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SOVEREIGN EUROBONDS: yields and spreads
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Ukraine 5Y CDS 2,096bp [EEEEEN]
EQUITIES

Stock market indices

UX (Ukraine) 1,042.38

MSCI World 411.69

MSCI EM 961.37

RTS (Russia) 782.62

WIG-20 (Poland) 2,337.21

S&P 500 (USA) 2,044.81

Notes: Chg — percentage change, if not otherwise indicated;
[1] — total traded volume for stocks listed in
green- or red-shaded box means gain or loss, respectively,

of the index or security.

Sources: Bloomberg, UX, Investment Capital Ukraine LLC.
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Donbas war: No ceasefire, sides uncompromising

Over the weekend, military and civilian casualties mount further as Ukraine's military
reported a sizable increase in the number of attacks by pro-Kremlin militants, with as many
as 50 on Saturday and about 40 on Sunday. Reliable sources report no ceasefire in sight in
Donetsk as the Kremlin continues to ignore the Minsk agreement. Although a meeting of
the heads of Ukraine, Germany, France and Russia was planned in Astana, Kazakhstan on
January 15, German Chancellor Angela Merkel postponed the event following a phone call
on the recent developments with President Putin. Although Putin reaffirmed his position of
seeking a peaceful resolution on the Donbas war, pro-Kremlin militants continue to be
supplied and supported by the Russian army.

During his visit to Paris on Sunday to commemorate the victims of the January 9 terrorist
attack, President Poroshenko told journalists that the meeting in Astana is still being
planned and that he had the support of French and German leaders. Merkel conditioned
that Russia must fulfill its obligations under the Minsk agreement. Only after that would she
and other participants consider a meeting in Astana for another round of talks.

In our view, the Russia stance reflects the Kremlin's ad hoc strategy of avoiding a quick
solution to the standoff with Ukraine. The lengthy process of the standoff has been useful to
the Kremlin as it has used the impact of the Western sanctions to consolidate support
inside Russia. On top of this, the Kremlin has built a case recently for the EU to reconsider
the sanctions, igniting fears among some EU officials that the collapse of the Russian
economy could drag the EU's economy with it. The position of Germany and the US is
clear: the sanctions will only be lifted after the Minsk agreement is reinstated. In the
meantime, any progress is limited by the prolonged stalemate and lack of resolution as
Russia continues on this purposeful path.

Alexander Valchyshen, Kiev, +38044 2200120 ext.721
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Yield curve of the local bond market
(as of market close on 9 Jan 2015)
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Bond market indicators (as of 9 Jan 2015)

Last Daily Weekly MoM YTD
chg (%) chg (%) chg (%) chg (%)

MONEY MARKET KIEV PRIME RATES (%)

O/n [y -1130p -265bp +225bp

1wk kY -87bp -137bp +188bp

im EROR  -250p  -40bp  +87bp

2m ENEY 250p  -25bp  +50bp

3m ENGN  -250p  -25bp  +50bp
LIQUIDITY WIDE MEASUREMENT (UAHm)

CBacc’s' N/A N/A N/A N/A N/A
CDs? N/A N/A N/A N/A N/A
Sovgns® N/A N/A N/A N/A N/A
Total N/A N/A N/A N/A N/A
HOLDERS OF UAH SOVEREIGN BONDS (UAHm)

Cbank 318,123

Banks 91,932

Resid's* 23,722

Non-res® 21,121

Total 454,898

NDF IMPLIED YIELDS (%)

3m 26.91

6m 20.60

9m 18.40

1yr 17.51

LOCAL CURRENCY UAH SOVEREIGN BOND YIELDS (%)

Mar '13 N/A +0bp  +0bp  +0bp
Jan '14 \7ZN +3200bp +0bp  +0bp +0bp
Aug '15° N/A +0bp INEREY +Obp

EUROBONDS USD SOVEREIGN BOND YIELDS (%)

(CDRYCI ANl -69bp | -108bp +296bp
Jun '16 RIX*IM +344bp +971bp
Jul'17 27.76 ERREN +486bp
Sep '20 18.85 ERREIY +423bp
Sep '21 18.54 AN +404bp
Sep '22 16.25 [EERK +249hp
Feb '23 15.56 R} +227hp

Notes: [1] banks’ account balance at NBU; [2] certificates of
deposits issued by NBU; [3] UAH sovereign bonds due next
30 days; [4] residents; [5] non-residents; [6] VAT bond.

