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Online Advertising

(42% of 2019 revenues)

ÁAdverse impact started in mid-March, with more pronounced negative effect so far in 2Q

ÁImpacts vary significantly by sector. Some of the worst hit verticals include: apparel/fashion, auto, luxury goods, travel, 

tourism, restaurants, entertainment. Other verticals have been relatively resilient or growing, including health and medicine, 

telco, dating, media services, eCommerce, Games, FMCG

ÁSMEs are generally most impacted, but we have relatively low exposure, at below 25% of advertising revenue 

ÁPerformance is holding up better than branded ads, with the vast majority of our ad revenues coming from performance 

formats

ÁWe do not have significant advertising revenue concentration. Our largest verticals are FMCG and eCommerce, which 

have been relatively resilient. All other verticals account for less than 10% of total ad revenues each

ÁAlthough rising engagement leads to temporary adverse impact on CPMs and ad efficiency, we continue enhancing our 

advertising technologies to be able to continue to grow ad market share in a normalized macro environment

MMO Games

(32% of 2019 revenues)

ÁBeing a purely online business, gaming has been among relative beneficiaries from COVID-19, with Gaming the largest 

entertainment segment globally

ÁSince the back end of March we started to see positive impact from stay-at-home behavior on DAU and CCU, 

especially in traditional home platforms like PC and Console. Trends have carried so far into 2Q 

ÁDiscretionary nature of gaming could adversely impact but we are focused on F2P and mobile, which makes us relatively 

well-positioned

ÁOur global diversification (69% of revenue in Q1 was international) helps diversify macro risks and allows to benefit from 

FX weakness

Community IVAS 

(19% of 2019 revenues)

ÁSegment is more resilient than advertising, with stay-at-home behavior resulting in higher online engagement, including 

around exchange of stickers, gifts and social games

ÁMusic subscription services continue to see solid growth in subscriber numbers (including trials)

Other

(7% of 2019 revenues)

ÁEdtech: as a business with marginal offline component and given the stay-at-home mode for students and teachers, 

platforms have seen an increase in traffic. EdTech is now the largest revenue contributor within New Initiatives

ÁB2B Cloud: enhanced digitalization of industries and move to remote work should result in higher demand 

ÁClassifieds: Business has been diversifying from advertising revenues towards listing and subscription revenue streams 

across several verticals. General classifieds is the largest vertical and it tends to be more resilient in a weak macro 

environment

Source: Internal data 

COVID-19 impacts across revenue lines in Q1
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Challenging global advertising backdrop into Q2 
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Global digital advertising revenue 

projections into 2Q (ex-China)

Source: Internal data. Barclays Research, PwC/IAB (Barclays notes that thse categories have not been broken out since 2016, but are likely similar), JP Morgan: estimates are based on a 

2.4% global GDP decline in 2020, with growth of 5% in 2021, Citibank, Jefferies, IMF, WTO

ÅAdvertising, including digital, is a function of GDP growth, with COVID-19 developments suggesting that 2020 

might be a reseccionary year globally

ÅJPM expects global Internet ad spend to decline 6% in 2020 but increase by 15% in 2021 given the anticipated 

growth recovery as lockdowns end. MS thinks that US ad market will decline by 8% in 2020, with online ads 

declining by 2% (as much as -20%+ YoY in 2Q), followed by +10% growth in 2021

ÅMarket and company commentary from China suggests that while ads could see 10-25% YoY impact in 1Q, the ad 

market has likely bottomed in early Feb, when lockdown ended, and there are positive signs on the demand side in 

the past weeks. Hence, while 2Q could be challenging for global ad markets (ex-China), there could be at least 

partial normalization in 2H
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Russia is not an exception, but we are well-diversified
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Russian advertising market split, 2019 (RUBbn)

Source: Internal data. IAB Russia, AKAR, VTB Capital, Citibank

ÅAnalysts estimate that each week of lockdown decreases Russian 2020 GDP growth by ~0.5%. In the past 10 years, 

Russian digital ad market has shown 0.85 correlation with GDP growth

ÅDigital has been the main advertising channel in Russia since 2018, accounting for >49% of ad wallet in 2019. At 

the time of 2008-09 and 2014-15 shocks digital accounted for 6-9% and 25-32% of ad market respectively. Arguably, this 

should mean even higher correlation between digital advertising and GDP growth

ÅBusinesses saw clear headwinds during previous recessions, but the effect was over the course of many months vs. 

