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USD/UAH RECZOl 064 +4351
USD/UAH (1Y NDF) IERGEOl 077 +46.02
EUR/USD ROC) 009 047
USD/RUB RURPRIM  +1.02  +4.44
KievPRIME O/N (%) 5.75
KievPRIME 1M (%) 17.63

BONDS: yields and spreads

Ukraine VAT bond (%) /7Y -8,900bp -8,900bp
Ukraine 17, Eurobond (%) 8.66 -2bp
Ukraine 22, Eurobond (%) 8.64 +0bp
Ukraine 23, Eurobond (%) 8.42 +3bp
Ukraine 5Y CDS 787bp EEERLE)
EQUITIES

Stock market indices

UX (Ukraine) 1,224.27

MSCI World 431.26

MSCI EM 1,051.39

RTS (Russia) 1,362.10

WIG-20 (Poland) 2,404.83

S&P 500 (USA) 1,973.32

MOST ACTIVE: Top 3 stocks by value traded (US$m)

KER PW 3.45  40.6% of total’
FXPO LN 225  26.4%
CEEN UK 0.82 9.7%

GAINERS: Top 3 stocks (in listed currency)

FORM UK UAH 0.38 BEREX:S N/A
USCB UK UAH 0.17 BERITA g i
CAD LN GBp 9.75 ISaEEll) -6.02
LOSERS: Top 3 stocks (in listed currency)

Notes: Chg — percentage change, if not otherwise indicated;
[1] — total traded volume for stocks listed in Table 1, pp. 3;
green- or red-shaded box means gain or loss, respectively,

of the index or security.

Sources: Bloomberg, UX, Investment Capital Ukraine LLC.

http://www.icu.ua Bloomberg: ICUA <GO>

READ THE DISCLOSURES SECTION FIRST FOR IMPORTANT DISCLOSURES AND
ANALYST CERTIFICATION.
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Economics: News & Comments

Ukraine makes some progress in Donbass

The Ukrainian army made progress in Donbass yesterday after President Poroshenko
resumed anti-terrorist operations to combat pro-Kremlin militants who blatantly ignored the
agreed-upon cease-fire last week. In retaliation for the fatalities incurred by the insurgents,
the Ukrainian army retook control of two crucial border check points as well as several
villages in the area that had been invaded by pro-Kremlin forces. Meanwhile, back in
Moscow, Putin met behind closed doors yesterday with Russian diplomats and separately
with members of his security council to formulate his response to the Ukrainian backlash.
Although Putin could retaliate forcefully to deliver a message to Poroshenko and the
Ukrainian army, the threat of draconian sanctions from the West appears to prevent him
from taking such severe action. We expect tensions to remain high for at least the next two
to three weeks.

