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Liquidity up; YTMs increase; UAH nosedives

WEDNESDAY, 26 FEBRUARY, 2014 RESEARCH INSIGHT

m UX Index (3 months to 26 Feb 2014)
1100.0
Bonds: News & Comments 4 1050.0
LIQUITILY FISES...uueeieiiieie ettt 4 1000.0
Ukrainian Eurobond YTMSs slightly increase..........cccccceeeeiviiiiiieee v, 4 950.0
Chart page: Local bond market & Eurobond markets................cccceevenee 5 900.0
850.0
FX: News & Comments 6 8000 | . . .
UAH nosedives on debut of new NBU head...........cccocceeeiviiieeiiiiee e, 6 25-Nov 25-Dec 25-Jan 25-Feb
Chart page #1: Foreign-exchange market...............ccccoveveeeveeveeveieeenenenn 7 Source; UX.
Chart page #2: ICU's UAH trade-weighted indices.........c..cccoeccuiviereeennnne 8

Key market indicators (as of 25 Feb 2014)

Last Daily YTD
chg (%) chg (%)

FX & MONEY RATES

USD/UAH NP  +5.99 +18.02
USD/UAH (1Y NDF) IR +1.79 +20.49
EUR/USD iRy +0.07  +0.01
USD/RUB RNOGieel  +0.56  +8.52
KievPRIME O/N (%) 00N -475bp  +20bp

KievPRIME 1M (%) PARON -160bp +515bp

BONDS: yields and spreads

Ukraine VAT bond (%) N/A IR}

Ukraine 17, Eurobond (%) 11.89 e

Ukraine 22, Eurobond (%) CRSm  +42bp

Ukraine 23, Eurobond (%) PR +42bp

Ukraine 5Y CDS 982bp IEEERYAN)
EQUITIES

Stock market indices

UX (Ukraine) 1,092.30

MSCI World 408.34

MSCI EM 955.54

RTS (Russia) 1,306.37

WIG-20 (Poland) 2,507.06

S&P 500 (USA) 1,845.12

MOST ACTIVE: Top 3 stocks by value traded (US$m)
FXPO LN 5.64  37.4% of total’
KER PW 281  18.6%

CLE PW 233 15.4%
GAINERS: Top 3 stocks (in listed currency)

SGR PW HINRNEN +18.68 +103.77

CLEPW PLN 2.02
AGL PW PLN 26.30 [RaE I ]

LOSERS: Top 3 stocks (in listed currency)
RPT LN CERRWEE -10.00 -13.46
ENMZ UK UAH 37.99 -7.32 | +18.68

IMC PW PLN 9.96 -5.056 -18.02

Notes: Chg — percentage change, if not otherwise indicated;
[1] — total traded volume for stocks listed in Table 1, pp. 2;
http://www.icu.ua Bloomberg: ICUA <GO> green- or red-shaded box means gain or loss, respectively,

of the index or security.
READ THE DISCLOSURES SECTION FIRST FOR IMPORTANT DISCLOSURES AND : . )
ANALYST CERTIFICATION. Sources: Bloomberg, UX, Investment Capital Ukraine LLC.
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Table 1. Ukrainian stocks (closing prices as of 25-Feb-2014)

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 2010 2011E 2012E 2010 2011E 2012E 2010 2011E 2012E P/B (x) Debt/

