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Russian Dividends under sanctions: Not that

bad

The dividends for 2021, despite the toughest sanctions against Russia in the
country's history, look decent, but are certainly below what Russian companies and
banks could have declared, given their huge dividends pay-out potential. Revenues
of Russian companies for 2021 exceeded £30 trin. The record figure was 2.6 times
higher than that in 2020 and twice as high as before the pandemic, according to
Rosstat statistics service. In December, corporate earnings rose 3.2 times year-on-
year to P4 trin. Consolidated profit of mining companies rose 2.5 times to £7 trin in
2021.

RECORD NET PROFIT OF RUSSIAN COMPANIES IN 2021
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Source: Russia's Federal Statistics Service, ITI Capital

Unsurprisingly, prior to the conflict in Ukraine, we had assumed that total dividends
for 2021 would exceed £5.1 trin, or $70 bin, compared to actual £2.9 trin now (almost
half the potential), of which 44% are Gazprom's £1.3 trin in dividends, certainly the
all-time high. Exporters' share of total payments for 2021 was 94%, compared with
the expected 80% and the 10-year average of 70-75%. In fact, only slightly more than
a third (30) of over 80 most deep-pocketed companies will pay dividends for 2021.
This is an all-time low, which is not even comparable with the pandemic-stricken
2020. Back then, more than 60 companies paid dividends on the back of a strong
recovery in the commodity and capital markets.

If it weren't for the conflict in Ukraine, dividend could have been a powerful growth
driver for Russian companies and the market as a whole on the way to new
records. See: Russia record dividends for 3Q21 and estimates for 2021 22.12.2021
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RUSSIAN COMPANIES' DIVIDENDS: COULD HAVE BEEN HIGHER
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With Gazprom's large share in the Russian dividends payments and a high dividend
yield of 19% for 2021, the weighted average yield for 2021 could be 15.2%, compared
with an average yield of 9.6% (before the conflict), 6% for 2020 and 9% for the pre-
pandemic 2019. Despite all these factors, dividend yields in the Russian market have
remained high - thanks to the oil and gas sector in general and Gazprom in particular,
Russia has ranked first in the world in this respect.
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AVERAGE ANNUAL DIVIDEND YIELDS GLOBALLY, %

12.0%
10.0%
8.0%
6.0%
4.0%

TNIRERERARARANTY
0.0%

(b\e\\'b{\#{\@ﬁ_o S I S I P S SR

& & &:\) & P \B«Qiﬁqze}@é\@@l&iﬁ’o&% o {(;i;\#‘ ’\‘;\@be;’“:iﬁ?}\ o

oy O\)\. )

Source: Bloomberg, ITI Capital

Dividend season finally started

As the geopolitical situation worsened, many companies, including NLMK, Severstal,
LSR, Cherkizovo, MMK, Veon, Evraz, Lukoil, MD Group, Enel Russia, Rusago, X5,
Unipro and the Moscow Exchange decided to skip dividends. Meanwhile, according
to the recent disclosures, Nornickel, MTS, Bank St. Petersburg, Beluga Group, Inter
RAO, Lenenergo, Segezha, Phosagro, Gazprom, Gazprom Neft, Tatneft, Rosneft,
Rostelecom and Surgutneftegaz intend to pay dividends. We also expect Alrosa to
declare dividends.

Gazprom, Gazprom Neft, Rosneft, MTS, Surgutneftegaz and Rostelecom have
already pleased investors by declaring dividends in May.

Gazprom The BoD recommends paying £52.53 per share for 2021, in line with its
dividend policy. The dividend yield may reach 19%. The BoD has recommended to set
the date in which the company determines holders eligible to receive dividends for
July 20, 2022.

Gazprom Neft The BoD of Gazprom's oil arm has recommended a final ordinary stock
dividend for 2021 of £16 per share (a 3.8% dividend yield). Given a £40/share
dividend paid out for 9M21, the total dividend for 2021 will stand at £56/share. The
date in which the company determines holders eligible to receive dividends is set for
8 July 2022.

Rosneft The BoD has recommended a final dividend of £23.63/share for 2021 in line
with the company's dividend policy. The dividend yield may reach 6%.
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Surgutneftegaz The BoD has recommended dividends for 2021 as follows: £0.8 per
ordinary share (a 4% dividend yield) and £4.73 per preferred share (a 13% dividend
yield).

MTS The BoD has recommended shareholders to approve the dividend for 2021 in
the amount of £33.85 per share (dividend yield of 18% at £257 per share). The date
in which the company determines holders eligible to receive dividends is set for July
12.

The dividends exceeded investors' expectations, since the major shareholder,
Sistema, which positions itself as an investment fund, is willing to have funds to
invest in other businesses that may be up for sale in the current geopolitical
environment, according to our assessment.