Sources: Bloomberg, Investment Capital Ukraine LLC.
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Chart 1. Kiev Prime rates (%), last 12-month period

Chart 2. UAH NDF implied yields (%), last 12-month period
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Sources: Bloomberg, Investment Capital Ukraine LLC.

Chart 3. UAH sovereign yield curve (%) as of 9 Jan 2015

3m 6M M 1Y
800 (%)
60.0
40.0 m
200 ‘ \
-200
-40.0
9-Jan 9-Mar 9-May 9-Jul 9-Sep 9-Nov 9-Jan

Sources: Bloomberg, Investment Capital Ukraine LLC.

Chart 4. USD sovereign yield curve (%) as of 9 Jan 2015
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Chart 5. Banking sector liquidity (UAHbn), last 12-month period
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Sources: Bloomberg, Investment Capital Ukraine LLC.

Chart 6. Breakdown of liquidity pool (%) as of 9 Jan 2015
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Chart 7. Holders of sovereign bonds (UAHbn), last 12 months

Sovgn bonds due
next 30 days
11.0

100% = UAH41,073.60m, as of 31-Dec-14

CDs
8.0

Central bank
accounts
81.0

Sources: National Bank of Ukraine, Ministry of Finance of Ukraine, ICU.

Chart 8. Domestic sovereign debt (%) as of 9 Jan 2015
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Table 1. Ukrainian stocks (closing prices as of 9-Jan-2015)

Share price performance (% change) Valuation (US$) Free float (FF) & Liquidity P/E EV/EBITDA EV/Sales Ratios

Company Bloomberg  Listing Last Daily MoM YTD YoY Last Market EV FF FF Lastday 3Mavg. FF share FF 2014 2015E 2016E 2014 2015E 2016E 2014 2015E 2016E P/B Debt/

Ticker price price cap (m) (m) (%) mktcap turnover turnover traded turnover (x) Assets

(US$m) (US$ 000) (US$ 000) (%)  (days) (%)

ENERGY
Cadogan Petrol... ~ CADLN  London 9.88 GBp 015 346 -13.0 402 13.9 0.0 14.3 0.04 2,407 Neg. N/A N/A 1.9 N/A N/A Neg. NA  NA 0.2 0.0
Coal Energy CLEPW  Warsaw 0.76 PLN 0.21 95 1354 250 2.4 14.9 13.5 0.38 261 Neg. N/A N/A 6.0 N/A N/A 11 N/A N/A 01 398
JKX Oil & Gas JKXLN  London 12.25 GBp 019 319 370 472 15.1 68.5 70.6 1.14 88 49 5.3 1.0 0.6 0.7 0.6 0.2 0.2 0.2 0.1 55
Regal Petroleum RPTLN  London 4.42 GBp 0.07 215 -8.6 809 17.4 0.2 3.3 0.03 2,948  Neg. 107 N/A- Neg. Neg. Neg. Neg. Neg. Neg. 0.2 0.0
METALLURGY
Ferrexpo PLC FXPOLN  London 55.50 GBp 0.84 4954 6979 224 111.0 687.2 838.4 0.80 125 1.9 1.9 47 1.4 15 2.3 0.4 05 0.6 04 351
FOOD AND AGRIBUSINESS
AgroGeneration ~ ALAGR FP  EN Paris 0.40 EUR 047 438 950 340 149 1.9 1.4 0.07 1,507 Neg. N/A N/A~ Neg. N/A N/A 15 N/A N/A 09 359
Agroliga AGLPW  Warsaw 9.95 PLN 2.76 43 51 167 0.7 04 35 0.61 163 1.1 N/A N/A 15 N/A N/A 0.3 NA  NA 0.4 5.7
Agroton AGTPW  Warsaw 1.42 PLN 0.39 85 538 262 2.2 108.9 36.3 1.16 86  Neg. N/A NA 201 179 N/A 0.7 0.6 N/A 01 284
Astarta Holdin... ASTPW  Warsaw 24.98 PLN 6.94 1735 4044 310 53.8 34.3 108.1 0.07 1,362 57  Neg. 4.4 53 37 4.4 0.9 1.0 1.0 05 382
Avangard AVGR LI London Intl 2.10USD 210 1341 3454 217 29.1 2.0 19.6 0.14 738 0.6 15 1.1 1.1 2.0 2.0 0.5 0.6 0.7 02 17.8
IMC IMCPW  Warsaw 6.00 PLN 167 522 1914 239 12.5 37 7.6 0.05 2,205 2.0  Neg. 2.2 35 37 37 17 1.2 11 03 387
Kernel Holding... KER PW  Warsaw 29.34 PLN 8.15 649.6 1,293.8 588 381.8 525.2 921.3 0.19 519  Neg. 39 4.2 5.8 37 4.0 0.5 05 05 0.6 39.1
KSG Agro KSGPW  Warsaw 1.14PLN 0.32 48 1159 344 1.6 48.1 38.0 0.78 129 Neg. N/A 02 133 N/A N/A 1.6 1.2 1.0 03 445
MHP MHPC LI London Intl 9.10USD 9.10 961.6 2,092.0 223 214.6 773 333.9 0.22 456 6.2 164 34 5.4 4.2 4.2 14 15 14 19 470
Milkiland MLKPW  Warsaw 1.70 PLN 047 148 1339 20.0 3.0 115 9.7 0.50 202 11  Neg. 388 4.0 47 43 0.3 04 04 0.1 308
Mriya Agrohold...  MAYA GF  Frankfurt 0.59 EUR 070 742 8020 20.0 14.8 0.0 0.7 0.01 10,423 0.8 0.9 0.3 49 3.0 2.7 1.6 1.9 1.9 02 453
Ovostar Union OVOPW  Warsaw 73.00 PLN 2028 1217 1313 250 304 46 29.7 0.12 818 4.0 7.6 5.5 3.6 48 43 15 17 14 0.9 8.5
TRANSPORTATION
KDM Shipping KDM PW  Warsaw 5.49 PLN +356 02 +356 -825 153 142 -24 109 15 0.6 0.1 0.01 11,297 2.1 N/A N/A~ Neg. N/A N/A~ Neg. N/A N/A 0.2 5.6
CONSTRUCTION
T™MM TR61 GF  Frankfurt 0.07 EUR 0.09 44 1315 131 0.6 0.0 0.1 0.02 6,141 Neg. N/A N/A Neg. N/A N/A 39 NA  NA 0.0 455

