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Top story 

1. Chechnya's president Kadyrov an avid Tweeter 

bne

Chechen president Ramzan Kadyrov is the 
world’s most social media savvy dictator 
and a regular poster of bizarre photos on 
Facebook’s Instagram service.

The one-time insurrectionist rebel turned 
game keeper for the Kremlin, Kadyrov is 
well known as a bit of a loose cannon, who 
clearly sees himself as a Muzhik, or “real 
man.” 

Kadyrov has posted pictures of himself 
dressed as Genghis Khan, wresting with 

his pet tiger, chasing ostriches, sporting 
an AK-47,  and tomfooling with his friends 
among other things – all not particularly 
presidential behaviour. 

Most of the photos are under the Instagram 
user alihan777, who has posted 301 photos 
of Kadyrov since November 2012. Kadryov 
has not admitted the account is his own, 
but the president’s office is not denying it 
either. Moveover, Kadyrov has tweeted links 
to the Instagram photos from his official 
Twitter account on several occasions.

Kadyrov was recently named one of the 
world's most media savvy dictators by 
Radio Free Europe/Radio Liberty (RFERL).
"Kadyrov covers quite an array of subjects 
on his Twitter account," RFERL reported. 
"In just 140 characters, he has alternately 
praised the Russian press, mourned the 
death of his grandfather, congratulated a 
Twitter user on the birth of his child, and 
fired off quite a few shout-outs, including 
one to Sergei Shoigu, Russia’s new defense 
minister,” the news service said. 
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2. Russia automotive 
industry to step on 
the gas

3. Russian 
Authorities’ Sites 
Sustain 10,000 
Cyber Attacks Daily

4. Russian Post 
expects government 
to invest $1bn in 
monopoly's e-mail 
system

bne

RIA Novosti

bne

Russia is getting into the methane fuelled 
car business with a  string of initiatives 
announced since the start of this year. 

Carmaker GAZ is leading the way and 
announced on February 20 that it had 
lauched the production of cars that can be 
fuelled with both methane and traditional 
petrol. 

The company has produced a test batch of 
vans (known as light commercial vehicles in 
the trade) according to GAZ’s President Bo 
Andersson. 

"We will begin mass production in the 
autumn," he said, adding methane cuts the 
fuel price per 100 kilometers to about RUB150 
($5) from RUB390, if petrol is used. GAZ plans 
to produce 25-35 units a day by the autumn. 

GAZ is emerging as an increasing innovative 
company under Andersson, who is a self 
confessed entrepreneur (and a former 
Swedish general). 

And the Kremlin is backing the initiative by 
preparing the infrastructure fro methane 
fuelled cars. State-owned gas monopoly 
Gazprom also said this week that it was 
going to invest RUB2bn ($66m) to build 37 
methane fuel stations by the end of 2014. 

"This will be the first stage of our 
gasification program. We are holding talks 
with 24 other cities and regions. We plan 
to operate more than one hundred gas fuel 
stations in 2015-2016, the details of which 
will be revealed later," Anatoly Kim, the 
industrial program department director, 
said on Wednesday reports Prime.

Investment into the automotive sector has 
been one of the few examples where the 
government has successfully attracted 
significant foreign investment and managed 
to transform the Soviet-era automotive 
sector into a vibrant and modern production 

sector. It is keen to follow through on this 
success with more innovation. 

Notably oligarch Mikhail Prokhorov has 
backed the development and production of 
a Russian-made hybrid Yo car that runs on 
electricity and petrol. However, the project 
has been dogged by delays and the official 
launch of the car was postponed again last 
week underling the problems that the state 
is having in bring plans to produce high tech 
products to market. An effort to make the 
mid-range commercial passenger plane, 
the SuperJet, or SSJ 100, is have similar 
problems. 

Still, the Kremlin is optimistic and said this 
week that the sale of electric cars in Russia 
should make up 10% of the market by 2020, 
“if there are enough investments in fuel 
stations and additional incentives for electric 
car owners,” Andrei Pankov, the Commerce 
and Industry Chamber's sub-committee 
chairman for strategic car industry 
innovations, told Prime on February 20.

"We may expect serious cuts in dangerous 
emissions in cities only after the number 
of cars with combustion engines falls. 
We think that this will happen by 2020 
when the share of electric transport in 
Russia reaches 10%... if private and state 
investments rise," Pankov said.  

The websites of the Russian president 
and the two chambers of parliament – the 
State Duma and the Federation Council - 
sustain up to 10,000 cyber attacks ever day, 
Russian Security Council Secretary Nikolai 
Patrushev said on Tuesday.

In an interview with the government daily 
Rossiyskaya Gazeta, to be published on 
Wednesday, Patrushev said the number of 

Russian Post proposed creating a state-
sponsored electronic mail system to 
facilitate communication between private 
users and state agencies. The monopoly 
wants the government to spend $1.03bn to 
finance the project, Vedomosti reported.

As follows from the two-year postal 
service's development program submitted 
to the Finance Ministry in early February, 
the system should provide communication 
for 100m users and have at least three data 

attacks on various Russian state bodies' 
websites has grown rapidly.

“As of late, the number of cyber attacks 
on websites that are part of the Russian 
information infrastructure has increased 
sharply. The relevant services have to deal 
with such attacks on a daily basis,” he said.  

centers located at least 100 kilometers from 
each other.

The idea to create a state e-mail system 
was first announced in 2009 by then-
Communications and Press Minister 
Igor Shchyogolev, currently serving as a 
presidential aide. It was later incorporated 
in the new bill on the postal service 
drafted by the Communications and Press 
Ministry, which emphasized the need 
for a "unified electronic mail system" to 
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facilitate communication between citizens 
and state agencies and simplify document 
processing, Vedomosti said.

In November 2012, reacting to President 
Vladimir Putin's suggestion to introduce 
mandatory hearings of public petitions 
signed by at least 100,000 voters, 

bne

bne

5. Russia’s KupiVIP 
Seeking $125m in 
2014 IPO

6. Two venture 
funds to be set up 
at Belarus' Hi-Tech 
Park in 2013

One of Russia’s leading online fashion 
e-stores, KupiVIP, hopes to raise $125m in 
an IPO next to raise investment capital to 
build out its distribution system. 