COVID-19 forcing an immediate widespread business shut down. However, in many cases budgets are being deferred 

rather than cancelled, and hence stabilization in COVID-19/oil leaves room for utilization of these budgets in 2H

ÅIn the short-run, business diversification into more defensive revenue streams helps, with MMO Games, perceived as a 

net beneficiary from COVID-19 and related stay-at-home-behaviour, being our second largest revenue stream with a 

32% revenue share in 2019 vs 42% for online advertising
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Q2 Outlook
ÅWhile the unprecedented current situation means that 2020 has started with some significant challenges, we 

feel relatively well-positioned given our profitability, FCF generation capacity and well-diversified

revenue streams

V Online advertising performance is expected to be weaker in Q2 vs Q1, with negative growth in our 

current base case  

V IVAS is expected to continue to hold up better than advertising, supported by high engagement across 

social games, ongoing music subscription growth as well as need for people to share emotions and 

support each other through gifts and stickers while maintaining physical distance. We expects IVAS to 

remain in positive territory in Q2

V MMO Games are seeing support from engagement and our pipeline is on track, including planned 

launch of console version of Warface in Q2. We expect an acceleration in Games revenues in Q2 vs 

13.4% YoY growth in Q1, with growth of above 20% YoY seen in March

V Other revenues should continue to demonstrate solid double digit growth, with EdTech being the key 

area of strength (grew at triple digit rate in Q1), while this is the largest component of New Initiatives 

Å Although we are not yet in position to provide explicit updated guidance for the Group given lack of visibility 

around the ultimate duration of lockdowns, oil/RUB trajectory, magnitude of state support, in our current 

stress-test scenario, where we see return to growth in digital advertising only in 2021, we still expect 2020 to 

be a solid growth year for the Group, albeit at the expense of lower profitability given the temporary shift 

in revenue mix towards structurally lower-margin Games segment(1). 

Source: Internal data 1) EBITDA margin of S&C segment was 54.1% in 2019 vs 15.7% for Games
5



Ongoing engagement strength ςbasis for future revenue growth
Å In the meantime, ongoing lockdowns result in more engagement across all our key platforms: 

VPC, being the traditional home platform for online games, is seeing the strongest positive impact on engagement so far, with 

Warface growing CCU by 33% and DAU by 23% MoM on April 15. Skyforge was +55%/+49%, Conquerorôs Blade +76%/+29% 

and Lost Ark +26%/+25% respectively. Mobile games are also seeing a boost, with Hustle Castle, our top-3 title, reaching a 

new daily revenue record of RUB128mn on April 15 

VGaming DAU on VK was +15% WoW, with OKôs mobile games audience growing 27% YoY during the first lockdown week

VOur local #PlayAtHomeStandUnited Games campaign streams received 2.3mn views within three weeks, while MY.GAMES 

Store saw traffic jump 25% at the end of March

VDuring the first 9 days of April, VK saw daily calls rise by 35% vs mid-Feb, with 20% growth in messages sent, 33% rise in 

video views, 48% increase in watched streams and 17% for Stories

VVK Mini Apps DAU was +260% MoM during the last week of March, with a 120% increase in the number of those looking 

through Mini Apps catalogue. MAU has further grown from 27.6mn in March to 28.4mn so far in April

VNumber of group calls on OK grew by 70% during the second half of March, with a 4x increase for calls with five+ 

participants. The number of sent messages increased during the first week of April by 37% YoY, with the number of confirmed 

friend requests up 39.6% and video views up 28%

VGeekbrains saw a 120% jump in new users, 648% spike in portal registrations and 89% growth in new paid students MoM

during the first two weeks of lockdown 

VSkillbox saw a 33% increase in WAU on April 12, with the share of active users rising to 21% from 17.6% and weekly 

homework submissions rising by 40% MoM

VDC saw a 60% spike in downloads, 33% rise in DAU and 22% increase in restaurant orders during the same period. Share 

of orders from first-time users rose from <10% to 15%

VOur e-mail service moved into top-5 most downloaded apps in Russia in App Store and Google Play at the end of March 

and remains within top-10 

Source: Internal data
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Focus area Recent developments Key results