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

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

ENERGY
Cadogan Petrol... ~ CADLN  London 11.50 GBp +108 -11.5 019 443 187 402 17.8 2.1 13.2 0.05 2,193  Neg. Neg.  Neg. 2.8 2.9 59 Neg. Neg. Neg. 02 00
Centrenergo CEEN UK  Kiev, UX 5.29 UAH +109 -12.2 0.54 2009 2662 217 43.6 148.5 45.4 0.10 994 8.4 75 5.2 0.5 42 2.8 0.3 0.4 0.3 08 122
Coal Energy CLEPW  Warsaw 2.02 PLN +924 -82.0 0.67 301 880 250 75 23252 322.0 4.23 24 Neg. Neg. NA 14 121 N/A 0.7 10  NA 02 77
Donbasenergo DOEN UK  Kiev, UX  41.40 UAH +50.1 +76.5 426 100.7 1495 142 14.3 743 374 0.14 695 31.6 4.0 5.6 0.6 2.9 2.7 0.3 0.3 0.3 15 178
JKX 0il & Gas JKXLN  London 62.25 GBp 129 -42 1.04 1783 1753 47.2 84.2 93.2 61.4 0.09 1,120 Neg. 515 5.0 1.3 1.8 1.9 0.9 0.9 0.8 04 25
Regal Petroleum RPTLN  London 11.25 GBp -135  -64.0 019 602 334 809 48.7 3.2 9.0 0.02 4,290 52 120 NA 15 20 NA 08 NA NA 02 00
Sadova Group SGRPW  Warsaw 1.08 PLN +103.8 -43.5 036 154 551 250 39 10242 91.1 1.63 62 Neg. NA NA 82 NA NA 14  NA NA 03 424
Zakhidenergo ZAEN UK Kiev, PFTS  130.90 UAH SN 1346 1722 2026 50 8.6 2.3 10.0 0.09 1,091 29 NA NA 13 NA NA 02 NA NA 32 97
METALLURGY
Alchevsky Meta... ALMK UK  Kiev, UX 0.04 UAH 0.00 110.3 1,553.8 3.9 43 454 1.4 0.20 504 Neg. Neg. NA NA Neg. NA 1.0 1.1 NA  NA 645
Avdiyivsky Cok... ~ AVDKUK  Kiev, UX 3.19 UAH 033 640 602 40 2.6 122.3 9.7 0.13 765  Neg.  Neg. 2.9  Neg. 1.6 1.0 0.1 0.1 0.1 01 00
Azovstal AZSTUK  Kiev, UX 0.77 UAH 0.08 3329 3243 441 13.6 98.5 14.8 0.04 2,288 Neg. Neg. N/A Neg. Neg. NA 0.1 0.1 N/A 02 00
Ferrexpo PLC FXPOLN  London  169.00 GBp 2.82 1,659.7 22470 224 371.8 56429 3,050.1 1.14 88 7.7 6.5 7.2 5.7 47 5.0 16 14 14 10 37.0
Yasynivsky Cok... ~ YASKUK  Kiev, UX 0.72 UAH 0.07 201 216 9.0 1.8 14.2 2.2 0.05 2,222 29 1.9 14 0.1 0.9 0.8 0.1 0.1 0.1 01 041
Yenakievo Steel ~ ENMZ UK Kiev, UX ~ 37.99 UAH 391 412 359 94 39 141.0 11.4 0.34 293 58  Neg. 25 Neg. Neg. NA 0.0 0.0 0.0 09 00
FOOD AND AGRIBUSINESS
AgroGeneration ~ ALAGR FP  EN Paris 1.24 EUR -0.8 170 1574 1847 340 535 16.7 40.3 0.04 2,278 Neg. NA  NA Neg. NA NA 28 NA  NA 13 359
Agroliga AGLPW  Warsaw 26.30 PLN +19.5 8.71 13.4 143 167 2.2 71.3 14.4 0.77 130 3.1 N/A N/A 41 N/A N/A 0.7 N/A N/A 1.0 57
Agroton AGTPW  Warsaw 4.50 PLN +100.0 149 323 796 26.2 8.5 729.1 4426 6.80 15 4.8 6.7 44 5.6 8.5 5.1 0.9 12 1.0 03 280
Astarta Holdin... ASTPW Warsaw  58.00 PLN -11.8 1920 4800 809.8 31.0 148.9 142.8 203.7 0.18 552 7.7 7.9 3.9 9.2 7.9 45 17 17 1.3 08 389
Avangard AVGR LILondon Intl 10.46 USD -9.0 10.46 668.1 8345 217 145.0 77.8 254.3 0.14 731 3.0 2.9 3.1 3.0 2.8 3.0 13 1.2 12 06 223
IMC IMCPW  Warsaw 9.96 PLN -11.1 330 1032 2194 239 24.6 207.9 80.3 0.78 128 5.5 55 4.2 6.0 53 4.4 29 15 11 08 33.0
Kernel Holding... ~ KERPW ~ Warsaw  36.75PLN -8.1 1216 969.3 1,689.6 588 569.7 2,807.6 2,083.6 0.40 251 8.7 8.0 5.3 5.8 5.7 47 0.6 0.7 0.6 0.7 306
KSG Agro KSG PW  Warsaw 8.60 PLN -9.3 285 428 1646 344 14.7 173.8 212 0.17 584 5.3 35 36 390 5.6 45 4.4 24 15 05 29.2
MHP MHPC LI London Intl 15.27 USD -12.1 15.27 1,613.5 2,8145 223 360.1 6179 1,131.0 0.55 181 5.4 7.8 57 6.0 6.7 5.4 2.0 1.9 1.7 14 458
Milkiland MLK PW  Warsaw 10.42 PLN +6.0 345 107.8 243.0 200 21.6 114.3 13.5 0.09 1,148 6.1 6.0 59 6.8 6.0 4.8 0.6 05 0.5 05 299
Mriya Agrohold...  MAYA GF  Frankfurt 5.25 EUR +15 7.22 766.7 1,498.6 20.0 153.3 0.0 1.6 0.00 263,817 4.4 48 5.0 6.5 5.6 6.1 43 4.0 35 09 348
Ovostar Union OVOPW Warsaw  75.00 PLN -10.5 2483 1490 161.0 250 37.2 153.5 48.4 0.09 1,067 6.4 5.7 4.0 5.8 5.8 3.6 2.3 2.0 15 14 37
TRANSPORTATION
KDM Shipping KDMPW ~ Warsaw ~ 28.80 PLN -14 953 836 726 109 9.7 29 15 0.02 6,144 74 NA  NA 48 NA  NA 25  NA  NA 16 83
CONSTRUCTION
T™MM TR61 GF Xetra 0.27 EUR +00 -145 -145 -431 0.37 193 1786 131 2.5 0.0 0.0 N/A N/A Neg. N/A N/A Neg. N/A N/A 8.2 N/A N/A 02 441
FINANCIAL SERVICES
Forum Bank FORM UK Kiev, UX 0.74 UAH +77 +59 25 +176 0.08 452 NA 55 2.5 0.1 2.3 0.02 4170 Neg. NA NA NA NA NA NA NA NA 03 186
Raiffeisen Ban... BAVL UK  Kiev, UX 0.15 UAH +55 +383 +27.8 +17.8 0.01 447.0 N/A 3.8 171 2071 46.9 0.23 427 136 7.8 4.2 N/A N/A N/A N/A N/A N/A 06 283