Notes: min - millions; FF - free float; n/a - not available; neg. - negative; a company name (the left column of the table) is shortened to fit the column and hence in some cases is not displayed in full; *** - P/E is above 10,000x. Sources: Bloomberg, ICU.
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Hryvnia rises in real trade-weighted terms

The hryvnia closed at 15.8/USD last Friday, up 0.04% from previous day,
according to Bloomberg. Although the FX rate has inched up 0.13% since the
beginning of 2015, the market's relative calm does not correlate with macro
developments as Ukraine's CPI rose 3% month-on-month and 25% year-on-
year in December. This highly inflationary environment is quite damaging to
the currency 's nominal rate, particularly as the US dollar gained quite sizably
this year versus most currencies, namely the euro (down 2.12% YTD) and
the Russian ruble (down 2.15% YTD). As a result, the hryvnia 's real trade
weighted value rose 2.73% YTD and 0.89% last Friday.

Alexander Valchyshen, Kiev, +38044 2200120 ext.242

Readers may follow the ICU trade-weighted indices of the local-currency,
the hryvnia (UAH), on the ICU website and Bloomberg (type: ALLX UTWI
<GO>).

Section on FX market is continued on next page.

ICU’s UAH trade-weighted indices
(Last 12-month history to 12 Jan 2015)
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FX market indicators (as of 9 Jan 2015)
Last Daily Weekly MoM YTD

chg (%) chg (%) chg (%) chg (%)

USD/UAH MARKET (HRYVNIA per US DOLLAR)

Spotmkt 157990 +1.08 | -0.13
NBUavg  15.7496 +1.10 | -0.12
Ttl vim' 265.11 -7.54 -38.47
$volume?  206.91 -4.40 -41.60
NDF3M  16.8500 -1.35
NDF6M  17.4000 -1.25
NDF1Y  18.4500 2.22

TRADE-WEIGHTED INDICES (TWIs, points)

VGO el +0.89 +3.38 +6.43
UGICEoL syl +0.89 +3.38 +6.43
(VGICEIE R PRYAN +0.89 +3.38 +6.43
USGINECINCRGE  -0.47 | +0.94 +3.66

FX RATES OF KEY CURRENCIES THAT SHAPE UAH’s TWIs
USD/RUB  62.0393 +5.60 +14.38 +2.15
EUR/USD 1.1842 -1.33  -430 -2.12
USD/CNY  6.2087 +0.02 +0.34 +0.05
USD/PLN 3.6036 +0.49 +7.26 +1.69
USD/TRY 2.2946 215 +122 -1.73
USD/BYR 13,945.00 +26.77 +27.35 +26.77
USD/KZT ~ 183.0600 +0.30 +0.65 +0.39
OTHER MAJOR CURRENCIES