SMB clients
Goal: Growth in overall 

SMB presence and their 

conversion to paying 

customers

ÅNew product to promote business pages in VK with easy

launch from mobile

ÅTools for campaign efficiency tracking:

īTracker of messages coming from ads to VK business 

pages

ÅThe new promotion product already takes

~15% of budgets spent on VKôsmobile ad

platform

Å# of SMBs paying for ads in VK increased by

21% YoY in March

Performance 

products
Goal: improve efficiency 

and increase usage of 

higher value-added 

products

ÅStrategies for ad optimization:

īNew goal in oCPM model ïsubscription to VK business 

pages. The model optimizes ad impressions in such a 

way as to maximize acquisition of new subscribers while 

keeping the cost of subscriber within the set target 

ÅImprovements in targeting algorithms & solutions:

īEven more sophisticated ML-based algorithm behind the 

VK target audience suggestor interface. The algorithm 

identifies similar communities and analyses their patterns 

and content in order to suggest the most relevant 

audience

īContextual targeting in myTarget got additional high-

quality sources and simplified selection of contextual 

phrases

ÅNew platform for in-app ads verification:

īThird parties analytics on ad viewability metrics in MRG 

and within the partner networksô mobile apps

Å >50% of advertisers interested in expanding

their subscriber base have switched to the new

oCPM model. Since the launch, average cost

of a new subscriber has been reduced by

58%

Å Overall contribution of the models with

embedded optimization features continued to

grow in Q1. Their share in ad budgets

increased by 80% YoY(1)

Å Improved algorithms in VK target audience

suggestor brought 2x increase in CTR

Å 2.1x YoY in contextual targeting revenue vs

Q1 2019(1). The product is being developed on

the basis of search queries on MRG platforms,

growing with social commerce and classifieds

evolution

Source: 1) myTarget and VK statistics on cash spending

AdTechςlatest results across key focus areas (1/2)
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Focus area Recent developments Key results

Ad network
Goal: Monetise ad 

inventory beyond Groupôs 

assets

On the basis of myTarget platform and brand:

Å Integration with one of the top-3 largest mediation 

platforms, which allows, among other things, to display 

myTarget ads on my.com games inventory

Å Additions of several largest publishers

Å Improvement of site quality rating system, which is 

used for discounting CPM rates and rebalancing traffic

Å SDK now supports Playable ads in rewarded video 

format

Å 1.3x YoY in the ad network revenue in 

Q1ô20. Its share in the total ads revenue 

was ~9%(1)

Å # of partners providing ad inventory grew 

1.2x YoY in March

OMNI-channel & 

New products
Goal: Strengthen already 

leading position in brand 

advertising by offering 

new products with cross-

frequency reach and 

enter adjacent markets 

with new solutions

Å Partnership with Magnit, the 2nd largest domestic 

retailer, for development of marketing technologies and 

O2O analytics: 

īDeeper targeting and O2O attribution of digital ad 

campaigns for advertisers

īNarrower customer segmentation for the retailer

īEmploying the marketplace of external audience 

segments in myTarget

Å Start of selling ad inventory across Delivery Club 

resources with O2O ad formats, including in-app 

advertising, and in-depth offline targeting. 

Å Results to be evaluated later as 

partnership matures

Source: 1) Management accounts

AdTechςlatest results across key focus areas (2/2)