Alexander Valchyshen, Kiev, +38044 2200120 ext.242
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Table 1. Ukrainian stocks (closing prices as of 1-Jul-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 9.75 GBp 017 386 -244 402 15.5 1.8 8.3 0.04 2,834 Neg. Neg. Neg. 37 76 153 Neg. Neg. Neg. 02 00
Centrenergo CEEN UK Kiev, UX 7.34 UAH 0.62 2299 2837 21.7 49.9 8240  283.2 0.95 1056 5.6 49 35 05 38 2.2 0.4 0.3 0.3 11 122
Coal Energy CLEPW  Warsaw 1.27 PLN 042 188 1131 250 47 15 52.9 0.63 159 Neg.  Neg. 47 50 141 39 0.9 1.1 1.0 02 398
Donbasenergo DOEN UK  Kiev, UX ~ 39.33 UAH 333 788 1191 142 1.2 57.8 58.5 0.76 132 17 17 22 0.5 16 1.3 0.2 0.2 0.2 14 178
JKX Oil & Gas JKXLN  London  58.25 GBp 100 1716 1781 472 81.0 14.7 58.6 0.04 2,681 264 15.1 6.2 2.7 22 2.0 1.0 0.9 0.8 03 55
Regal Petroleum RPTLN  London 8.75 GBp 015 481 213 809 38.9 0.1 7.3 0.02 4,339  Neg. 241 N/A 10 08 NA 0.6 05 NA 02 00
Zakhidenergo ZAEN UK Kiev, PFTS ~ 142.00 UAH 12.03 1539 1313 50 7.7 0.3 3.1 0.07 1,472 31 NA NA 09 NA  NA  0A NA  NA 35 00
METALLURGY
Alchevsky Meta... ALMK UK Kiev, UX 0.04 UAH 0.00 80.8 12705 3.9 3.1 60.3 227 1.49 67 Neg. Neg. NA  NA Neg. NA 1.0 07 NA NA 645
Avdiyivsky Cok... ~ AVDKUK  Kiev, UX 3.24 UAH 027 535 505 4.0 2.1 337 26.9 2.54 39 Neg. 294 0.8 Neg. 0.9 04 01 0.1 00 01 00
Azovstal AZSTUK  Kiev, UX 0.78 UAH 0.07 2786 2715 41 1.4 45 18.3 0.23 428  Neg. N/A~ Neg.  Neg. N/A 7.7 0.1 N/A 0.1 0.2 0.0
Ferrexpo PLC FXPOLN  London  131.00 GBp 225 1,3227 1,983.8 224 2963 22468 16388 0.67 150 5.0 57 6.6 40 44 48 13 13 1.3 0.8 351
Yasynivsky Cok... ~ YASK UK  Kiev, UX 0.72 UAH 006 167 179 9.0 15 4.3 7.3 0.90 111 Neg. 14 08 0.1 0.7 0.5 0.1 0.0 0.0 01 041
Yenakievo Steel  ENMZ UK  Kiev, UX  42.01 UAH 356 376 332 94 3.5 74.3 24.4 1.37 73 64 NA Neg. Neg. NA 10 00 NA 00 10 00
FOOD AND AGRIBUSINESS
AgroGeneration ~ ALAGR FP  EN Paris 1.05 EUR 144 1326 1598 340 451 41 36.5 0.03 2,914 Neg. N/A N/A Neg. N/A N/A 2.2 N/A N/A 11 359
Agroliga AGLPW Warsaw  19.85PLN 653 100 11.0 167 17 0.3 4.3 0.22 448 23 NA NA 32 NA NA 05 NA NA 08 57
Agroton AGTPW  Warsaw 2.90 PLN 095 207 66.0 26.2 5.4 1215 182.3 3.64 27 Neg. 3.0 26 247 69 4.1 0.8 0.8 0.8 02 284
Astarta Holdin... ASTPW  Warsaw  43.00 PLN 1414 3536 6728 310 1097 632.0 195.7 0.25 399 101 76 49 89 50 5.4 13 13 1.3 10 382
Avangard AVGR LI London Intl 9.90 USD 990 6323 8633 217 1372 183.1 181.2 0.17 584 2.7 2.8 2.7 29 2.8 29 13 12 11 00 178
IMC IMCPW  Warsaw  10.35 PLN 340 106.6 231.8 239 25.4 69.8 81.0 0.34 295 441 9.7 2.3 43 40 83 2.0 1.2 09 07 387
Kernel Holding... ~ KERPW  Warsaw  32.58 PLN 1072 8539 1,877.0 588 5019 34546 3,580.5 0.47 211 77 165 56 65 7.2 55 0.7 0.8 0.7 0.7 306
MHP MHPC LILondon Intl 15.00 USD 15.00 1,585.0 2,745.9 223  353.8 3026 1,606.5 0.30 334 102 58 53 70 57 5.3 1.8 1.8 16 2.7 196
Milkiland MLKPW  Warsaw 7.01 PLN 231 721 2031 200 14.4 4.1 11.4 0.05 1935 49 NA 36 6.1 3.9 35 0.4 0.5 0.4 0.3 308
Mriya Agrohold... MAYA GF  Frankfurt 4.62 EUR 6.32 672.0 1,460.1 20.0 1344 5.6 15.3 0.02 5457 7.6 77 30 89 54 49 29 815 34 0.0 453
Ovostar Union OVOPW  Warsaw 71.00 PLN 2335 1401 1489 250 35.0 24.2 15.7 0.07 1,485 4.6 7.0 6.9 4.0 57 5.1 17 1.8 1.4 1.0 85
CONSTRUCTION
T™MM TR61 GF Xetra 0.23 EUR 031 159 1753 131 21 0.0 0.2 0.00 24136 Neg. NA NA Neg. NA NA 39 NA  NA 01 4441
FINANCIAL SERVICES
Forum Bank FORM UK Kiev, UX 0.38 UAH N/A 0.03 191 NA 55 1.0 11 N/A N/A N/A-~ Neg. NA NA NA NA NA NA NA NA 02 186
Raiffeisen Ban... ~ BAVL UK  Kiev, UX 0.16 UAH 0.01 394.0 NA 38 15.1 358.6 131.0 1.83 55 46 Neg. 131 NA NA NA  NA  NA  NA 06 283
Ukrsotsbank USCB UK Kiev, UX 0.17 UAH 0.01 261.2 N/A 4.5 m7 13.7 1.4 0.22 461 Neg. 143 N/A N/A N/A N/A N/A N/A N/A 03 309
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Table 1. Ukrainian stocks (closing prices as of 1-Jul-2014)