USD/JPY  118.5000

GBPAUSD  1.5160

USD/CHF 1.0143

AUD/USD  0.8204

USD/CAD 1.1867

USD/BRL 2.6329

USD/KRW  1,089.68

COMMIDITIES

Gold($/0z) 1,222.52

WTlcrude®  48.36

Brenterd®  49.37

Urals crd® N/A~ +0.00 +0.00 +0.00 +0.00
TR/JCRB* 22557

Notes: [1] trading volume in all foreign currencies (US$m);
[2] trading volume in the pair USD/UAH (US$m);

[3] crude oil price (USD per barrel); [4] the Thomson Reuters/
Jefferies CRB Index. A green-/red-shaded box means gain or
loss, respectively, of the investment into the asset.
Currencies are gaining when their exchange rates strengthen
versus USD.

Sources: Bloomberg, Investment Capital Ukraine LLC.
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Chart 9. Spot market rates USD/UAH: last 12-month and 5-year periods (UAH per USD, left and right respectively)
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Chart 10. NDF market rates USD/UAH: last 12-month and 5-year periods (UAH per USD, left and right respectively)
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Chart 11. Trading volume: last 12-month and 5-year periods (US$m, left and right respectively)
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Sources: National Bank of Ukraine, Bloomberg, Investment Capital Ukraine LLC.

Sources: National Bank of Ukraine, Investment Capital Ukraine LLC.

Chart 12. 30D MA* ratio of FX market turnover to merchandise trade: last 12m and 5yr periods (%, left and right respectively)
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Note: * 30-day moving average; The boxes of the right chart show high and low values. Sources: NBU, State Statistics Service of Ukraine, Bloomberg, Investment Capital Ukraine LLC.
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Chart page #2: ICU's UAH trade-weighted indices

The following charts depict ICU's Ukrainian hryvnia trade-weighted indices which were calculated in accordance with methodology
published in the Quarterly Report "Keep the music playing" dated 31 January 2013 and, then, updated, in the Quarterly Report

"Muddling through no more" dated 14 August 2013.

Chart 13. Nominal and CPI-based real TWIs of UAH, history of
last 12-month period

Chart 14. Nominal, CPI- and PPI-based TWIs of UAH,
history of last 5-year period
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Source: Investment Capital Ukraine LLC.
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9-Dec-14

Chart 15. Deviation of UAH trade-weighted indices from their 5-year moving averages: last 12-month and 5-year periods (%, left and right respectively)
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Source: Investment Capital Ukraine LLC.
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Note: the boxes indicate the high and low values of CPI-based TWI.
Source: Investment Capital Ukraine LLC.

9-Dec-14

Chart 16. Deviation of UAH trade-weighted indices from their 10-year moving averages: last 12-month and 5-year periods (%, left and right respectively)
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Source: Investment Capital Ukraine LLC.
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Disclosures

ANALYST CERTIFICATION

This research publication has been prepared by the analyst(s), whose name(s) appear on the front page of this publication.
The analyst(s) hereby certifies that the views expressed within this publication accurately reflect her/his own views about
the subject financial instruments or issuers and no part of her/his compensation was, is, or will be directly or indirectly
related to the inclusion of specific recommendations or views within this research publication.

EQUITY RATING DEFINITIONS

Buy: Forecasted 12-month total return greater than 20%
Hold: Forecasted 12-month total return 0% to 20%
Sell: Forecasted 12-month total return less than 0%

Note: total return is share price appreciation to a target price in relative terms plus forecasted dividend yield.

DEBT RATING DEFINITIONS

Buy: Forecasted 12-month total return significantly greater than that of relevant benchmark
Hold: Forecasted 12-month total return is in line with or modestly deviates from relevant benchmark
Sell: Forecasted 12-month total return significantly less than that of relevant benchmark
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and database rights protection exists in this report and it may not be reproduced, distributed or published by any person for any purpose
without the prior express consent of Investment Capital Ukraine LLC. All rights are reserved. Any investments referred to herein may
involve significant risk, are not necessarily available in all jurisdictions, may be illiquid and may not be suitable for all

investors. The value of, or income from, any investments referred to herein may fluctuate and/or be affected by E' ‘E
changes in exchange rates. Past performance is not indicative of future results. Investors should make their own

investigations and investment decisions without relying on this report. Only investors with sufficient knowledge and

experience in financial matters to evaluate the merits and risks should consider an investment in any issuer or market EL
discussed herein and other persons should not take any action on the basis of this report.

Additional information is available upon request.
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