
EOS Russia – MRSK Newsletter 4/12/15 

MRSK Volga share issue values the company 5 times above the market 

On November 27, an EGM of MRSK Volga approved a share issue at a valuation of about 5 times 

above its current share price. The share issue is needed to finance the construction of assets related 

to the soccer World Cup in 2018. Rosseti will be injecting the funds and its share in the company is 

expected to increase from 67.6% to 69.4%. The share issue values the company at the par value of 

its shares of R0.10, compared with their current market price of around R0.02.  

Other MRSK developments 

Although the published 9 months RAS results of our four core MRSKs are mixed, with the 

aggregated EBIT being down by 7% Y/Y, the July tariff increase may help to produce a reasonable 

final result at the end of the traditionally strong 4th quarter, depending on any one-off items 

booked at year-end. 

On August 31, the Russian business paper Vedomosti cited several sources, including some in the 

government, saying that the CEO of Rosseti, Oleg Budargin, was about to be dismissed. The sources 

cited inefficiency and general dissatisfaction. Nevertheless, Budargin has at least so far held on to 

his post.   

Little should be expected on the MRSK reform side as long as the Ukraine crisis keeps on going and 

the European sanctions remain in place. On a positive note, a cease fire has been achieved in 

Ukraine, there is progress in the implementation of the Minsk agreement and, in general, Russia’s 

relationship with the West is now improving.  

Valuations and share prices 

According to Bloomberg, the five Russian distribution companies listed below are currently traded 

at 58-83% discounts to Emerging Market peers on 2013-15 EV/EBITDA and P/E multiples. 

 

 

EV/EBITDA P/E P/B

2013 2014 2015F 2013 2014 2015F 2013

Russian distribution companies avg 3,2 3,0 3,2 4,4 3,3 3,7 0,2

EM's distribution companies avg 7,4 9,5 8,9 12,1 19,7 12,6 2,3

DM's distribution companies avg 9,9 10,8 10,5 13,8 16,8 15,5 2,4

Discount to EM's peers -58% -68% -64% -63% -83% -71% -90%

Discount to DM's peers -68% -72% -70% -68% -80% -76% -90%

*Source Bloomberg, data as of 17 November 2015

Russian discos include: Moscow United DisCo, MRSK Center, MRSK Volga, MRSK North-West,

MRSK Center-Volga

EM peers include: Equatorial Energia (BRA), Light (BRA), Manila Electric (PHI)

DM peers include: Terna SPA (ITA), Snam SPA (ITA), Redes Energeticas (PL), National Grid PLC (GB)

United Utilities Group PLC (GB)

Note: values exceeding 30 have been excluded