Share price performance (% change) Valuation (US$) Free float (FF) & Liquidity P/E EV/EBITDA EV/Sales Ratios
Company Bloomberg Listing Last Daily MoM YTD YoY Last Market EV FF FF Lastday 3M avg. FF share FF 2010 2011E 2012E 2010 2011E 2012E 2010 2011E 2012E P/B (x) Debt/
Ticker price price cap (m) (m) (%) mktcap turnover turnover traded turnover Assets
(US$m) (US$ 000) (USS$ 000) (%) (days) (%)

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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Bonds: News & Comments

Liquidity up slightly on fund reallocations

Broader banking sector liquidity rose UAH0.66bn to UAH42.80bn due only to
a UAH1.99bn increase in total local currency debt repayments scheduled for
the next 30 days to UAH5.53bn yesterday. While banks’ correspondent
accounts with the NBU rose UAH2.51bn to UAH29.72bn, total CDs
outstanding fell UAH3.84bn to UAH7.55bn, accounting for the remainder of
the UAH1.99bn increase in total local currency debt repayments for the next
30 days.

KyivPrime interest rates once more diverged as the KyivPrime ON interest
rate declined 38bp to 5.75% while the KyivPrime 1M interest rate rose the
same 38bp to 17.63%.

Investment implications: Yesterday’s indicator changes were caused by
month-end tax payments made last Friday. Banks invested fewer funds
than they repaid in CD redemptions as they increased their banks’
correspondent accounts with the NBU.

Taras Kotovych, Kiev, +38044 2200120 ext.244

Eurobond YTMs rise amid slight volatility

Ukrainian Eurobonds continued their declining trend that began last
Wednesday as only a few bonds attempted to rise. Poroshenko’s re-
engagement of antiterrorist operations had less positive impact on the market
in comparison to Putin’s secretive talks that increased negative sentiment
more severely. At the close, the yield curve adjusted to the range of 8.10-
8.83%, as UKRAIN 6.875% '15 declined 14bp to 8.61%, UKRAIN 9.25% '17
slid 2bp to 8.66%, UKRAIN 7.80% '22 remained steady at 8.64%, while
UKRAIN 7.95% '21 and UKRAIN 7.50% '23 rose 4bp to 8.83% and 8.42%,
respectively. The 5-year CDS rose to 787bp.

Taras Kotovych, Kiev, +38044 2200120 ext.244

July’s primary auction schedule

While the MoF originally was not going to sell zero-coupon bonds last month
and had to amend the schedule to include them, they already included in
July’s schedule and will be offered weekly. 2-year USD-denominated bonds
are scheduled to be offered in the fourth week along with FX-denominated
bonds, as a large repayment of USD-denominated bonds is due.

Investment implications: While the scheduled offerings could attract
some market demand, particularly for zero-coupon bonds, the 2-year
and 5-year bonds will most likely require support from the NBU via
domestic QE.

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 1 Jul 2014)
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Sources: Bloomberg, Investment Capital Ukraine LLC.

Bond market indicators (as of 1 Jul 2014)

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

MONEY MARKET KIEV PRIME RATES (%)

0/n GWEN  -38bp  +62bp -205bp
1wk XSIW +50bp +75bp -99bp
m AVERE +38bp  +32bp +138bp
2m 18.00 +0bp  +0bp +160bp

3m 18.00 +0bp  +0bp
LIQUIDITY WIDE MEASUREMENT (UAHm)
GEVEINPONPIRY 023 +7.25 -158
CDs? pRYE -33.15 -85.49 -84.21
SOOIV 5583 +21.63 +53.98
Total kIA(EN -27.00 -2355 -23.77
HOLDERS OF UAH SOVEREIGN BONDS (UAHm)

