
Nikolai Lukashevich, Senior Director, Head of Russia/CIS Corporates, Fitch Ratings 

6 December 2018 

2019 Russian Corporates Outlook 

XVI Russian Bond Congress 
 



1 

High share of  investment grade ratings 

 30% of the portfolio in Oct 2018 

 4% improvement yoy 

Share of ‘B’-range and below ratings is stable 

 22% in Oct 2018 

 Unchanged yoy 

‘BB’ credits dominate 

 48% in Oct 2018, 52% in Oct 2017 
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Upgrades heavily outweigh downgrades 

Positive Outlooks continue to outweigh 

Negative Outlooks 

Almost 20% of the portfolio on Positive 

Outlook 

 Positive Outlook on the sovereign drives 

many corporates outlooks 

Positive momentum is likely to continue into 

2019 

Positive Momentum Continues 
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Commodities prices are  reasonably 

comfortable 

 

Particularly on a medium-term basis 

Commodities Prices Comfortable 
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Low inflation resilient in the face of FX 

pressure 

 Inflation is modestly rising but close to 

historic lows 

 Below 4% CBR target 

 

Growth is sluggish and slowing down 

 Fitch estimates/expects GDP growth at  

 2% in 2018 

 1.5% in 2019 

 1.9% in 2020 

Macroeconomic Stabilisation 
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Modest corporate growth ahead 

 Sharp deceleration from 2017 

 Growth expectations reflect conservative 

price deck assumptions on key 

commodities 

Profitability Improving 

 May be hit by lower commodities prices 

from 2019 onwards 

Sanctions discourage opportunistic search 

for growth 

 

Modest Growth 
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Deleveraging no longer a priority 

 Significant deleveraging since 2015 

 Leverage remains modest in absolute 

terms 

 But also in the international peer context 

Conservative capital structures reflect 

geopolitical risks 

 Corporates are wary that they may be hit 

by squeezes in the Russian banking sector 

and access to international funding 

Moderate Leverage 
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Modest coverage improvement continues 

 Primarily an impact of lower interest  

 Substantial lag effect 

 Also benefiting from moderate leverage 

 Coverages tighter vs. international peers 

 

Liquidity is generally not a concern 

 

Declining Coverages 
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Internally generated cash flow is sufficient to 

cover capex 

 Capex is expected to grow 

Free cash flow post dividends is close to zero 

 Free cash is largely returned to 

shareholders 

 Significant flexibility with shareholder 

remuneration 

 

 

 

 

Robust Cash Flow 
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FX funding discipline strong 

 Good match between FX debt and cash 

flows 

Low short-term FX redemptions 

 Higher refinancing risks in 2020 

 

Rouble funding is key 

 

FX Risks 
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Fitch Ratings’ credit ratings rely on factual information received from issuers and other sources. 

Fitch Ratings cannot ensure that all such information will be accurate and complete. Further, ratings are inherently forward-

looking, embody assumptions and predictions that by their nature cannot be verified as facts, and can be affected by future 

events or conditions that were not anticipated at the time a rating was issued or affirmed. 

The information in this presentation is provided “as is” without any representation or warranty. A Fitch Ratings credit rating is 

an opinion as to the creditworthiness of a security and does not address the risk of loss due to risks other than credit risk, 

unless such risk is specifically mentioned. A Fitch Ratings report is not a substitute for information provided to investors by the 

issuer and its agents in connection with a sale of securities. 

Ratings may be changed or withdrawn at any time for any reason in the sole discretion of Fitch Ratings. The agency does not 

provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security.  

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE 

LIMITATIONS AND DISCLAIMERS AND THE TERMS OF USE OF SUCH RATINGS AT WWW.FITCHRATINGS.COM. 
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