MTS earlier set an interim dividend for 1H21 at £10.55/share, a full-year dividend was
expected at P30/share, in our view.

Rostelecom The BoD has recommended an interim dividend of £4.56 per share for
2021, with a potential yield of 8%. Total pay-out may amount to £15.9 bin, or 50% of
the company's net profit for 2021.

The date in which the company determines holders eligible to receive dividends is
set for July 20, 2022.

Alrosa Although Alrosa has not yet declared dividends, we plan to add the stocks to
our dividend portfolio, since we assume the company is highly likely to do so.
According to the dividend policy, with the current net debt/EBITDA ratio the company
returns 100% of free cash flow (FCF) to investors through dividends, which
corresponds to a £5.6 per share yield. At the same time, the level of dividend
payments should be at least 50% of IFRS net income for the year, which corresponds
to a £6.2 per share yield. Therefore, according to our estimates, Alrosa's final
dividend yield may reach 7.7-8.5%.

MOST COMPANIES WILL KEEP DR LISTING. DIVIDENDS WILL ACCRUE, BUT THERE
ARE NUANCES

Most of the 19 Russian companies that applied to the government for depositary
receipt programmes have received permission to keep them, the Finance Ministry
said. Gazprom, MMK and Magnit were rejected. Investors willing to switch to local
equities will be able to do so voluntarily, while the rest will be given time to exit the
stocks, including by selling them on the OTC market.

Holders of depositary receipts are eligible to receive dividends if the programme is
extended. Dividends are paid to depositary receipt holders who have a depositary
receipt account. The currency control restrictions introduced in March of this year
apply, namely that creditors from unfriendly states will be able to receive funds due
to them under existing debt obligations from residents of Russia in special so-called
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“C-type” accounts opened with Russian credit institutions on application.

It cannot be ruled out that investors who are not willing to be subject to currency
controls inside Russia would prefer to sell depositary receipts in the OTC market to

residents.
Yield of the Annual Payment of o Annual
Change since Nearest dividend ) Annual Sl . " U Payment Capitalisation, £ Rk
Company Sector Share price, £ Period nearest i Record date dividend per interim dividends, dividend
01.01.22 per share, 2 e Yield date min

