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MSCI Russia November review: two
candidates for inclusion

The period (October 19-30) used for calculating minimum requirements for MSCI
Russia has started last week. The semi-annual global indices review will take place
after markets close on November 10. The effective date is December 1, 2020. Major
changes are expected in November, which will affect certain stocks and the entire
MSCI Russia. The standard cut-off dates for the prices used for calculating minimum
requirements including minimum free float market capitalization and liquidity
requirements are any one of the last business days of October (October 19 - 30) for
the November Semi‐Annual Index Review (SAIR).

BOTTOM LINE: INFLOW OF $350 MLN

Unless MSCI makes an exception and lowers the minimum market capitalization
required for inclusion into for MSCI Russia from $3,200 mln for and free float
capitalization - from $1,600 mln, Rostelecom (RTKM RX) may not make it to the index,
while Tinkoff (TCSG RX) and Mail Group (Mail RX) will certainly do.
The only candidate for exclusion is MMK, the third largest steel producer in Russia
and one of the world's largest.
Therefore, we expect $150 mln in passive inflows and $300 mln in active inflows, a
total of $450 mln. The expected outflow, if MMK is excluded from the index, will
amount to $90 mln, of which one third will be passive funds. The net inflow, including
three admissions and one exclusion, would be just over $350 mln. We anticipate that
the total number of companies in MSCI Russia will increase to 24 from the current
23. 

CANDIDATES FOR INCLUSION: MAIL GROUP (MAIL RX) AND TINKOFF BANK
(TCSG RX)

1. Mail.ru Group with a weight of 1.8% and a total inflow of $270 mln, of which $90
mln are passive funds, which is 6.5 times the 30-days average daily trading volume
(ADTV). The total inflow, including active funds, will exceed the average daily
turnover by 20 times.

2. Tinkoff with a weight of 1.4% and a total inflow of $210 mln, of which $70 mln are
passive funds, which is 10 times the 30-days ADTV. The total inflow, including active
funds, will exceed the average daily turnover by 30 times. 

HOW TO MAKE MONEY ON INCLUSION?

The changes will be announced on November 10 and will come into effect on
December 1.
Traditionally the stocks rally a week before the official announcement, that is from
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November 3 and on the date of inclusion, that is December 1. However given that
November 3 is the US Presidential Election 2020 Voting Date the stocks will be
volatile and if there is a delay in voting, a pick-up in global volatility will have an
impact on Mail.ru Group as well.
Under the best-case scenario, we expect the stock to pick up by 10% before and on
the date of announcement (November 10) and by 5-7% on the date of inclusion,
which is December 1.
Passive inflows are expected on the date of inclusion, which is December 1, active
inflows on the date of announcement, which is November 10.

 HOW LIKELY IS IT THAT MMK WILL BE EXCLUDED FROM MSCI RUSSIA?

Since October 8, 2020, MMK's free float capitalisation has fallen below the MSCI
Russia free-float threshold of $1 072 mln (in the event of a semi-annual review).
Since October 19, which is the first cut-off date for the prices used for calculating
MSCI Russia minimum requirements, MMK's free float capitalisation was already
below the MSCI Russia free-float threshold by $60 mln.

MMK FREE FLOAT-ADJUSTED CAPITALISATION

Source: ITI Capital, Bloomberg
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MSCI CONSTITUENTS

Source: ITI Capital, Bloomberg
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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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