Russia’s e-commerce is booming and has 
reached the same stage traditional retail 
arrived at a few years ago – the race is on 
to grab as much market share as possible 
while so much virgin territory is up for 
grabs. This means the leading companies 

are rushing to raise money from IPOs, debt 
and private equity funds to expand as widely 
as they can, as in a few years time the only 
new customers on offer will belong to your 
competitors. 

KupiVIP has been one of the fast growing 
of the new breed of online stores selling 
top quality brand names at discount prices, 
fonder Oskar Hartmann told bne in an 
interview at the end of last year.

While sales are booming, like most online 
stores the biggest problem they face is how 
to get the goods to their punters once an 
order is placed. Courier services operating 
in Russia are prohibitively expensive for 
most e-shopper and the Russian postal 
system is still too slow, although Pochta 
Rossii is just starting to invest and reform. 

Two venture funds will beset up at Belarus' 
Hi-Tech Park in the second quarter of 2013, 
HTP Administration Director Valery Tsepkalo 
said, BelTA reported.

First of all, this is the equity fund that 
will invest in the existing companies that 
generate profit. The investor, which will 
create the fund, is already known. The fund 
is expected to become operational in  
Q2 2013.

The next project is a venture fund for start-
ups. The HTP Administration is currently 
negotiating with a foreign investor who is 
willing to become a "business angel" for 
Belarusian IT developers.

He also outlined the terms on which 
Belarusian developers can expect to 
receive financing from venture capital 
funds. In the case of "angel investing", 
a venture fund usually invests $30,000-
$100,000 in a project and gets a minority 

Shchyogolev proposed using the system for 
signing and submitting public initiatives to 
the authorities.  

block of 10-20% of the authorized capital. 
With regard to equity investment, here 
we are talking about bigger investments. 
The fund can claim 50% of the shares of a 
company, Valery Tsepkalo said.

VeriFone and Yandex plan to become 
part of the Belarusian Hi-Tech Park, HTP 
Administration Director Mr Valery Tsepkalo 
said, BelTA reported.

According to Valery Tsepkalo, the interest 
of major foreign companies in the Park 
has increased considerably lately. Last 
year a daughter enterprise of the Russian 
company Sberbank Technologies joined 
the HTP. This year daughter enterprises 
of the famous foreign companies VeriFone 
(an American IT developer, a major 
manufacturer of payment terminals) and 
Yandex (a Russian IT company, which owns 
the Yandex search system and the Yandex 
web portal) can become residents of the 
Park.  

In the meantime most companies, like 
KupiVIP, have set up their own distribution 
services. Indeed, the rise on e-commerce 
has already impacted Russia’s warehouse 
market, driving up prices. 

The firm has hired Goldman Sachs and 
Jefferies & Co. to advice on the issue, 
reports Bloomberg, and hopes to list on 
the New York Stock Exchange, although no 
mandate has been awarded yet. 

Total turnover of Russia’s e-commerce 
reached $12bn in 2012, accounting for 1.9% 
of total retail sales, according to a report 
from Morgan Stanley. Online sales are 
expected to grow 35% a year through 2015 
as Russia catches up with western Europe 
in penetration, the bank said.   
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News
7. Beltelecom to set up Skype clone

bne

Belarus’ national telecom operator Beltelecom says it will launch 
the eSpace service this year, that is a clone of the popular VOIP 
Skype service. 

The service is in the testing phase now and will give clients free 
voice but they will have to pay fro data traffic. However, the service 
will only be available to Beltelecom’s subscribers and is tied to a 
fixed line telephone number; calls from this number can also be 
made over the service. 

 “We will give more functionality to fixed phone numbers by 
allowing people to use them in other areas and other devices,” 
said Beltelecom Deputy Director General for Technology Mr Sergei 
Sivodedov.

8. Kommersant interviews VimpelCom’s 

Russia division CEO Anton Kudryashov

Alfa Bank

Kommersant interviewed VimpelCom’s Russia division CEO 
Anton Kudryashov. Our key takeaways from the interview are the 
following:

Kudryashov indicated that 2013 capex is expected to exceed 2012 
in absolute terms, mostly due to more aggressive expansion into 
3G and 4G networks, which will result in doubling base stations in 
Moscow and a 1.5-2x overall increase in Russia.  

Regarding the potential JV with Scartel, Kudryashov noted that the 
key issue to consider should be the economic attractiveness for all 
operators. He mentioned that there is still no final agreement on 
the potential creation of an MVNO.

On further M&A strategy he said that VimpelCom may consider 
local acquisitions (within Russia), but no negotiations are on the 
agenda.  

In general, the interview did not impart any novel news, so we 
consider it NEUTRAL for the company. VimpelCom’s potential 
increased capex may represent a risk for the stock, but we are 
unable to evaluate the magnitude of the risk without any details.  

Elina Kulieva, Ph.D. 
Dmitry Doronin

9. Mail Group - Positive earnings 

momentum to continue 

Renaissance Capital

Earnings upgrades & cash return: Since its IPO in November 2010, 
shares in Mail Group (Mail) have outperformed the MSCI Russia 
index, on the back of earnings upgrades, an increase in the value 
of its international assets and a related special dividend. At its FY12 
results (due 26 February), we see scope for Mail to report numbers 
in excess of its EBITDA guidance, and for FY13, although we doubt 
the company will guide higher than consensus at this stage in the 
year (we believe our and consensus forecasts are conservative). 
We also see scope for Mail to pay a further special dividend at 
some point during the year, even taking into account the potential 
acquisition of a further stake in social network, VK (not listed). In 
our view, the combination of further earnings upgrades and a cash 
return should help shares in Mail continue to outperform.

