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Key market indicators (as of 6 Oct 2015)

Last Daily YTD
chg (%) chg (%)

FX & MONEY RATES

USD/UAH 21.2650

USD/UAH (1Y NDF) 25.1474

EUR/USD 11272

USD/RUB 63.4311
KievPRIME O/N (%) 18.56
KievPRIME 1M (%) 22.50 +0bp

SOVEREIGN EUROBONDS: yields and spreads

Ukraine 15, Eurobond (%) N/A +0bp EEREZIld]
Ukraine 17, Eurobond (%) 25.58 -218bp
Ukraine 22, Eurobond (%) 12.83 -342bp
Ukraine 23, Eurobond (%) 12.29 -328bp
Ukraine 5Y CDS Obp -2,199bp
EQUITIES

Stock market indices

UX (Ukraine) 849.91 -3.62 -17.75
MSCI World 396.23 WL -5.01
MSCI EM PR +0.90 -13.35
RTS (Russia) BPlosl  +2.67  +5.02

WIG-20 (Poland)
S&P 500 (USA)

2,102.87 BRIV -9.20
1,979.92 -0.36 -3.84

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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Privatbank requires an UAH8.0bn capital injection per early estimates

In his response to the results of its 2015 stress test, Privatbank's CEO Mr. Dubilet contests
the increase to UAH8.0bn (+35.2% compared to 2Q15 UAS report) in regulatory capital
required, claiming that there was a material overstatement of this amount. He stated that
the NBU insists on an additional provisioning of UAH7.1bn to cover corporate loans (+4.5%
according to according to the 2Q15 IFRS report) and UAHO0.9bn for retail loans (+3.5 %).

Ukraine’s largest bank was also the latest of the solvent banks to complete the previous
year's recapitalization plan. The bank's shareholders have committed to replace US$150m
of Tier 2 capital (subordinated bonds) due in January 2016 with their own funds. As of
today, however, only US$70m of subordinated debt has been issued.

In our opinion, Privatbank might exercise its market power and bargain for a lower amount.
In our opinion, the bank's loan portfolio, at least 40% of which is related third party loans, is
significantly under-provided. As of 2Q15, the bank has formed reserves for corporate
borrowers of only 10.3% of the gross portfolio and 19.0% for retail loans.

A new chance for retail FX loans

Parliament has passed a populist and highly criticized bill in July 2015 making every FX
retail loan eligible for forced conversion into hryvnias at the exchange rate effective at the
origination date. While the bill was never signed into law, banks were required to submit an
offer that would increase the performance of their FX retail loan portfolios.

The new proposal clearly resembles the first version of the bill that was introduced back in
2014 that never made it to the floor. Under the most recent offer, only mortgages up to
US$150,000 for primary residences are eligible for a 25% reduction of the outstanding debt.
All fines and penalties incurred during the 2014-2015 crisis will be waived upon the
restructuring.

The bill has the support of NBU, the IMF, and the self-regulatory organization NABU. The
upcoming election on October 25 gives the bill a promising chances of being ratified by
Parliament. It includes clauses for a 100% reduction of the outstanding debts to those
wounded or killed in the Donbas war. Although this will benefit MPs running for re-election,
we do not expect it to have a material impact on banks. However, with only three more
meetings in October during which a vote could be held, we doubt it will occur this month.

Mykhaylo Demkiv, Kiev, +38044 2200120 ext.723


mailto:mykhaylo.demkiv@icu.ua?subject=Re:

7 October 2015 Daily Insight

S —

Privatbank requires an UAH8.0bn capital

ICE

Banks increase investments in 14-day CDs

Following negative market anticipations that the NBU would decrease CD
interest rates after it lowered the key rate to 22% on September 25, the NBU
kept them at the 18-20% band for CDs up to 14-days maturity. Longer
maturity CDs have been sold only once since the key rate was reduced,
namely 30-day and 89-day CDs at between 20% and 22%, while banks
significantly increased their purchasing of 14-day CDs in anticipation of lower
rates. As a result, they increased their current total CDs outstanding to
UAH30.10bn as of the beginning of yesterday.

With the results of Monday's tender, total CDs outstanding rose UAH1.54bn
to UAH57.11bn yesterday while banks' correspondent accounts with the NBU
slid UAHO0.93bn to UAH22.50bn. liquidity
UAHO0.61bn to UAH79.61bn.

Banking sector increased

Investment implications: Fear of lower interest rates forced banks to
prefer longer CDs over ON CDs, increasing total CDs outstanding to an
historic record high of UAH57.11bn. However, nearly half of these CDs
are scheduled to be repaid this week. We expect a decline in banks'
correspondent accounts, usually seen during the first week of each
month.

