew 
to 12.8m units from 7.5m units. Sales of laptops amounted to 7.8m 
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units in 2012 against 7.3m units in 2011, and sales of tablet PCs 
grew to 3.3m units from about 700,000 units a year earlier.

In monetary terms, sales of feature phones decreased to 
RUB65.1bn in 2012 from RUB90.1bn in 2011, while sales of 
smartphones grew to RUB134bn from RUB84bn. Sales of laptops 
amounted to RUB152.1bn in 2012 against RUB143.4bn in 2011, 

and sales of tablet PCs grew to RUB51.2bn from about RUB14.3bn 
in 2011.

Sales of Samsung-branded mobile phones accounted for 37.3% 
of the total sales in terms of units in 2012 compared with 36.6% in 
2011; while sales of Nokia-branded devices accounted for 32.4% of 
the total market in 2012, down from 39% in 2011.

Regulation, reforms

Company results

23. Russian telecoms: change 

in methodology for calculating 

frequency fees

VTB Capital

24. CTC Media posts WoW audience share 

decrease for 28 January-3 February 

VTB Capital

News: TNS-Gallup released its audience share estimates for the 
top 20 Russian free-to-air broadcasters to the 4+ audience for the 
week 28 January-3 February.

Our View: According to the release, CTC Media’s combined 
audience share decreased to 10.6%, down from 11.3% the week 
before, almost returning to the 10.5% it recorded two weeks ago. 
In our view, this performance was mainly driven by the initial 
overreaction of the audience to the launch of a new series of The 
Kitchen (an original Russian sitcom), aired weekdays on CTC at 
7pm. Its share declined to 8.4% from 9.4% the week before. At the 
same time, The Eighties (an original Russian series aired weekdays 
at 8pm) continued to demonstrate success, with a stable share of 
some 17%. The YTD audience share remained stable at 10.8%, still 
lagging behind the 12.6% posted in 1Q12.

Anastasia Obukhova

News: The Ministry of Communications has prepared changes 
to the methodology for calculating frequency fees, according 
to Vedomosti. The Ministry plans to charge for the amount of 
frequencies, not for the number of installed base stations.

Our View: RosComNadzor suggested this change last year. We 
think it would stimulate operators to expand their networks, 
introduce new technologies and use frequencies more efficiently.

Ivan Kim

25. Yandex - Weekly search share

Renaissance Capital

Weekly share of Russia internet data released. Today (11 February), 
LiveInternet released its Russian internet search engine market 
share statistics for 4-11 February. During the week under review, 
the search shares of Yandex, Google (not covered) and Mail.ru 
(BUY, TP $41.4, current price $35.5) were 62.0%, 26.1% and 8.2%, 
respectively.

Yandex contines to gain overall search share. Yandex’s share of total 
search remained above its respective four-week and three-month 
averages of 61.6% and 60.7%. Google’s share was slightly below its 
four-week and three-month averages of 26.2% and 26.4%. Mail.ru’s 
share was also slightly below its four-week average of 8.3% and its 
three-month average of 8.5%.

Yandex continues to gain on Chrome browsers. Yandex’s share on 
Chrome-based browsers for the period reached 52.0%, ahead of 
its three-month average of 49.9%. At the same time, Google held 
a 34.9% share, below its three-month average of 35.6%. While 
a significant portion of the gains made since October can be 
attributed to the success of the Yandex.Browser (which has built a 
4.1% share of the Russian browser market since launch), in recent 
weeks Yandex has also made further ground on Google’s own 
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Google Chrome browser, where Yandex’s share has now reached 
46.9%, ahead of its three-month average of 45.4%, while Google’s 
share of search on its own browser stood at 41.7%, in line with 
its three-month average. Yandex’s share of search on the Android 
platform stood at 35.1%, ahead of its three-month average of 
34.0%, while Google’s share, at 62.5%, remained below its three-
month average of 63.6%. In Turkey, Yandex’s share is now over 2%, 
vs less than 1% in September 2012.

Yandex 4Q12 results due 19 February. YtD Yandex has 
outperformed Mail.ru by 12%, in anticipation of its 4Q12 results, 
which are due on 19 February. While we expect to see a solid set of 
results from Yandex, we only see scope for a slight outperformance 
vs our and consensus forecasts. For 2013, we think it is unlikely 
that Yandex will guide in excess of consensus at this stage in the 
year (33% YoY rouble top-line growth and flat YoY EBITDA margins). 
Given the (in our view) limited earnings upgrade potential, and with 

the stock nearing the top end of its trading range, we see Yandex 
shares as being increasingly fully valued. At Mail’s FY12 trading 
update (due on 26 February), we expect its results to come in ahead 
of guidance, particularly at the EBITDA margin level (vs our 53% 
EBITDA margin forecast). For 2013, the company is also unlikely to 
guide in excess of consensus (25% YoY rouble top-line growth and 
a 51% EBITDA margin), but we believe consensus expectations for 
Mail are relatively modest and should move up over the year. On 
this basis, and with our expectation of a further special dividend 
from Mail during 2013, we think the current discount at which it 
trades to Yandex (13% and 15% on 2013E and 2014E EV/EBITDA, 
respectively) remains difficult to justify, and we would expect to see 
it narrow post results.

David Ferguson 
Nick Robinson
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