10z Arenigad 9z

Bisu Ajreg

SAAIPasSOU HyN ‘asealoul SWIA ‘dn Aipinbi

He)



Table 1. Ukrainian stocks (closing prices as of 25-Feb-2014)

Share price performance (% change) Valuation (US$) Free float (FF) & Liquidity P/E EV/EBITDA EV/Sales Ratios
Company Bloomberg Listing Last Daily MoM YTD YoY Last Market EV FF FF Lastday 3Mavg. FF share FF 2010 2011E 2012E 2010 2011E 2012E 2010 2011E 2012E P/B (x) Debt/
Ticker price price cap (m) (m) (%) mktcap turnover turnover traded turnover Assets
(US$m) (US$ 000) (USS$ 000) (%) (days) (%)
Ukrsotshank USCB UK Kiev, UX 0.19 UAH +31  +61 +24 +373 0.02 3581 NA 45 16.0 18.4 8.7 0.03 3,3561,150.6 2124 NA NA NA NA NA NA NA 04 309

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; *** -- means that P/E ratio is above 10,000x.
Sources: Bloomberg, Investment Capital Ukraine LLC.
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Liguidity up; YTMs increase; UAH nosedives
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Bonds: News & Comments

Liquidity rises

Banks’ correspondent accounts with the NBU significantly rose UAH4.42bn
to UAH26.95bn, while the NBU’s inflows on Monday were significantly lower,
as total CDs outstanding declined UAHO0.75bn to UAHO0.00bn and
UAHO0.36bn of loans were issued on the same day by the NBU. At the same
time, total local currency debt repayments scheduled for the next 30 days
rose UAH1.03bn to UAH6.24bn and broader banking sector liquidity rose
UAH4.71bn to UAH33.19bn.

As a result of the significant increase in liquidity, KyivPrime interest rates
declined: the KyivPrime ON interest rate fell 475bp to 8.00% while the
KyivPrime 1M interest rate slid 160bp to 21.40%.

Investment implications: Liquidity rose likely without visible inflows
from the NBU, where only CD redemptions and small loans took place.
At the same time, the NBU did not publish secondary market data since
last Monday and yesterday’s liquidity increase could be supported by
repos. As liquidity increased, interest rates significantly declined,
which could catalyze activity at the bond market. The high liquidity
could increase demand for FX over the next few days, the funds of
which could be deposited at banks for FX.