Taras Kotovych, Kiev, +38044 2200120 ext.724

Section on Bond market is continued on next page.

Yield curve of the local bond market
(as of market close on 6 Oct 2015)

BNDFyields  EkievPrime  MSovereigns
700 (%)
600 M
50.0
40.0 L]

: |

300 M = = -
20.0 f )
100 Duration (days)

00 : : -

0 180 360 540

Sources: Bloomberg, Investment Capital Ukraine LLC.

Bond market indicators (as of 6 Oct 2015)

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

MONEY MARKET KIEV PRIME RATES (%)

0/n 18.56 -19bp -34bp
Twk 19.56 -32bp +56bp
im 22.50 -63bp +260bp
2m 24.00 -75bp +400bp
3m 24.00 -100bp +400bp

LIQUIDITY WIDE MEASUREMENT (UAHm)
GCECINPPRT  -399 871 454

CDs? LRy -21.08 -19.92 -8.18

Sovgns® 5,877  +0.00 PRERRIERIK:K}

Total el -1490 -14.93 -4.78
HOLDERS OF UAH SOVEREIGN BONDS (UAHm)

C.bank N/A N/A N/A N/A N/A
Banks N/A N/A N/A N/A N/A

Resid’s* N/A N/A N/A N/A N/A
Non-res® N/A N/A N/A N/A N/A

Total N/A N/A N/A N/A N/A
NDF IMPLIED YIELDS (%)

3m N/A N/A N/A N/A N/A
6m N/A N/A N/A N/A N/A
9m N/A N/A N/A N/A N/A
1yr N/A N/A N/A N/A N/A
LOCAL CURRENCY UAH SOVEREIGN BOND YIELDS (%)

Mar '13 N/A N/A N/A N/A N/A
Jan '14 N/A N/A N/A N/A N/A
Aug '15° N/A N/A N/A N/A N/A
EUROBONDS USD SOVEREIGN BOND YIELDS (%)

CDS 5yr 0  +0bp ElOsfo]s

Jun '16 LR +-23bp | -281bp

Jul 17 PR +5bp - -87bp

Sep '20 13.11 +1bp = -100bp

Sep '21 IRK  +1bp  -29bp

Sep '22 12.83 +1bp | -37bp

Feb '23 IPRER  +1bp - -71bp

Notes: [1] banks’ account balance at NBU; [2] certificates of
deposits issued by NBU; [3] UAH sovereign bonds due next

30 days;
Sources:

[4] residents; [5] non-residents; [6] VAT bond.
Bloomberg, Investment Capital Ukraine LLC.
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Chart page: Local bond market & Eurobond markets

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 6 Oct 2015
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Chart 4. USD sovereign yield curve (%) as of 6 Oct 2015
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Chart 5. Banking sector liquidity (UAHbn), last 12-month period
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Chart 6. Breakdown of liquidity pool (%) as of 6 Oct 2015
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Chart 7. Holders of sovereign bonds (UAHbn), last 12 months
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Sources: National Bank of Ukraine, Ministry of Finance of Ukraine, ICU.

Chart 8. Domestic sovereign debt (%) as of 6 Oct 2015
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Sources: National Bank of Ukraine, Investment Capital Ukraine LLC.
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Sources: National Bank of Ukraine, Investment Capital Ukraine LLC.



Table 1. Ukrainian stocks (closing prices as of 6-0ct-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 11.88 GBp 018 418 -7.3 402 16.8 0.1 11.0 0.08 1,289  Neg. N/A N/A 1.0 N/A N/A Neg. NA  NA 05 153
Centrenergo CEEN UK Kiev, UX 5.48 UAH 026 955 1050 217 20.7 6.4 10.6 0.10 1,014 287  Neg. 4.6 0.3 Neg. N/A 0.3 0.2 0.2 0.9 4.2
Coal Energy CLEPW  Warsaw 0.70 PLN 0.19 84 809 250 2.1 1.8 15 0.09 1,137 Neg. N/A NA - 111 N/A N/A 0.7 NA  NA 0.3 56.9
Donbasenergo DOEN UK  Kiev, UX 19.15 UAH 090 214 319 142 3.0 0.2 3.6 0.08 1,196 45  Neg. N/A 0.0  Neg. N/A 0.1 0.2 N/A 03 136
JKX Oil & Gas JKXLN  London 20.50 GBp 0.31 537 644 472 253 128.0 114.5 0.47 212 Neg. Neg. Neg.  Neg. 1.3 N/A 0.4 05 1.0 0.2 9.9

Regal Petroleum RPTLN  London 3.85 GBp
Zakhidenergo ZAEN UK Kiev, PFTS ~ 130.00 UAH
METALLURGY