dividend share, 2 2 min payout, 2 min
Primorye Finances 38 000.00 -0.5% 1310 4K21  3.4% 3.4%  30-May-22 1310 328 13-lun-22 9500 328
Levenhuk T 12.26 -23.3% 0.244616547 4K21  2.0% 2.0% 1-Jun-22 0.244616547 13 15-Jun-22 649 13
Krasnoyarskenergosbyt Utilities 10.01 16.0% 0.846632826 4K21  8.5% 8.5% 2-Jun-22 0.846632826 505 16-lun-22 5966 505
Segezha Woed processing 9.00 -18.9% 0.64 4K21  71%  11.8% 2-Jun-22 . 10042 16-Jun-22 141163 16 631
Ryazan Energy Retail Company Electricity 20.90 17.8% 240411458 4K21  11.5% 11.5% 9-Jun-22  2.40411458 498 23-Jun-22 4325 498
Inter RAO i 321 24.8% 0.2365838 4K21  7.4% 7.4%  10-Jun-22  0.2365838 24699 24-Jun-22 335228 24 699
Lenenergo-ord 7.66 -8.2% 03479 4K21  4.5% 45%  10-Jun-22 0.3479 2965 24-Jun-22 80438 2965
Lenenergo-pref Utilities 162.40 -4.2% 21.2238 4K21  13.1%  13.1%  10-Jun-22 21.2238 1979 24-lun-22 80438 1979
Bank Saint Petersburg-pref Finances 13.60 27.9% 011 4K21  0.8% 08%  14-Jun-22 0.11 2 28-Jun-22 273 2
Nornickel Mining 20 178.00 -11.6% 1166.22 4K21  5.8%  13.3%  14-Jun-22 2689.39 179195 28-Jun-22 3100443 413237
Beluga Group Retail 2341.00 -30.1% 47.24  4K31 2.0% 2.0% 17-Jun-22 47.24 746 1-Jul-22 36988 746
International Medical Center Biotechnology 700.50 -29.4% 18 4K21 2.6% 5.9% 21-Jun-22 41.5 27 5-jul-22 1046 62
Seligdar Mini 48.05 -16.9% 45 4K21  9.4% 9.4%  21-Jun-22 45 3791 5-Jul22 40475 3791
Russian grids Centre and Privolzhye 0.21 -7.7% 0.0278233 4K21  13.1%  13.1%  27-Jjun-22  0.0278233 3136 11-Jul-22 23971 3136
Russian grids Kuban 59.60 -10.2% 0.0278233  4K21  0.0% 0.0% 27-jun-22  0.0278233 9 11-Jul-22 19 946 9
Russian grids Center 0.29 -30.5% 0.0278233 4K21  9.6% 9.6%  27-Jun-22  0.0278233 1175 11-Jul-22 12176 1175
Russian grids Volga 0.03 -38.5% 0.00032305 4K21  1.1% 11%  28-Jun-22 0.00032305 61 12-Jul-22 5725 61
IDGC of Urals 0.19 6.1% 00249 4K21 13.2%  13.2%  28-Jun-22 0.0249 2177 12-Jul-22 16489 2177
Russian grids Moscow Region 0.91 -26.5% 0.095 4K21  10.4% 10.4% 3-Jul-22 0.095 4627 17-ul-22 44348 4627
Stavropolenergosbyt 0.65 -5.4% 0.0846086 4K21 13.0%  13.0% 4-jul-22  0.0846086 73 18-Jul-22 559 73
Gazprom Neft 0il & Gas 418.05 -23.3% 16 4K21  3.8%  13.4% 8-Jul-22 56 75861 22-Jul-22 1982 100 265513
Abrau-Durso Retail 172.50 -10.9% 344 4K21  2.0% 2.0% 8-Jul-22 3.44 337 22-uk22 16 905 337
Tatneft-pref Oil & Gas 357.10 -22.3% 16.14  4K21  4.5% 11.9% 8-Jul-22 42.64 2381 22-Jul-22 896482 6290
Tatneft-ord 0il & Gas 387.30 -22.6% 16.14 4K21  4.2%  11.0% 8-Jul-22 42.64 35164 22-Jul-22 806 482 92 899
Rosneft 0il & Gas 381.10 -36.5% 23.6 4K21  6.2%  10.9%  11-Jul-22 41.63 250117 25-Jul-22 4038966 441202
Nizhnekamskneftekhim-ord Oil & Gas 78.45 -29.2% 0.744  4K21  0.9% 13.1% 11-Jul-22 10.244 1199  25-Jul-22 126 403 16 506
Nizhnekamskneftekhim-pref Oil & Gas 61.80 -39.2% 0.744  4K21  1.2%  16.6%  11-Jul-22 10.244 163 25-Jul-22 13533 2243
MTS T™T 253.00 -15.3% 33.85 4K21  13.4%  17.5%  12-Jul-22 44.4 67645 26-Jul-22 505 591 88728
Surgutneftegaz-ord Oil and Gas 22.15 -44.3% 0.8 4K21 3.6% 3.6% 20-Jul-22 0.8 28581 3-Aug-22 791 152 28581
Surgutneftegaz-pref Oil and Gas 35.40 -8.0% 473 4K21 13.4%  13.4% 20-Jul-22 4.73 36430 3-Aug-22 272651 36 430
Gazprom 0il & Gas 298.05 -13.2% 55.53 4K21 18.6%  18.6%  20-Jul-22 55.53 1314590 3-Aug-22 7055891 1314590
Rostelecom-pref ™T 58.41 -33.0% 4.56 4K21  7.8% 7.8% 20-Jul-22 4.56 14970 3-Aug-22 204 009 14970
Rostelecom-pref T™T 58.45 -23.2% 456 4K21  7.8% 7.8% 20-Jul-22 4.56 956  3-Aug-22 204 009 956
Phosagro Mining 7 136.00 22.3% 390 4K21  55%  12.4% 885 50505 924112 114 608
Alrosa Mining 72.73 -40.8% 6.2 4K21  85% 20.6% 14.99 45663 535 654 45 663

2946 230
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Elizaveta Herne | Research Analyst | Elizaveta Herne@iticapital.com
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ITI Capital Limited
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25 Old Broad Street,
London EC2N 1HQ,
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+44 (0) 20 3889 8331

WEB:
iticapital.com

ITI Capital Ltd. (hereinafter, the “Company”) is not responsible for
and does not give any warranties in connection with the transfer of
marketing materials. This marketing document is for information
purposes only. Any information in this document is based on data
obtained from sources believed by the Company to be reliable, but
no representations, guarantees or warranties are made by the
Company with regard to the accuracy, completeness or suitability
of the data. The information contained herein does not constitute
the provision of investment advice. It is not intended to be nor
should it be construed as an offer or solicitation to acquire, or
dispose of, any of the financial instruments and/or securities
mentioned in this document and will not form the basis or a part of
any contract or offer.

Neither the Company, nor its affiliates, principals, directors,
employees or agents accept any liability for any direct or
consequential loss arising from any use of this marketing
document and any accompanying materials. Investors should
make their own investment decisions using their own independent
advisors, as they believe necessary and based upon their specific
financial situations and investment objectives when investing. This
material is not intended for the use of Private Customers as that
term is defined under the Financial Services and Markets Act 2000
in the United Kingdom. This material has been approved for
publication in the United Kingdom and European Union by ITI
Capital Limited, authorised and regulated by the Financial Services
Authority and a member firm of the London Stock Exchange.
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