Facebook, control of VK and mobile are medium-term issues: 
Although we think positive earnings momentum should help shares 
in Mail outperform in the near term, thereafter we believe the 
outlook for Facebook (not covered) in Russia, the terms on which 
Mail could acquire a controlling stake in VK and usage of Mail’s 
mobile sites and apps are key to its medium-term prospects. In 
most countries Facebook has become the leading social network, 
helped by the combination of network effects and its integration 
with the broader web. In Russia, VK has scale and, like Facebook, 
is also well integrated with third-party sites. This gives VK a 
reasonable chance of continuing to fend off competition from 
Facebook. However, if Mail were to acquire a controlling stake and 
make VK interoperable with its other properties, this could give VK 
an added competitive advantage vs Facebook, with other benefits 
being cost savings and improvements in VK’s monetisation. We 
value 100% of VK at between $1.1-1.8bn. In mobile, Mail and VK 
both have popular apps, but Mail is increasingly differentiating 
its OK offering with mobile games, and if Mail is able to build a 
strong mobile games platform, this could also be useful to VK as it 
competes against Facebook.

Mail continues to trade at a discount to its peers: Shares in Mail 
are currently trading on 12.0x and 10.3x 2013E and 2014E EV/
EBITDA and 22.8x and 19.2x 2013E and 2014E P/E. We forecast Mail 
will deliver a 2012-15 earnings CAGR of 20%, before any upgrades 
that might follow its next results. Mail’s valuation is a discount to 
Yandex’s 14.0x and 12.4x EV/EBITDA, on our estimates, Facebook’s 
17.2x and 13.0x (on consensus estimates) and Tencent’s 15.9x 
and 13.1x (on our estimates) over the same period. We view the 
discount at which Mail trades as difficult to justify, given what we 
regard as a similar near-term growth outlook to its peers. Positive 
earnings momentum, and we think the return of cash via a special 
and/or common dividend should help drive multiple expansion and 
share-price outperformance for Mail over our forecast period. We 
reiterate our BUY rating and $41.6/GDR TP on Mail Group.

David Ferguson 
Nick Robinson
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10. Regiony Group to invest $1bn in 

3 DreamWorks parks in Russia

bne 

Regiony Group will invest $1bn into the construction of three 
theme parks of U.S. film studio DreamWorks that will be located in 
Moscow, St Petersburg, and Yekaterinburg, Board Member Amiran 
Mutsoyev said, Prime reported.

“Regiony Group is the project’s investor, and the spending will 
amount to about $1bn,” Mutsoyev said.

He said that 70% of the investment will be contributed by partner 
banks, Sberbank and Gazprombank.

The revenue of the three parks will amount to $60m to $100m 
annually, Mutsoyev said. The admission price will stand at $50 to $80.

DreamWorks CEO Jeffrey Katzenberg said that the three parks 
will be the largest indoor, round-the-clock amusement parks in 
Europe.

11. Russian Post expects government to 

invest $1bn in monopoly's e-mail system

bne

Russian Post proposed creating a state-sponsored electronic mail 
system to facilitate communication between private users and 
state agencies. The monopoly wants the government to spend 
$1.03bn to finance the project, Vedomosti reported.

As follows from the two-year postal service's development program 
submitted to the Finance Ministry in early February, the system 
should provide communication for 100m users and have at least 
three data centers located at least 100 kilometers from each other.

The idea to create a state e-mail system was first announced 
in 2009 by then-Communications and Press Minister Igor 
Shchyogolev, currently serving as a presidential aide. It was later 
incorporated in the new bill on the postal service drafted by the 
Communications and Press Ministry, which emphasized the need 
for a "unified electronic mail system" to facilitate communication 
between citizens and state agencies and simplify document 
processing, Vedomosti said.

In November 2012, reacting to President Vladimir Putin's 
suggestion to introduce mandatory hearings of public petitions 
signed by at least 100,000 voters, Shchyogolev proposed using 
the system for signing and submitting public initiatives to the 
authorities.

12. Scartel's unit agrees to make 4G 

smartphone in Singapore

bne 

Yota Devices, an affiliate of Russian wireless broadband operator 
Scartel, known by the Yota brand, has signed an agreement with 
Singapore’s Hi-P to produce an Android-based smartphone 
developed by the Russian company, Yota Devices said in a 
statement seen by Prime.

Yota Devices plans to exhibit the smartphone, which will support 
second generation (GSM), third generation (3G), and fourth 
generation (4G) communications standards, and will be equipped 
with a 12 megapixel camera, at the Mobile World Congress in 
Barcelona later in February.

“For producing such a unique product as YotaPhone, we need an 
experienced partner specializing in making high-tech equipment, 
and Hi-P fully meets our requirements,” Yota Devices’ CEO Vladislav 
Martynov said, as cited in the statement.

13. Sistema closes operations 

in 10 Indian circles 

News: Sistema announced yesterday that it has informed the 
Ministry of Telecommunications of India regarding the closure of 
services in the following ten circles: Assam, Andhra Pradesh, Bihar, 
Himachal Pradesh, Haryana, Jammu & Kashmir, Madhya Pradesh, 
North East, Orissa and Punjab. Separately, on 14 February, the 
Supreme Court of India dismissed SSTL’s Curative Petition. SSTL 
has also confirmed its intention to participate in the spectrum 
auctions starting from 11 March in select circles. The government 
of India has confirmed that SSTL will be able to set off previous 
licence costs against the new auction prices. In accordance with 
the auction guidelines, the new licences will be technologically 
neutral.

Our View: We think the market expects Sistema to downscale 
further. We do not rule out that Sistema will bid for fewer than 11 
licences. If that is the case, then we would view it as a net positive 
scenario. Although the blue sky scenario is a complete exit, we 
think if Sistema stays in the 5-6 most profitable circles, it would 
be a reasonable outcome, as i) the outflow on the licence payment 
would be minimised and ii) Sistema would not have to burn as 
much on operations as it did previously (c.USD 500mn yearly). 
The latter likely means USD 200-300mn negative FCF this year; 
however, Sistema is set to shed a lot more light on this following 
the licence auction on 11 March when it is due to provide a 
comprehensive SSTL strategy update.