Ukrainian Eurobond YTMs slightly increase

Ukrainian Eurobonds rose yesterday, after parliament failed to appoint a new
government after making a few political decisions. At the close, UKRAIN
6.875% '15 rose 133bp to 13.16%, UKRAIN 9.25% '17 rose 77bp to 10.97%,
while UKRAIN 7.95% '21 rose 41bp to 9.96%, UKRAIN 7.80% '22 rose 41bp
to 9.85% and UKRAIN 7.50% '23 rose 41bp to 9.48%. 5-year CDS rose to
982bp.

Investment implications: The delay in appointing a new government to
Thursday and the increasing possibility of Crimean separatism created
negative investor sentiment, because all new support can only be
issued for a new legal government. As the uncertainty could continue
today, yields could continue to increase slightly.

Taras Kotovych, Kiev, +38044 2200120 ext.244

Section on Bond market is continued on next page.

Yield curve of the local bond market
(as of market close on 25 Feb 2014)
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Sources: Bloomberg, Investment Capital Ukraine LLC.

Bond market indicators (as of 25 Feb 2014)

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

MONEY MARKET KIEV PRIME RATES (%)

0/n 0N -475bp -450bp  +556bp  +20bp
1wk AXGOR -3150p -140bp +13bp +580bp
im PARON -160bp  -60bp +14bp +515bp
2m 18.20 -5bp  +20bp +745bp +180bp

3m 17.80 RAs)d] +5bp +580bp +180bp
LIQUIDITY WIDE MEASUREMENT (UAHm)
(VPRI +10.64 +1269 -3.82
CDs? 750 -30.75 -94.79
SOOISENEGel -10.74 542 -28.80
Total RRPLUN +1272 +7.72 -33.80
HOLDERS OF UAH SOVEREIGN BONDS (UAHm)

C.bank 161,469
Banks 81,705
Resid's* 11,412
Non-res® 13,247

Total 267,833
NDF IMPLIED YIELDS (%)
3m 22.89
6m 20.36
9m 17.90 +255bp  +389bp
1yr 17.36 +170bp +237bp
LOCAL CURRENCY UAH SOVEREIGN BOND YIELDS (%)

+627bp  +11bp
+437bp  +696bp

Mar '13 N/A +0bp  +0bp +0bp
Jan '14 7y +320bp RRU +320bp |« -676bp
Aug '15° N/A +0bp  +0bp  +0Obp

EUROBONDS USD SOVEREIGN BOND YIELDS (%)

CDS 5yr CIPA +37bp | -180bp  +57bp +165bp
Jun '16 AW +78bp | -122bp +225bp +262bp
Jul'17 IRRECR +78bp | -141bp +215bp +233bp
Sep '20 JOKZ] +G2bp | -72bp +21bp +85bp
Sep '21 SN +42bp = -83bp  +2bp +74bp
Sep '22 CRLE +42bp - -90bp +14bp  +51bp
Feb '23 SN +42bp - -71bp  +23bp  +44bp

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 page: Local bond market & Eurobond markets

Chart 1. Kiev Prime rates (%), last 12-month period
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Sources: Bloomberg, Investment Capital Ukraine LLC.
Chart 3. UAH sovereign yield curve (%) as of 25 Feb 2014
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Sources: Bloomberg, Investment Capital Ukraine LLC.

Chart 5. Banking sector liquidity (UAHbn), last 12-month period
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Sources: National Bank of Ukraine, Ministry of Finance of Ukraine, ICU.

Chart 7. Holders of sovereign bonds (UAHbn), last 12 months
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Sources: National Bank of Ukraine, Investment Capital Ukraine LLC.

Chart 2. UAH NDF implied yields (%), last 12-month period
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Sources: Bloomberg, Investment Capital Ukraine LLC.
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Chart 4. USD sovereign yield curve (%) as of 25 Feb 2014
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Chart 6. Breakdown of liquidity pool (%) as of 25 Feb 2014
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Chart 8. Domestic sovereign debt (%) as of 25 Feb 2014
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FX: News & Comments

UAH nosedives on debut of new NBU head

The hryvnia tumbled 5.99% to close at 9.725/USD while hovering near
10.00/USD at midday. Although the NBU did not intervene, no FX correction
would be possible without the assistance of a state-run bank. A newly-
installed NBU head yesterday told reporters that the UAH FX rate hit a
ceiling, suggesting that no substantial new weakness from that level would
unfold going forward. However, we expect the rate to fall further because FX
reserves reportedly declined this month to US$15bn, down more than
US$2bn during February per reports yesterday. Hence, until an IMF program
is in place, the pressure on the UAH will build.