2006 2009

ÅVK remains a strong leader among communication platforms in Russia, with 73.4m MAU (+4% YoY), 

including 67m on mobile (+9% YoY) as of March

ÅVK is focused on continuously developing new features to grow its user base, 

support engagement and increase time spent on its platform

VK Launch

2007 2008 2010-11

Audio & Video 

Platforms

Blogging Platform,

News Feed,

Mobile App

Ads Platform,

Games Platform,

International Version

Apps Platform,

Gifts

2012-13

2017

Ad Exchange, 

Communities 

Platform

2014-15

2016 2018

Stickers, 

Marketplace 

in Communities

Voice & Video Calls,

VK Pay, VK Mini Apps

Platform

VK Music,

Discover 

Section,

Ads Network

Smart Feed with Ads,

Stories, VK Live,

Money Transfers

VKςthe leading communication and entertainment 
platform in Russia and the CIS

Source: Internal data

QR Code Platform,

Mobile App Redesign,

AliExpress Integration,

Advertising Account 

Redesign

2019

New Explore Section,

New Ecommerce 

Platform,

Interactive Stickers in 

Stories

YTD
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ÅUser engagement growth continues 

to boost total time spent, +5.5% YoY 

in Q1 to 38 minutes per day, 

including 11% growth on mobile

ÅVK's most active user category 

remains the 12ï24 year-olds, who 

spent on average 62 minutes per 

day on the social network in 

February

Q
1

, 
Y

o
Y

+16% 
Stories published monthly

+44% 
Live streams posted daily

+40%
Messages delivered daily 

+24% 
Video / audio calls made monthly

VK ςuser engagement and time spent growth continues

COVID-19 influence on user behavior:

ÅSince Russia started to move into stay-at-home regime in light of COVID-19, VK started to experience an 

engagement boost (data for the first 9 days of April vs mid-February):

Å+35% in daily calls

Å+20% in messages sent

Å+33% in video views

Å+48% in live stream views

Å+17% in Story views

Å+15% in Gaming DAU

Source: Internal data 10

These behavior patterns have carried so far into Q2 



Sep-17 Dec-17 Mar-18 Jun-18 Sep-18 Dec-18 Mar-19 Jun-19 Sep-19 Dec-19 Mar-20

Story Views (bn) Video Views (bn)

Sep-17 Dec-17 Mar-18 Jun-18 Sep-18 Dec-18 Mar-19 Jun-19 Sep-19 Dec-19 Mar-20

ÅWe are actively investing in our Stories and Video products, among others, in 2020 in order to 

continue to grow engagement even after lockdown is lifted in Russia

8

2.1

~4x
23.8

10.5

>2x

VK remains competitive in key content 
consumption formats

Source: Internal data 11



Outside multiple product updates, VK launched over 50 initiatives supporting 

users and businesses in light of ongoing COVID-19 influences in Russia:

Å Integration tools for schools, universities and businesses to be able to carry 

online education and communication

Å Temporary doubling of advertising budgets on SMEsô mobile accounts on 

VK and OK (until June 30)

Å Limited-time special music subscription trial offer for just RUB1 (finished);

Å COVID-19 information center and newsfeed, which not only offers related 

newsflow, but also various discounts for online services as well as ideas about 

how to productively spend quarantine, with >20mn WAU in these services

Å WHO launched an official group in VK and together we issued an article about 

COVID-19

Å Videos of theatrical performances to celebrate the day of theatre in Russia 

despite the lockdown as well as daily live concerts and reading club meetings. 

A new ñWatch at Homeò collection was added to the Videos section

Å Various flash mobs to entertain and distract users from ongoing crisis

Multiple COVID-19 and other initiatives
Our goal is to support users and businesses in the 

current difficult environment with a safe way to 

communicate, learn, entertain and do business, while 

enjoying near-term engagement and audience growth 

and providing room for additional future monetization on 

the back of multiple ongoing product initiatives

Source: Internal data 12OK social network held multiple additional initiatives as well



Å New version of VK mobile app was rolled out in Q1, 

with changed navigation and design. 

Recommendations and newsfeed are now placed in 

first tab, followed by Mini Apps, VK Pay, Communities 

and streaming services, which is a reflection of focus of 

VK and basis for its ecosystem development in the 

coming years

Å Goal is for services to become increasingly 

integrated, native and personalized while covering 

an increasingly broad set of usersô online and offline 

needs with continued deep focus on communication 

and content

Å In February, the first 100,000 users were invited to rate 

the new version of the app after several months of 

using it. 71% of those who voted said they liked the 

new version more than the previous one

New version of the VK mobile app went live

Source: Internal data 13