Ivan Kim 
Mikhail Galkin
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Other news

14. TransTeleKom: fixed broadband 

base over 1m

VTB Capital 

News: TransTeleKom (TTK) has increased its fixed broadband 
subscriber base almost 30% over the last three months to 
1.1mn, according to Vedomosti. YTD, TTK has signed up 100,000 
customers.

Our View: TTK is rapidly increasing its number of fixed broadband 
subscribers, targeting towns with a population of less than 200,000 
and giving aggressive pricing. We think the intense competition 
is a challenge for the fixed broadband market, as although there 
is room for penetration growth (stood at 42% at YE12, on our 
estimates), prices are falling quite substantially. This is a challenge 
primarily for Rostelecom and to a lesser extent for MTS and 
VimpelCom, which have sizeable businesses in the regions.

Ivan Kim

16. Asseco Poland: Don’t byte off more 

than you can chew

VTB Capital

News: We are initiating Asseco Poland with a 12-month Target 
Price of PLN 47, expected zero USD total return, and a Hold 
recommendation 

Our View: Asseco Poland is a leading CEE IT and software 
solutions provider in Europe, Israel and the US, with the lion’s 
share of sales coming from Poland and Israel. The challenging 
macro backdrop in its core regions means that our organic growth 
expectations are reserved, while more M&A could be expensive 
and dilute management’s focus. At 6.0x 2013F EV/EBITDA, the 
stock does not look cheap in the absence of a solid international 
development strategy and given muted expectations for major 
improvements in growth or profitability trends.

The company’s business model stems from its i) strong positions 
in the Polish and Israeli IT markets, driven by leading expertise in 
software solutions; ii) increasing focus on higher-margin ITS; and 
iii) leading market share in CEE countries backed by a number 
of acquisitions in recent years. While Asseco Poland is well 
positioned to capture the technological upgrade in its countries 
of presence, we believe its development potential requires a more 

15. VimpelCom-Windows Phone deal 

VTB Capital

News: VimpelCom, Microsoft and Nokia yesterday announced 
that they have entered into an agreement enabling VimpelCom 
customers to use their mobile accounts to find, try and buy digital 
content from the Windows Phone Store. The cost of any purchased 
application, game or music is to be deducted from a customer’s 
prepaid credit or added to their monthly bill. Nokia Lumia 
smartphones are powered by Windows Phone and, with Nokia 
being a leading device brand in many of VimpelCom’s markets, this 
provides a strong platform for VimpelCom to offer an enhanced 
mobile experience to both new and existing customers, according 
to VimpelCom's press-release. Available via the local Windows 
Phone Store, 200 selected applications, tailored to offer local 
content and services, is to be available to subscribers.

Our View: The agreement is a way to monetise growing 
smartphone penetration and data traffic growth, but it is unlikely 
to move the needle for VimpelCom stock, in our view. Although the 
commercial details of the agreement are not disclosed, we believe 
that VimpelCom is likely to get a single digit commission on the 
content sales. Besides, the Windows Phone platform accounted for 
only 2% market share in smartphone sales (by volume) in 3Q12.

Ivan Kim

pronounced product strategy. This has yet to be addressed by 
management.

The EU keeps muddling through the debt crisis, which is 
hampering the region’s business environment. The growth 
outlook for Asseco’s core market, Poland, remains subdued, 
and it will not be fully compensated for by the relatively better 
backdrop in Israel.

Our view on the growth outlook in the longer term is instructed 
by the IT market to GDP ratio, which is reasonably mature for its 
two anchor markets, Poland (1.7%) and Israel (2.5%). We also see 
Asseco Poland SA enjoying the Polish government’s continuing 
emphasis on IT, as its business model is focused on developing 
domestic software and providing IT services for Polish state 
agencies, which accounted for 23% of Poland’s IT spend in 2011.

For more details, see our Asseco Poland: Don’t byte off more than 
you can chew, published this morning.

Anastasia Obukhova 
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17. CIS Interstate Fund for R&D due to 

come on stream within a year

bne

The work on setting up the CIS Interstate Fund for Research 
& Development is on track to be complete within a year, Marat 
Amirkhanov, the Deputy Chairman of the Coordinating Council 
for Cooperation with the CIS countries at the Russian Academy 
of Sciences, the secretary of the CIS council for cooperation in 
fundamental sciences, told a press conference, BelTA reported.

The draft agreement on the CIS Interstate Fund for R&D will 
be discussed at the meeting of the group of experts at the CIS 
Executive Committee in Minsk on 20-21 February. According to 
Marat Amirkhanov, much depends on how fast the draft document 
is coordinated with the countries willing to participate.

"It should take a year. It is desirable that it is ready by 2014 so 
that we could submit it to the heads of government," said Marat 
Amirkhanov. He stressed that simultaneously with the work to 
establish the CIS fund, training projects will be underway: "We 
want to implement many thing simultaneously so that by the 
time the fund is operational we have many things ready: expert 
community, projects and programs."

CIS scientists are working together in nuclear energy, electronics, 
biology and other fields, Marat Amirkhanov said. However, to 
enhance basic research we need a clear system of implementation, 
and for that we are setting up the interstate fund, said Marat 
Amirkhanov.

18. Kommersant interviews 

VimpelCom’s Russia division 

CEO Anton Kudryashov

Alfa Bank

Kommersant interviewed VimpelCom’s Russia division CEO 
Anton Kudryashov. Our key takeaways from the interview are the 
following:

Kudryashov indicated that 2013 capex is expected to exceed 2012 
in absolute terms, mostly due to more aggressive expansion into 
3G and 4G networks, which will result in doubling base stations in 
Moscow and a 1.5-2x overall increase in Russia.  

Regarding the potential JV with Scartel, Kudryashov noted that the 
key issue to consider should be the economic attractiveness for all 
operators. He mentioned that there is still no final agreement on 
the potential creation of an MVNO.