006 188 -146 809 15.2 0.0 2.1 0.01 7,254 3.3 63 N/A  Neg. Neg. N/A~ Neg.  Neg. N/A 03 00
6.14 785 1140 50 3.9 12 0.0 0.00 63953  Neg. NA  N/A 0.1 NA  NA 02 NA NA 06 116

Alchevsky Meta... ALMK UK  Kiev, UX 0.01 UAH 000 157 1,953.7 39 0.6 0.2 0.2 0.04 2,235 Neg.  Neg. N/A 0.7 Neg. N/A 2.8 68 NA NA 1455
Avdiyivsky Cok... ~ AVDKUK  Kiev, UX 1.19 UAH 006 110 103 40 0.4 0.8 1.0 0.30 337 Neg.  Neg. N/A~ Neg.  Neg. N/A 0.0 00 NA 00 00
Azovstal AZSTUK  Kiev, UX 0.73 UAH 0.03 1448 919 41 59 1.3 16 0.05 1,901 3.4 26 NA 0.0 08 NA 0.1 0.1 N/A 02 00
Ferrexpo PLC FXPOLN  London 38.00 GBp 058 3410 997.6 224 76.4 288.6 462.0 1.07 93 19 3.2 8.1 3.1 3.9 5.6 0.7 1.0 1.0 07 611
Yasynivsky Cok... ~ YASKUK  Kiev, UX 0.25 UAH 0.01 3.2 39 90 0.3 0.7 1.0 0.95 106 Neg.  Neg. N/A~ Neg.  Neg. N/A 0.0 00 NA 0.1 0.0

Yenakievo Steel ~ ENMZ UK Kiev, UX 17.20 UAH
FOOD AND AGRIBUSINESS
AgroGeneration ~ ALAGR FP  EN Paris 0.41 EUR

0.81 8.6 07 94 0.8 0.2 2.6 0.37 269 Neg. Neg. NA 00 00 NA 00 00 NA 02 00

046 427 1388 340 14.5 4.5 43.0 0.39 257 Neg.  Neg. 2.4 Neg. 59 45 19 19 16 NA 359

Agroliga AGLPW  Warsaw 13.10 PLN 3.48 5.4 6.1 167 0.9 0.1 15 0.12 831 15 NA NA 18  NA NA 03 NA NA 0.5 5.7
Agroton AGTPW  Warsaw 1.03 PLN 0.27 59 327 262 16 2.6 12.7 0.21 477 Neg. NA - N/A 14 NA  NA 0.6 N/A N/A 02 334
Astarta Holdin... ASTPW  Warsaw 28.15PLN 748 1870 419.0 310 58.0 21.6 64.9 0.10 955 Neg. 6.0 3.1 3.5 3.6 3.7 11 11 1.0 08 496
Avangard AVGR LI London Intl 0.56 USD 056 358 336.0 217 7.8 0.1 22.8 0.49 206 Neg. Neg. Neg. 2.6 59 4.0 0.8 11 1.0 01 331
IMC IMCPW  Warsaw 5.43PLN 144 452 1456 239 10.8 1.4 5.2 0.01 13,522  Neg. 2.0 15 2.5 2.8 2.7 11 0.9 0.8 17 698
Kernel Holding... ~ KERPW  Warsaw 46.42 PLN 12.33 982.8 1,457.1 588 5776 3,969.9 1,757.0 0.30 333 Neg. 6.6 4.8 6.5 3.7 4.0 0.6 0.6 0.6 11391
KSG Agro KSGPW  Warsaw 0.99 PLN 0.26 40 740 344 1.4 1.6 11.4 0.20 492 Neg. N/A - N/A 74 NA  NA 23 NA NA NA 674
MHP MHPC LI London Intl 9.31 USD 9.31 983.8 2,209.6 223 219.6 279.0 407.4 0.17 600  Neg. 4.6 3.6 4.0 4.4 4.4 16 17 16 15 530
Milkiland MLKPW  Warsaw 1.02PLN 0.27 85 117.8 20.0 17 2.1 15.7 0.47 211 Neg. Neg.  Neg. 8.6 5.0 6.1 0.4 0.5 0.5 0.1 425

Ovostar Union OVOPW  Warsaw 87.00 PLN
TRANSPORTATION

2312 1387 1471  25.0 34.7 0.8 17.8 0.09 1,104 55 58 6.4 5.0 5.4 5.0 19 18 14 17 94

KDM Shipping KDMPW  Warsaw 2.49PLN 0.66 62 -85 109 0.7 0.1 0.3 000 91,523  Neg. NA - NA 164  NA  NA  Neg. NA  NA 0.1 7.9
CONSTRUCTION