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 (download history)
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 26 Feb 2014)

Nominal (lhs) ====== Real CPI-based (rhs)

740 101.0
72.0

70.0

68.0 96.0
66.0

64.0 91.0
62.0

60.0 " 86.0

25-Feb  25-May 25-Aug 25-Nov 25-Feb
Source: Investment Capital Ukraine LLC.

FX market indicators (as of 25 Feb 2014)

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

USD/UAH MARKET (HRYVNIA per US DOLLAR)
Spot mkt 9.7250
NBU avg 9.4269
Tt vim' 674.54
$volume?  549.99
NDF3M  10.2750
NDF6M  10.7000
NDF 1Y 11.3500
TRADE-WEIGHTED INDICES (TWIs, points)

UAH nom’l  60.276 -8.51 -12.17

UAHreal CPl  87.763 -8.51 -12.17

UAHreal PPl 116.979 -8.51 -12.17

USD nom’l  80.137 +0.16  -0.40

FX RATES OF KEY CURRENCIES THAT SHAPE UAH's TWls
USD/RUB  35.6699 +3.24 +8.52
EURUSD  1.3745 +0.49  +0.01
USD/CNY  6.1234 +1.24  +1.14
USD/PLN  3.0227 -1.45  -0.01

USD/TRY  2.2122 532 +2.98
USD/BYR  9,790.00 +1.77  +2.62
USD/KZT  184.5200 +18.84 +19.61
OTHER MAJOR CURRENCIES

USD/JPY  102.2400
GBPAUSD  1.6681
USD/CHF  0.8868
AUD/USD  0.9019
USD/CAD  1.1085
USDBRL  2.3412
USD/KRW  1,072.85
COMMIDITIES
COIOEY AR IRZNZ] +0.27 +1.41 +556 +11.20
WTI crude® N/A N/A N/A N/A N/A
Brent crd® N/A N/A N/A N/A N/A
Urals ord® N/A N/A N/A N/A N/A
QARG 021 +1.04 +6.74 +7.64

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 page #1: Foreign-exchange market

Chart 9. Spot market rates USD/UAH: last 12-month and 5-year periods (UAH per USD, left and right respectively)

Mkt close Weighted average rate Weighted average rate Mkt close
10.00 97250 RLULY
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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)

3M 6M M 1y 3M 6M M 1Y
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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$m, left and right respectively)
@Al cey's trading volume ~ @USD trading volume @Al cey's trading volume ~ @USD trading volume
6,000 w/s$m 6,000 /S$m)
5,000 5,000
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0 0
%5Feb  25Apr 25 25Aug 250ct  25Dec  25Fel 2-Jan-09  26-Jan-10  26-Jan-11 26-Jan-12  26-Jan-13  26-Jan-1
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)

650.0 700.0
645.64
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450.0 400.0
400.0 300.0
3500

200.0
300.0
250.0 1000 64.62
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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 Chart 14. Nominal, CPI- and PPI-based TWIs of UAH,
last 12-month period history of last 5-year period
Nominal (Ihs) Real CPI-based (rhs) Nominal Real CPI-based Real PPI-based
74.0 102.0 140.0
72.0 100.0
120.0
116.98
700 98.0
96.0
68.0 100.0
94.0 87.76
66.0 20 80.0
64.0
%00 60.0 60.28
620 60.2838.0
60.0 87.76¢ M 40.0
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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)

Nominal 5yr — CPI 5yr PPI 5yr Nominal 5yr PPI 5yr CPI 5yr

20,0 20,0 UAH overvalued
15.0 10.0
10.0 0.0

i WW -

00 = San !\\ ‘ -200

/\,:-\,—JN/V 204 v
50 l -300 i
UAH undervalued

-10.0 w -40.0

25-Feb-13 25-May-13 25-Aug-13 25-Nov-13 25-Feb-14 26-Jan-09 26-Jan-10 26-Jan-11 26-Jan-12 26-Jan-13 26-Jan-14
Note: The boxes indicate the last values of the depicted indicators. Note: the boxes indicate the high and low values of CPI-based TWI.
Source: Investment Capital Ukraine LLC. Source: Investment Capital Ukraine LLC.

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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