On further M&A strategy he said that VimpelCom may consider 
local acquisitions (within Russia), but no negotiations are on the 
agenda.  

In general, the interview did not impart any novel news, so we 
consider it NEUTRAL for the company. VimpelCom’s potential 

increased capex may represent a risk for the stock, but we are 
unable to evaluate the magnitude of the risk without any details.  

Elina Kulieva, Ph.D., Dmitry Doronin

19. Regulator permits Firtash's company 

to buy Inter Media Group

bne

The Antimonopoly Committee of Ukraine has permitted GDF Media 
Limited (Cyprus), which belongs to businessman Dmytro Firtash, to 
gain control over the Inter Media Group Limited, reads a report of 
the committee seen by Interfax-Ukraine.

The decision will give the buyer over 50% of the votes in the 
management body of the company.

Earlier, K.H. Media Limited, owned by former First Deputy Prime 
Minister of Ukraine Valeriy Khoroshkovsky, has sold its 100% stake in 
Inter Media Group Limited for $2.5bn to GDF Media Limited company, 
owned by Ukrainian billionaire Dmytro Firtash. It was expected that 
GDF Media Limited will gain control over the media group after it 
receives approval from the Antimonopoly Committee of Ukraine.

On February 7, 2012, it was known that the new shareholders of 
Inter Media Group Limited, uniting Inter TV Channel and up to ten 
other channels, will be the companies owned by businessman 
Dmytro Firtash and Head of the Presidential Administration of 
Ukraine Serhiy Liovochkin.

20. Rostelecom cuts mobile 

expansion targets 

VTB Capital

News: Rostelecom has cut its expansion targets in the mobile 
business, according to Vedomosti. The company now plans to focus 
on the regions, where it already provides mobile services, and 
launch services in ten new regions, Vedomosti reports, quoting 
Rostelecom's Head of Strategy Mikhail Magrilov. Rostelecom 
plans to launch a network in Moscow, St Petersburg, Krasnodar, 
Novosibirsk and Samara by YE13, and in five more regions in 2014. 
The company plans to negotiate MVNO deals in other regions. 
Rostelecom targets to increase its share in the subscriber market 
to 9% in 2017 from the current 6%.

Our View: We think the above is a realistic scenario for 
Rostelecom and a positive read-across for the Big Three players. 
Pressure from the Ministry of Communications, which has 
previously voiced its opposition to mobile expansion, could have 
taken its toll. Rostelecom's JV with Tele2 is still possible, but 
looks less probable now than six months ago. Overall, the news 
supports our view that the competitive environment in Russia 
remains fairly benign.

Ivan Kim
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21. Share of electric cars in Russia 

may reach 10% by 2020

bne 

The share of electric cars among all cars owned by Russian citizens 
may reach 10% by 2020, if there are enough investments into fuel 
stations and additional incentives for electric car owners, Andrei 
Pankov, the Commerce and Industry Chamber's sub-committee 
chairman for strategic car industry innovations, said.

"We may expect serious cuts in dangerous emissions in cities only after 
the number of cars with combustion engines falls. We think that this will 
happen by 2020 when the share of electric transport in Russia reaches 
10%... if private and state investments rise," Pankov said, cited by Prime.

22. Tele2: what if? In 2013

VTB Capital

Tele2’s fate is one of the swing factors for the Russian mobile 
market in 2013, in our view. Being purchased by the Big Three 
would be a positive scenario, standalone operations a neutral 
scenario and a JV with Rostelecom a net negative scenario, but 
with limited downside, on our estimates. We are increasing our 
12-month Target Prices for MegaFon to USD 30/GDR, for MTS to 
USD 22/ADR and RUB 335/sh and VimpelCom to USD 13/ADS, and 
keeping our recommendations intact.

Tele2 an upside risk. We have incorporated stronger RUB and EUR 
forecasts into our models. This leads to a Target Price increase of 
around 5% for MegaFon, MTS ADRs and VimpelCom. Both MegaFon 
and MTS ADRs have performed well lately (MegaFon +37% since IPO, 
MTS +13% over the last three months), but we see the potential Tele2 
transaction as an upside risk. We account for Alfa’s capital injection 
in our VimpelCom model and maintain our Hold recommendation. 
VimpelCom is the least exposed to the benign Russian telecom 
market environment. MTS locals, which are set to close the gap to 
ADRs on a 12mo horizon, in our view, are still our top pick in the 
universe. We are increasing our Target Price to RUB 335/sh. Our 
three scenarios with regards to Tele2 are as follows.

• Tele2 could go to Big Three. The potential joint acquisition of Tele2 
Russia by the Big Three players is the most beneficial scenario for 
the market, in our view. We see: i) room to increase prices in the 
regions where Tele2 will be taken out (3-4% positive effect on mobile 
services EBITDA) and ii) synergies, given that the addition of Tele2 
subscribers is unlikely to lead to a significant increase of fixed costs. 
MegaFon, which derives almost all of its EBITDA from Russia, would 
benefit the most (5- 10% value uplift), whereas VimpelCom, with 
around 35% of EBITDA coming from mobile operations in Russia, 
would benefit the least (low single digits), on our estimates.

• Tele2 could form a JV with Rostelecom. Combining the mobile 
business of Tele2 and Rostelecom makes sense, in our view, 
given that i) operations are complementary geographically, ii) 
Rostelecom has 3G and 4G licenses, while Tele2 does not, and 
iii) Tele2 has expertise in the mobile business, which Rostelecom 
lacks. However, we think given the stance of the Ministry of 
Communications on Rostelecom’s strategy, the probability of such 

a deal is lower than it was six months ago. If Rostelecom and Tele2 
become aggressive, the impact on the Big Three’s revenues is likely 
to be muted: up to 4% on 2014-15F revenues, on our calculations.

• Tele2 could develop standalone operations. Unless Tele2 gets a 
data license, its prospects in Russia are rather hazy, in our view. 
Tele2 has a chance of getting tech neutrality on the 1,800 MHz 
spectrum; however, the latter will likely come with restrictions 
(minimum amount of spectrum to be used for LTE services). 
Overall, we think Tele2’s standalone operations are not a threat to 
the competitive environment in the market.