™M TR61 GF  Frankfurt 0.01 EUR 0.01 07 936 131 0.1 0.0 0.0 0.00 848,097  Neg. N/A~ N/A  Neg. N/A - N/A 36 NA NA 00 419
FINANCIAL SERVICES

Raiffeisen Ban... ~ BAVLUK  Kiev, UX 0.07 UAH 0.00 1022 NA 38 3.9 16.9 46 0.21 478 N/A  Neg. NA NA NA NA  NA  NA  NA 05 NA
Ukrsotsbank USCB UK Kiev, UX 0.10 UAH 0.00 1106 NA 45 5.0 0.0 09 0.03 3536 Neg. Neg. NA- NA NA NA NA  NA  NA 04 382
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Table 1. Ukrainian stocks (closing prices as of 6-0ct-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) (%)

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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FX: News & Comments

Inflation in September: Disinflation diverges in consumer
and producer price indices

While last month showed prices appeared to be following a general trend
since mid-summer with year-on-year inflation subsiding, this month's
statistics show that consumer and industrial inflation were subsiding at
different paces with monthly CPI and PPI rates were rather high at 2.3% and
2.0%, respectively. However, when monthly rates are annualized, CPI
slowed down from this year peak of 60.9% to 51.9% while PPl was subsiding
more aggressively from 51.6% to 32.5%, most likely because of the impact of
the global economic slowdown and associated decline in commodities. CPI
has remained resiliently above the 50% threshold through September.
Overall, inflation is still high and erodes households' capacity to save in local
currency. It also has quickly erased most of the economic competitiveness
when measured by the hryvnia's trade-weighted indices. With inflation at this
level, it will be difficult for authorities to retain their FX policy stance (the de
facto unofficial band) through the end of the year.

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 7 Oct 2015)

Nominal (Ihs) Real CPI-based (rhs)
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Source: Investment Capital Ukraine LLC.
FX market indicators (as of 6 Oct 2015)
Last Daily Weekly MoM YTD

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

USD/UAH MARKET (HRYVNIA per US DOLLAR)

Spot mkt  21.2650 -3.56 +34.42
NBU avg 21.2641 -3.09 +34.85
Tl vim' 315.74 +0.49 -26.72
$volume?  226.44 -7.99 -36.09
NDF 3M 22.7974 -3.56 +35.30
NDF 6M 241474 -3.77 +38.78
NDF 1Y 251474 -2.88 +36.30
TRADE-WEIGHTED INDICES (TWIs, points)

GOV RAIN -1.05 -032 +1.45 -22.62
AT PIRPRR  -1.05 -0.32  +1.45 +14.77
AGICEIEmReR Yyl -1.05 -032 +145 +1.43
(ISP UNEECERGRE  -0.68 -0.42 -0.80 | +5.75
FX RATES OF KEY CURRENCIES THAT SHAPE UAH’s TWIs
USD/RUB  63.4311 -3.78 -739 +4.44
EUR/USD 11272 +0.20 +1.10 -6.83
USD/CNY N/A N/A N/A N/A N/A
USD/PLN 3.7615 -0.14  -084 +6.15
USD/TRY 2.9580 -260 -1.68 +26.68
USD/BYR 17,610.00 -0.54 -0.47 +60.09
USD/KZT ~ 272.9600 +0.36 +13.23 +49.69
OTHER MAJOR CURRENCIES

USD/JPY  120.2300 +0.41 +1.04 +0.38
GBP/USD 1.5227 +050 +0.38 -2.25
USD/CHF 0.9668 -051  -047 277
AUD/USD 0.7166 +259 +3.73 -12.34
USD/CAD 1.3034 -289 -1.87 +12.16
USD/BRL 3.8526 -516 +3.00 +44.97
USD/KRW  1,166.23 298 226 +6.90
COMMIDITIES

Gold($/0z) 1,147.24

WTlcrude®  48.53

Brenterd®  51.47

Urals crd® N/A +0.00 +0.00 +0.00 +0.00
AGTANG N ORRE +1.91 +3.39 +0.82 -12.97

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



7 October 2015 Daily Insight

Privatbank requires an UAH8.0bn capital

ey

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
(for more details visit http://www.icu.ua/en/research/currency-indices).

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

Chart 14. Nominal, CPI- and PPl-based TWIs of UAH,
history of last 5-year period
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Note: The boxes indicate the last values of the depicted indicators.
Source: Investment Capital Ukraine LLC.

Nominal Real CPI-based === Real PPI-based
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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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Note: The boxes indicate the last values of the depicted indicators.
Source: Investment Capital Ukraine LLC.
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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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