+200bp

C.bank 186,952
Banks 84,492
Resid's* 10,572
Non-res® 16,370

Total 298,386
NDF IMPLIED YIELDS (%)

3m APASPE -149p -360bp -29ppt  +77bp
6m AGRSTA +121bp +275bp = -11ppt +347bp
9m AGRSYR +99bp +132bp = -777bp +281bp
1yr AR +15bp +14bp = -873bp +197bp
LOCAL CURRENCY UAH SOVEREIGN BOND YIELDS (%)

Mar '13 N/A +0bp  +0bp  +0bp
Jan14 N [EZNE]  +0bp  +0bp
Aug '15° N/A +0bp  +Obp [REEEJE
EUROBONDS USD SOVEREIGN BOND YIELDS (%)

CDS 5yr 787 +21bp

Jun '16 8.11 +53bp

Jul 17 8.66 - +37bp

Sep '20 8.69 +52bp

Sep '21 8.83 +62bp

Sep '22 8.64 +15bp

Feb '23 8.42 +12bp

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 1 Jul 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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Sovgn bonds due next 30 days

As of 1 July 2014 wide liquidity was UAH37,751.23m

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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Chart 4. USD sovereign yield curve (%) as of 1 Jul 2014
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Chart 6. Breakdown of liquidity pool (%) as of 1 Jul 2014
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Chart 8. Domestic sovereign debt (%) as of 1 Jul 2014
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FX: News & Comments

UAH's trade-weighted value declines despite of weak RUB

Despite the de facto pegging of the hryvnia to 12/USD, the Russian ruble’s
recent declines — down a significant 1.02% vyesterday in the second
consecutive day of selling caused by fear of the West enacting more severe
sanctions in reaction to Putin’s pugilistic behavior. Amidst relatively steady
nominal value, the UAH's real trade-weighted index dropped 0.24%.

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 2 Jul 2014)

Nominal (lhs) ====== Real CPI-based (rhs)
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Source: Investment Capital Ukraine LLC.

FX market indicators (as of 1 Jul 2014)

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

USD/UAH MARKET (HRYVNIA per US DOLLAR)

Spotmkt  11.8250 -0.84 +1.94 +4351
NBUavg  11.7855 -0.90 +3.37 +44.59
Ttl vim!’ 354.24 -047 -26.49 -87.36
$volume?  269.89 +13.89 -21.87 -87.79
NDF3M  12.2000 -169 469 +43.78
NDF 6M 12.8050 +0.43 | -299 +45.84

NDF 1Y 13.7550 -0.72  -5.14 +46.02
TRADE-WEIGHTED INDICES (TWIs, points)
(UGRVEIORE -024 = +1.21 -253 -28.91
RGN RACRZER  -0.24 = +1.21 -253 -21.39
RN ARRRRREN  -0.24 = +121 -253 -17.93
(SORVUNEACRIGE +0.05 -064  +036 -0.27
FX RATES OF KEY CURRENCIES THAT SHAPE UAH's TWls

USDRUB  34.3284 -3.68 +4.44
EUR/USD 1.3679 -1.38  -0.47
USD/CNY  6.2013 -0.93 +243
USD/PLN 3.0409 +0.54 +0.59
USD/TRY 2.1283 +1.07 = -0.93
USD/BYR 10,220.00 +2.30 +7.13
USD/KZT  183.5200 +0.80 +18.96
OTHER MAJOR CURRENCIES

USD/JPY  101.5300
GBP/USD 1.7150
USD/CHF  0.8875
AUD/USD  0.9497
USD/CAD 1.0632
USD/BRL 2.2019
USD/KRW  1,011.62

COMMIDITIES

Gold($/0z) 1,326.39 +3.28 +10.01
WTlcrude®  105.34 +595 +7.03
Brenterd®  111.32 +3.54  +0.45
Urals crd® N/A +0.00 +0.00 +0.00 +0.00
LGTARC AR 026 -1.46 | +0.15 +9.73

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)
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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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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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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, GPI- and PPI-based TWIs of UAH,
last 12-month period history of last 5-year period
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Note: The boxes indicate the last values of the depicted indicators. Note: The boxes indicate the last values of the depicted indicators.
Source: Investment Capital Ukraine LLC. Source: Investment Capital Ukraine LLC.

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. 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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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.
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