23. Malofeev might sell stake 

in Rostelecom to Prokhorov 

VTB Capital

wants RUB 167/sh price - Prokhorov wants lower price - Malofeev's 
exit would be a positive

News: The holder of a 10.5% common share stake in Rostelecom, 
Konstantin Malofeev, is negotiating with Mikhail Prokhorov's 
Onexim to sell his stake in the company, according to Vedomosti. 
Prokhorov's interest is financial rather than strategic, according to 
the article. Malofeev wants to sell his stake at RUB 167/sh, while 
Prokhorov wants an unspecified lower price, the paper reports. 
Rostelecom closed at RUB 119.6/sh yesterday.

Our View: Since the UK court lifted the arrest from Malofeev's stake 
in Rostelecom in early February, we have thought it is quite probable 
that Malofeev would sell his shares. Suleiman Kerimov made a 
successful investment in Rostelecom in 2011, when he bought 
shares from former CEO Evgeny Yurchenko and subsequently sold 
the stock to Rostelecom in a buyback at RUB 167/sh. However, 
the market price is much lower than in 2011. Prokhorov could buy 
the stock to place it via an SPO, but the purchase price would be 
important. We do not think it would be possible to have a positive 
return on a purchase price of RUB 167/sh. Overall, we think the 
market would take the Malofeev's potential exit positively.

Ivan Kim 

24. Two venture funds to be set up at 

Belarus' Hi-Tech Park in 2013

bne

Two venture funds will beset up at Belarus' Hi-Tech Park in the 
second quarter of 2013, HTP Administration Director Valery 
Tsepkalo said, BelTA reported.

First of all, this is the equity fund that will invest in the existing 
companies that generate profit. The investor, which will create the 
fund, is already known. The fund is expected to become operational 
in Q2 2013.

The next project is a venture fund for start-ups. The HTP 
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Administration is currently negotiating with a foreign investor who is 
willing to become a "business angel" for Belarusian IT developers.

He also outlined the terms on which Belarusian developers can 
expect to receive financing from venture capital funds. In the 
case of "angel investing", a venture fund usually invests $30,000-
$100,000 in a project and gets a minority block of 10-20% of the 
authorized capital. With regard to equity investment, here we are 
talking about bigger investments. The fund can claim 50% of the 
shares of a company, Valery Tsepkalo said.

25. Ukraine's media in crisis ahead 

of EU-Ukraine summit

bne

Staff at the online Unian agency held a crisis meeting on Tuesday 
over fears that its billionaire owner, Ihor Kolomoyskyi, plans to 
shut it down or to censor its output in order to curry favour with 
President Viktor Yanukovych, EU Observer reported.

The problems began last May when it sacked its respected editor-
in-chief.

They escalated in November when editors published emails from 
management telling them to stop Yanukovych-critical news during 
October's parliamentary elections.

In February, Unian published a story - quickly exposed as fake - 
saying an opposition MP thinks that Ukrainian security services 
are trying to poison him.

The scandals have prompted subscribers to flee Unian in droves, 
politicians refusing to give quotes, tenants abandoning its building 
in Kiev and journalists losing or quitting their jobs.

Thirty five Unian journalists have signed an open letter accusing 
their bosses of orchestrating "a disastrous strike on the agency's 
reputation.”

27. Mobiles: joint infrastructure company 

– Scartel – LTE spectrum

VTB Capital

News: Big Three and Scartel have revived talks on the creation 
of a joint infrastructure company, according to Vedomosti. The 
companies plan to create an infrastructure company based on 
the Scartel network (Yota Networks) to develop LTE, according 

One EU contact, who asked to remain anonymous, told EU 
Observer that Kolomoyskyi is trying to sabotage Unian in order to 
save face while protecting his other business assets from attack 
by the regime. "If he closed it down, there would be a public outcry. 
But if he forces the market to squeeze it out, he won't be blamed. It 
won't look like his personal decision," the EU source said.

Earlier, country's most popular TV station, Inter, was sold to gas 
oligarch Dmitry Firtash and Yanukovych's chief of staff, Serhiy 
Lyovochkin. After the deal, Inter axed its political talk show, 
Spravedlyvist - a prime time platform for Yanukovych critics - and 
replaced it with a show chaired by a known Yanukovych supporter.

Inter's owner, Valeriy Khoroshkovsky - Ukraine's former spy chief 
and a potential candidate in the 2014 election - has fled to Monaco 
and is "afraid" to go home in case he is arrested on bogus charges, 
according to EU diplomatic source.

Ukraine's media crisis comes ahead of an EU-Ukraine summit next 
week and amid Kiev's push to sign an association agreement and 
free trade pact with EU in November. With EU-Ukraine relations 
complicated due to Yanukovych's jailing of Tymoshenko, it could 
harm relations still further.

26. VeriFone and Yandex aiming for 

Belarusian Hi-Tech Park

bne 

VeriFone and Yandex plan to become part of the Belarusian Hi-Tech 
Park, HTP Administration Director Mr Valery Tsepkalo said, BelTA 
reported.

According to Valery Tsepkalo, the interest of major foreign 
companies in the Park has increased considerably lately. Last 
year a daughter enterprise of the Russian company Sberbank 
Technologies joined the HTP. This year daughter enterprises of the 
famous foreign companies VeriFone (an American IT developer, a 
major manufacturer of payment terminals) and Yandex (a Russian 
IT company, which owns the Yandex search system and the Yandex 
web portal) can become residents of the Park.

to the article. The Big Three players would buy stakes in the 
joint company and contribute LTE frequencies to it. The current 
legislation does not allow for the latter, but the Ministry of 
Communications plans to make amendments. Operators need an 
infrastructure company to use the LTE spectrum efficiently.

