. Moscow Times

30 YEARS INDEPENDENT NEWS FROM RUSSIA

There's Still a Huge Influx of Foreign
Cash to Russia

December 20, 2017

(Bloomberg) — Ultimately, international sanctions and the worst relations with the U.S. since
the Cold War did little to deter an influx of foreign cash.

Russian companies are set to rack up $2.8 billion in initial public offerings in Moscow and
London this year, the most since 2011. In a year when the U.S. toughened penalties against
Moscow, oil’s recovery and monetary easing have fanned the appeal of the nation’s equity
placements amid a 30 percent rally in emerging-market stocks.

Russia’s IPO market has been frozen since 2014, when commodity prices collapsed and some
of the country’s biggest companies were slapped with sanctions as punishment for the
nation’s role in the Ukraine crisis. The uptick in share sales is evidence of revived appetite as
the economy emerges from its longest recession this century and as raw-material prices
approach multi-year highs. Total equity sales, including additional issuance, were about $6.5
billion this year, according to data compiled by Bloomberg.



Related article: The Weaponization of Tedium Is Putin’s New Strategy (Op-ed)

“Russia was effectively shut out of capital markets for several years since the invasion of
Crimea, the war in Ukraine and the imposition of sanctions, so there were lots of Russian
companies starving for equity capital,” Julian Rimmer, an emerging-markets trader at
Investec Bank Plc in London, said by email. “Russia looked more appealing with an easing
cycle in place, a stabilizing economy and a solid ruble.”

Billionaire Oleg Deripaska’s En+ Group Plc used the proceeds from its sale to pay down a
$942.6 million debt to state banks. Others like metals giant Severstal PJSC are positioning for
further inflows by selling stock to boost their weighting in the indexes investors track.

Animal Spirits

“The main reason why we saw an increase in additional equity sales this year was the
shareholders’ desire to boost the liquidity of shares,” said Vladimir Vedeneev, chief
investment officer at Raiffeisen Capital Asset Management in Moscow. “Considering the
relatively stable oil price and absence of new geopolitical shocks, this trend will likely
continue next year.”

Some offerings have stumbled. Children’s goods retailer Detsky Mir sold 21.1 billion rubles of
stock in February, in the biggest sale by a Russian consumer-goods company in three years,
and attracted foreign investors including Vanguard Group Inc. and Credit Agricole SA.

The stock rose as much as 29 percent above its IPO price this year before collapsing in
December, when a court froze controlling shareholder Sistema PJSC’s 52 percent stake in the
retailer.

Still, with Brent crude trading 12 percent stronger this year and the Bank of Russia pushing on
with rate reductions, the equity sales will continue, according to Vitaly Isakov, a money
manager at Otkritie Asset Management.

“The Russian bull market is here to stay for another 3 to 5 years, triggering animal spirits in
issuers and investors,” Isakov said. “I expect the Russian equity sales rush to continue.”
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