
Yandex Posts Steady Results After
Turbulent 2019
Earnings beat analysts' expectations, but profits fell short.
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Yandex is Russia's largest technology company. Sergei Konkov / TASS

Russian technology giant Yandex cut its reliance on advertising revenues last year and saw
strong revenue growth, but profits were behind expectations, financial results for 2019
released by the company Friday have shown.

Revenues at the Nasdaq-listed firm were up 37% over the year to $2.8 billion, with profits
coming in at a headline $380 million. However, that was below what analysts had pencilled in,
pushing Yandex’s share price down 4% from recent record highs. Stocks in the tech behemoth
were trading at $46.57 on Tuesday morning in New York.

Yandex’s diversification away from advertising revenues intensified, with ad income
accounting for 70% of total revenues — a significant reduction from the 96% recorded in
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2016. The shift was led by a surge in income at Yandex's "Taxi" accounting segment, which
now accounts for more than one in every five rubles the firm takes in.

That division includes not only the ride-hailing joint venture formed with Uber in 2017, but
also Yandex’s self-driving cars division and food tech businesses including restaurant
delivery service Yandex Eats and grocery delivery arm, Yandex Lavka. This entire segment
turned profitable for the first time last year, with earnings before interest, tax, depreciation
and amortization (EBITDA) of 271 million rubles ($4.25m) in the final quarter of the year, up
from a loss of 129 million rubles in the same period in 2018 ($2m). 

Related article: Yandex To Launch Car-Sharing in Europe – FT

Nevertheless, search remains Yandex’s primary cash cow, and it consolidated its position as
the market leader ahead of Google, with its market share inching up from 56.5% to 57.5%,
according to data from Yandex Radar. The company added that it expects the new Russian law
mandating the pre-installation of Russian software on smartphones to have a positive impact
on the company’s dominance in the search market.

“The increase of adjusted EBITDA was driven by the improving profitability of our ride-
hailing business, partially offset by investments in autonomous vehicles and food tech
initiatives as we expanded our autonomous vehicles fleet and launched Yandex.Lavka
service,” the company said. 

The results cap off a turbulent 2019 for Yandex, which saw its share price rocked by proposed
legislation to restrict foreign ownership at Russian technology companies.

The year culminated in a major overhaul of its governance structure, following 13 months of
negotiations with the Kremlin. A new public interest foundation and board, made up of
Yandex senior management and external directors was registered in Kaliningrad and handed
veto power over significant ownership transactions and business operations concerning
customer data. The structure seeks to address the Russian government’s concerns that the
U.S.-listed company — seen as a critical piece of Russia’s national online infrastructure —
could be bought-out and controlled by foreign shareholders. 

Related article: Yandex Is Safe for Now, but Kremlin Compromise Is Fragile

In terms of acquisitions, the company snapped up Q&A service TheQuestion and online
ticketing platform TicketSteam. Yandex Taxi is reportedly considering an initial public
offering (IPO), which could value the spin-off at between $5-8 billion, while its promising
driverless car business will be put into a separate business arm.

At the same time, the firm’s alliance with Sberbank weakened following Yandex rejecting a
takeover bid from Russia’s largest bank at the end of 2018. Sberbank shifted its attention to
Mail.Ru, Yandex’s main rival, as its preferred technology partner, with significant tie-ups on
food delivery and ride-hailing ventures. 

Even though some industry observers said Sberbank’s actions amounted to an “informal
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declaration of war” on Yandex, the two companies are still tied through two joint ventures:
Yandex.Money, a market leader in electronic payment services, and the Yandex.Market group
of companies, which operates e-commerce marketplaces.

With its relationship with the Kremlin and Sberbank seemingly stable for now, in 2020
Yandex could benefit of Russian laws on data localization and pre-installed software designed
to support the domestic internet industry.

A version of this article first appeared on East-West Digital News.

Original url:
https://www.themoscowtimes.com/2020/02/18/yandex-earnings-2019-posts-steady-results-a69335

https://www.ewdn.com/2019/07/26/sberbank-inks-new-alliance-with-mail-ru-group-in-ride-sharing-and-food-delivery-sberbank-yandex-partnership-under-question/
https://www.ewdn.com/2017/08/09/yandex-and-sberbank-agree-500-million-jv-plan-to-create-leading-e-commerce-ecosystem-in-russia/
https://www.ewdn.com/2017/08/09/yandex-and-sberbank-agree-500-million-jv-plan-to-create-leading-e-commerce-ecosystem-in-russia/
https://www.themoscowtimes.com/2020/02/13/russia-fines-twitter-and-facebook-63000-each-over-data-law-a69280
https://www.themoscowtimes.com/2019/12/02/russia-bans-iphone-sale-without-russian-apps-a68313
https://www.ewdn.com/2020/02/18/taxi-hailing-and-foodtech-on-the-rise-yandex-announces-growing-and-more-diversified-revenues-in-2019/