Our View: Last year, the Big Three operators and Rostelecom were 
already in talks regarding the creation of a joint infrastructure 
company based on Scartel, but the idea reportedly failed because 
the parties could not agree on the valuation of Scartel. This 
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potentially could still be an issue, as Vedomosti reports the 
discussed valuation is USD 1.5bn, and operators deem it to be high. 
Besides, its own infrastructure is a competitive advantage, and 
therefore it is of less value for companies with relatively stronger 
networks. The spectrum argument works, but then operators that 
hold adjacent spectrums could establish alliances to use it. Overall, 

28. Russia develops new law 

for Internet regulation

Gazeta.ru

Personal data protection, intellectual property rights, e-democracy, 
the fight against cybercrime, and the rules of self-regulation for 
social networks are just some of the issues to be addressed in a 
concept for the Internet regulation drafted by Russia’s executive 
branch.

The "Concept of Legal Regulation of the Internet" was drafted by 
the Presidential Executive Office, with input from a number of State 
Duma deputies. The document is intended to form the basis of the 
new Internet Law.

United Russia deputy Robert Schlegel, a co-author of the concept 
who sits on the Committee for Information Policy, Information 
Technology and Communications, noted that it had yet to be 
finalized. He stated that the document was a starting point for 
further discussion, rather than a finished article.

The text of the concept is divided into several chapters.

The first outlines the reasons why Russia urgently needs to draft 
legislation to govern online activity. For example, the document 
notes that "current procedural legislation does not provide for 
the use of the Internet in respect of legal proceedings, and does 
not recognize the evidential value of e-documents signed with 
electronic signatures, as in the case, for example, of agreements 
signed remotely via the Internet.”

In this regard, the concept highlights that "the framing of online 
regulation proposals should involve the authorities, the business 
community, civil society organizations, and citizens.”

The purpose of the bill, as presently conceived, is not only to 
"ensure the rights and freedoms of citizens online," but to 
"overcome the digital divide," "provide conditions for non-
discriminatory online access throughout the Russian Federation," 
"expand the use of electronic communications, e-commerce, and 
other commercial activity," "protect personal data and information 
in accordance with the law of the Russian Federation," and "reduce 
administrative barriers and restrictions in online interaction 
between the state and society.”

we think a joint infrastructure company makes sense both in terms 
of spectrum utilisation and capex optimisation. We do not expect 
the talks to be easy.

Ivan Kim

The proposed measures are also intended to fight cybercrime and 
bring Russian legislation in line with international conventions.

Subsequent parts of the document set out the core areas to be 
regulated by the new legislation.

The first task for legislators is to understand key online terms and 
concepts in a legal context. According to the authors, the legislation 
requires a conceptual framework that "reflects the specific nature 
of the interaction of all online parties and establishes the legal 
status of the main technological, informational, and infrastructural 
elements of the Internet, including information aggregation and 
processing, storage, file-sharing, websites, addressing, and 
hosting.”

Once the conceptual framework is in place, it remains to determine 
the territorial jurisdiction of Russia in respect to the Internet (i.e., 
which sites are subject to Russian law, and which are not), and the 
extent to which Russian legislation will conform to international 
rules in this area.

A separate body of law will regulate the use of electronic 
signatures, electronic payments, advertising, search engines, and 
social networks.

Schlegel emphasized that, in the case of social networks, most 
issues will likely come under the purview of self-regulation.

"The law will have to stipulate who is responsible for what and, for 
example, in the case of cybercrime, self-regulation will not suffice. 
But, in regard to social networks, it is not feasible to enshrine all 
scenarios in law, and not everything needs to be described, so 
some of it can be self-regulated," said the United Russia deputy.

Other areas to be regulated are the question of copyright and 
intellectual property rights, the establishment in law of the concept 
of an "open license," and the issue of how to protect personal 
data. The law will prescribe liability for online crimes, as well as 
mechanisms to combat spam, fraud, and improper advertising.

One final area that the authors of the concept deem necessary 
is a "description of the mechanisms of the Internet to 
ensure e-democracy, e-voting, citizens' involvement in public 
administration and municipal government, and citizens' 
participation in deciding matters of social significance.”
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29. CTC Media posts WoW increase 

in combined audience share in the 

week of 4 – 11 February 

VTB Capital 

News: TNS-Gallup has released its audience share estimates for 
the top 20 Russian free-to-air broadcasters to the 4+ audience for 
the week 4 – 11 February

Our View: CTC Media’s combined audience share recovered slightly 
to 10.9%, up from 10.6% last week and down from the 11.3% it 
recorded two weeks ago. ?On CTC channel, we note the continuing 
success of the new series of The Eighties (an original Russian series 
aired weekdays at 8pm) which had the highest share (over 19%) 
since its launch. Another sitcom, The Kitchen (aired weekdays at 
8pm), almost recovered its positions to the level it had two weeks 
ago (9.3%, up from 8.4% last week). However, on the negative side, 
seven of the top ten programmes aired during the reported week 
were Hollywood blockbusters (with one exception, Urals Pelmeni). 
Their amortisation might potentially continue to pressure CTC 
Media’s margins.?Other CTC Media channels, Domashny and Peretz, 
showed flat audience shares WoW, almost the same as in 4Q12 
(2.4% and 2.0% respectively). Domashny’s positions are mainly 
governed by the ongoing success of the new episodes of Magnificent 
Century (a Turkish series with a 7% share on the channel) and 
Russian films, targeting women and elderly audience. The most 
watched programmes on Peretz are its detective crime and comedy 
projects, aimed at a more junior audience.?Overall, YTD CTC Media’s 
combined audience share remained stable at 10.8%, still lagging the 
12.6% posted in 1Q12 and almost unchanged since 4Q12 (10.7%).

Anastasia Obukhova

30. Yandex - 4Q12 US GAAP; costly 

growth

VTB Capital

Yandex’s 4Q12 US GAAP numbers showed a seasonally strong 
top line (broadly expected by the market) and surprisingly weaker 
than expected margins. We believe the results show that, first, 
management has met its FY12 revenue growth guidance and, 
second, has stabilised the company’s search share over the past 
ten months. They also indicate that international expansion has 
turned out to be too expensive for the company, with both labour 
and marketing costs soaring ahead of our expectations. We are 
reiterating our cautious view on Yandex (Sell, TP USD 21), as should 
the opex growth trends posted in 4Q12 continue, top line growth 
might become costly.

