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KEGOC: Financial results for the 2nd quarter 2025

Buy

JSC "KEGOC" delivered a moderately positive report for Q2 2025. 
The company demonstrated a sharp increase in revenue driven by 
a significant rise in tariffs across all major services starting from 
April 1 this year. This translated into higher profit figures in 
absolute terms. However, margins declined slightly due to faster 
growth in expenses relative to revenue. We also note a sharp 
increase in capital expenditures, which may mark the beginning of 
a new investment cycle into large-scale infrastructure projects. As 
a result, our valuation model incorporated stronger capex growth. 
Along with updating key financial indicators, another important 
factor driving the lower valuation was an increase in the risk-free 
rate. Rising yields on government bonds in Kazakhstan led to 
higher WACC. Consequently, the target price per KEGOC share 
was lowered to 1,930 KZT, implying 34% upside potential. 
Recommendation — Buy. 

(+) Accelerating revenue growth. The company’s quarterly revenue 
in Q2 2025 rose by 30% YoY and 8% QoQ. The acceleration in 
revenue growth was driven by a sharp increase in tariffs. Specifically, 
quarterly revenue from electricity transmission rose by 23% YoY, 
reflecting a 23% YoY tariff increase, while transmission volumes in 
megawatts stagnated. The largest revenue component — services for 
using the National Electricity Grid (NEG) — grew by 28% YoY, 
supported by a 4% increase in volumes and a 23% tariff hike. For the 
other two main revenue streams, tariffs rose by roughly 10% YoY, 
leading to a 13% YoY increase in balancing services revenue and a 
14% YoY increase in dispatching services revenue. Notably, balancing 
electricity sales surged by 63% YoY. Overall, quarterly electricity 
production volumes in Kazakhstan grew by 3.7% YoY. 

(–) Decline in margin indicators. The company’s quarterly gross 
margin fell from 29.7% in 2024 to 25.6% in 2025 due to faster cost 
growth compared to revenue. Service costs rose by 37% YoY, 
primarily driven by higher technological electricity losses (+36% YoY) 
and electricity purchases to compensate for interstate flows (+96% 
YoY). The cost of technological losses continues to rise amid sharp 
increases in market electricity prices. Other major expenses, such as 
labor costs and depreciation, also rose by 27% and 13% YoY, 
respectively. The quarterly EBITDA margin fell from 42.6% in 2024 to 
37.1%. Nevertheless, overall revenue growth led to higher profit in 
absolute terms. As a result, quarterly net profit increased 14% YoY to 
15.7 bln KZT, or 57.1 KZT per share. KEGOC’s net margin declined 
from 19% last year to 16.5%. 
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Quarterly free cash flow dropped 81% YoY due to a 15-fold increase 
in capex compared to Q2 last year. For H1 2025, capex surged 252% 
YoY. However, quarterly operating cash flow rose 72% YoY. 

Our opinion and valuation model changes. Overall, we assess 
KEGOC’s financial results as moderately positive. As expected, 
revenue rose sharply following tariff hikes. Despite this, the 
company’s quarterly margins again came in below last year’s levels. 
Another round of tariff increases is scheduled for October, 
suggesting further revenue growth ahead. While margins contracted 
in percentage terms, operating and net profit grew in absolute terms, 
raising prospects for higher dividends. However, the sharp rise in H1 
2025 capex likely marks the beginning of a new investment cycle in 
large infrastructure, which will act as a headwind for dividend 
growth. In our valuation model, we raised our capex forecast for 
2025 given the significant increase in Q2. We also updated all key 
financial indicators and increased the discount rate due to sharply 
higher yields on government bonds in Kazakhstan. Taken together, 
these adjustments reduced our target price for KEGOC shares to 
1,930 KZT, offering 34% upside potential. Recommendation – 
"Buy."
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Illustration 1. Key changes in the latest version of the valuation model

Illustration 4. Current Rating Percentage from Freedom Broker for KASE securities

Illustration 2. Previous recommendations and price targets from Freedom Broker. 
(B - "buy", H - "hold", S - "sell")

APPENDIX

Changes Date of valuation
Change, % Comments

19.05.2025 19.08.2025

WACC, % 15,9 17,2 +1,3 p.p
Increase in yield of 10-year government bonds 
of the Republic of Kazakhstan on the market

Capex, 2025, billion KZT 80 100 +25%
Strong actual growth of capital expenditures 
in the 2nd quarter

Recommendation Quantity Percentage

Buy 7 70%

Hold 2 20%

Sell 1 10%
-

Illustration 3. P/E and EV/EBITDA multiples according to Freedom Broker estimates
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License https://ffin.global/licence/
Public company " Freedom Finance Global PLC» (hereinafter referred to as the Company) provides brokerage (agency) services in the securities market on the territory of 
the Astana International Financial Center (AIFC) in the Republic of Kazakhstan. Subject to the requirements, conditions, restrictions and / or instructions of the current AIFC 
legislation, the Company is authorized to carry out the following regulated activities under License No. AFSA-A-LA-2020-0019: investment transactions as a principal, 
investment transactions as an agent, investment management, providing investment advice and organizing investment transactions. The information and materials posted 
in this section are for reference and informational purposes only, addressed to Freedom clients Finance Global PLC is not an individual investment recommendation, is not 
an offer to invest in shares of various companies.
The materials contained in this document are of a reference and informational nature with respect to the object of investment research (hereinafter referred to as the 
Issuer), and are addressed to current retail and potential retail clients of the Company. The information contained in this document has been obtained from publicly 
available sources and is considered reliable by the author(s), however, the author(s) make no warranties or representations, express or implied, regarding its accuracy or 
completeness. The information is not intended to be used as a basis for making any investment decisions by any individual or legal entity. This information does not 
constitute an investment recommendation, nor is it an offer or solicitation to buy or sell any security.
Owning securities and other financial instruments is always associated with risks: the value of securities and other financial instruments may rise or fall. Past investment 
results do not guarantee future income. In accordance with the law, the company does not guarantee or promise future investment returns, does not guarantee the 
reliability of possible investments and the stability of possible income.

Disclosure of information
- The author(s) or member of his/her family of this report have no financial interest in the securities of the Issuer
- The author(s) or their family member(s) of this report are not aware of any conflicts of interest that could influence the content or publication of this report.
- The author(s) or a member of his/her family of this report do not have a sufficient amount of the Issuer's securities in their personal portfolio to have a significant 
impact on the quotes in the event of their sale.
- The order of subordination of the author(s) and his/her/their remuneration does not lead to a conflict of interest
- The Company and its related person do not hold 1% or more of the total issued share capital of the Issuer
- The Company and its related person do not act as a corporate broker for the Issuer.
- The Issuer does not have a significant stake in the Company's share
- The Company may be a market maker in relation to the Issuer's shares. A detailed list of financial instruments is available on the website of the Kazakhstan Stock 
Exchange at this link: https://kase.kz/ru/membership/SEVEN/

Rating system
- Buy: A stock that, at the time of rating, is expected to increase in price by more than 20 percent over the next 6-12 months.
- Hold: A stock that, at the time of rating, is expected to move in price in the range of minus 10 percent to plus 10 percent over the next 6-12 months.
- Sell: A stock that, at the time of rating, is expected to decline in price by more than 10 percent over the next 6-12 months.