Strong 4Q12 top line growth to decelerate further. 4Q12 revenues 
were up 37% YoY (in rouble terms), 1% higher than consensus. 

Text-based ad revenues (+40% YoY) were fully in line with our 
expectations, while banner ad (+12% YoY) was slightly ahead (3%) 
of our forecast. Paid clicks were up only 26% YoY vs. 61-62% YoY 
growth in 1H12, and 35% YoY in 3Q12, which was partly offset by 
11% YoY growth in cost per click amid modest (41%) growth in 
partners’ ad networks.

4Q12 YoY margins deteriorated on marketing expenses. EBITDA 
was up 25% YoY, 10% behind consensus expectations. Without any 
adjustments, the EBITDA margin would be 45% vs. the average of 
49.9% expected by consensus and vs. the 49.6% expected by us. 
Excluding expenses to SPB software management and stock-based 
compensation, the EBITDA margin came in at 48.2%, which is still 
below consensus expectations.

Maintaining share might prove too costly. 4Q12 margins 
underperformed mainly on the back of higher than expected 
SG&A, which rose 75% YoY organically (we had forecast a 47% 
YoY increase). The company attributes part of the spike in costs 
to a marketing campaign undertaken in Russia and its expansion 
in Turkey. Product development expenses (engineers’ salaries 
and wages, mainly) came in 5% higher than we had expected, 
signalling a tightening labour market (the supply of programmers 
is decreasing, while salaries are growing). Note that the company’s 
labour costs account for over 40% of total above-EBITDA costs.

FY13 top line growth guidance: downside risks to our projections. 
Yandex provided FY13 revenue growth guidance of 28-32%, which 
is slightly behind the 33% expected by the Bloomberg consensus. 
The guidance implies that revenues are to grow to RUB 36.8-37.9bn 
(USD 1.1-1.2bn) by the end of this year, which is 1-4% below our 
2013 top line forecast.

Anastasia Obukhova

31. Yandex - Weekly search share

Renaissance Capital

Weekly share of Russia internet search data released. Today (18 
February), LiveInternet released its Russian internet search engine 
market share statistics for 12-17 February. During the week under 
review, the search shares of Yandex, Google (not covered) and Mail.
ru (BUY, TP $41.4, current price $35.8) were 61.9%, 26.1% and 
8.3%, respectively.

Yandex’s overall search share solid. Yandex’s share of total search 
remained above its respective four-week and three-month 
averages of 61.8% and 60.9%. Google’s share was in line with its 
four-week average of 26.1%, but slightly below its three-month 
average of 26.4%. Mail.ru’s share was also in line with its four-week 
average of 8.3% and slightly below its three-month average of 8.5%.

Yandex leading on Chrome browsers. Yandex’s share on Chrome-
based browsers for the period reached 52.1%, ahead of its three-
month average of 50.3%. At the same time, Google held a 34.8% 
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share, below its three-month average of 35.4%. On Google’s own 
Google Chrome browser Yandex’s share has now reached 47.0%, 
ahead of its three-month average of 45.5%, while Google’s share of 
search on its own browser stood at 41.6%, in line with its three-
month average of 41.7%. On mobile Yandex’s share of search on the 
Android platform stood at 34.9%, ahead of its three-month average 
of 34.0%, while Google’s share, at 62.7%, remained below its three-
month average of 63.5%. In Turkey, Yandex’s share is now over 2%, 
vs less than 1% in September 2012.

Yandex 4Q12 results due 19 February. Yandex is set to report its 
4Q12 result s tomorrow (19 February). We forecast revenue of 
RUB8.8bn (+37% YoY), adjusted EBITDA of RUB4.3bn (+30% YoY, 
equivalent to an adjusted EBITDA margin of 48%) and adjusted net 
income of RUB2.9bn. Management will hold a conference call the 
same day at 6pm (Moscow); dial in: +1-631-510-7498, Passcode: 
95073339#. During the quarter, the Russian contextual advertising 
market saw growth of 38% YoY, which suggests Yandex’s FY12 
top-line guidance of 42-45% growth is deliverable. For FY12, the 
company is targeting broadly flat YoY adj. EBITDA profitability which 
also looks deliverable to us. However, the more imperative issue is 
the outlook for FY13 and at this stage in the year we do not expect 
the company to guide in excess of consensus, which could be 
interpreted negatively for shares in Yandex (Bloomberg consensus 
indicates 33% YoY rouble top-line growth and flat YoY EBITDA 

margins). On the margin side we believe upside potential could 
be muted given investment to promote the Yandex.Browser and 
continued push in Turkey. We are also sceptical that the company 
will confirm any form of cash return to its shareholders.

Share overhang likely to return as a theme post results: Filings 
submitted to the SEC last week show Tiger Global continued to 
reduce its stake in Yandex in 4Q12 selling 8.2mn shares (2.5% of 
shares outstanding). This is in line with the 8.5mn sold in 3Q12 and 
brings total sales by Tiger since the expiry of the post-IPO lock-up 
in November 2011 to 38.8mn shares (12% of shares o/s), including 
37.7mn since 1 January 2012. Tiger still holds a further 15.3mn 
shares (5% of shares o/s) and we see it as a continued seller in 
the name. In addition, post Yandex’s 4Q12 results, with shares now 
trading above the $25 IPO price we see increased scope for further 
sales by other pre-IPO investors including Baring Vostok and UFG. 
Based on SEC filings Baring’s sold 9.3mn shares via two blocks in 
September and December and hold a further 16% stake in Yandex 
while UFG sold 2mn shares in December and hold a further 3% 
stake. Shares in Yandex are currently trading on 14.0x and 12.4x 
2013E and 2014E EV/EBITDA vs Mail’s 12.5x and 10.4x.

David Ferguson 
Nick Robinson
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