Focus UKRAINE Scope ECONOMICS, EQUITY, DEBT & FX MARKETS
©

D
Daily Insight v
Liquidity increase; YTMs diverge; Hryvnia under
extended pressure

INVESTMENT CAPITAL UKRAINE
INVESTMENT BANKING

THURSDAY, 21 AUGUST, 2014

RESEARCH INSIGHT

UX Index (3 months to 21 Aug 2014)

1350.0
Bonds: News & Comments 3 13000
Liquidity CONtINUES 10 INCIEASE .......veeeeiiiiieiiiie et 3 12500
YTMSs slightly diVEIge ... 3
Chart page: Local bond market & Eurobond markets.............c.ceeeunnn... 4 (220
1150.0
FX: News & Comments 5 g | . . .
Hryvnia under extended PreSSUIe ........cueveeiieieeiiieee e seee e 5 20-May 20-Jun 20-Jul 20-Aug
Chart page #1: Foreign-exchange market...............ccccoveveeeveeveeveieeenenenn 6 S
Chart page #2: ICU's UAH trade-weighted indices.........c..cccoecuivieeeeennnne 7

Key market indicators (as of 20 Aug 2014)
Last Daily YTD

chg (%) chg (%)
FX & MONEY RATES
USD/UAH IRRON +1.53 +61.41
USD/UAH (1Y NDF) 15.0750  +0.00 [EEGONIK]
EUR/USD 1.3259 -0.46 -3.52
USD/RUB Riowaserd  +0.32 +10.40
KievPRIME O/N (%) BRI +42bp  +30bp
KievPRIME 1M (%) 1510 -3bp  -115bp
BONDS: yields and spreads
Ukraine VAT bond (%) W/ -160bp -8,655bp
Ukraine 17, Eurobond (%) 9.49 +9bp -6bp
Ukraine 22, Eurobond (%) 8.89 +9bp -46bp
Ukraine 23, Eurobond (%) 8.99 EEakil} -5bp
Ukraine 5Y CDS 909bp -6bp  +92bp
EQUITIES
Stock market indices
UX (Ukraine) 1,279.06
MSCI World 428.60
MSCI EM 1,085.08
RTS (Russia) 1,257.41
WIG-20 (Poland) 2,451.06
S&P 500 (USA) 1,986.51

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

MHPC LI 1.08  39.3% of total’
FXPO LN 093 33.8%
KER PW 057  20.6%

GAINERS: Top 3 stocks (in listed currency)

IMC PW PLN 8.75
ALAGR FP EUR 0.86
JKXLN GBp 45.00

LOSERS: Top 3 stocks (in listed currency)

http://www.icu.ua

Bloomberg: ICUA <GO>

READ THE DISCLOSURES SECTION FIRST FOR IMPORTANT DISCLOSURES AND

ANALYST CERTIFICATION.

Notes: Chg — percentage change, if not otherwise indicated;
[1] — total traded volume for stocks listed in Table 1, pp. 2;
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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Table 1. Ukrainian stocks (closing prices as of 20-Aug-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) (US$ 000) %)  (days) )
ENERGY
Cadogan Petrol... ~ CADLN  London 11.38 GBp 019 436 -195 402 17.5 141 19.5 0.23 444 Neg. Neg.  Neg. 3.0 NA~ NA Neg. Neg. Neg. 02 00
Centrenergo CEENUK Kev,UX  8.13UAH 0.61 2256 2732 217 490 325 387.6 040 249 62 63 39 05 48 24 05 04 03 12 122
Coal Energy CLEPW Warsaw  0.93PLN 029 132 1234 250 33 39 178 041 246 Neg. Neg. 33 55 154 43 10 12 11 01 398
Donbasenergo  DOENUK Kiev, UX  38.70 UAH 291 687 1044 142 98 212 595 043 235 17 23 22 04 23 13 02 02 02 14 178
JKX Qil & Gas JKXLN  London  45.00 GBp 0.75 1281 1332 472 605 94 370 007 1458 197 113 46 20 18 15 07 07 06 03 55
Regal Petroleum  RPTLN  London  5.50 GBp 009 292 24 809 236 0.1 51 004 283 Neg 146 NA 01 01 NA 01 01 NA 01 00
Zakhidenergo  ZAEN UK Kiev, PFTS  131.00 UAH 984 1258 1058 50 6.3 0.0 28 002 486 29 NA NA 07 NA NA 01 NA NA 32 00
METALLURGY
Alchevsky Meta... ALMKUK Kiev, UX  0.03 UAH 000 67.211212 39 26 06 287 058 172 Neg. Neg. NA NA Neg. NA 10 07 NA NA 645
Avdiyivsky Cok..  AVDKUK  Kiev, UX  2.96 UAH 022 434 406 40 17 21 245 040 251 Neg. 17 07 Negz. 06 04 01 00 00 01 00
Azovstal AZSTUK Kiev, UX  0.89 UAH 007 281.6 2753 41 115 33 196 010 973 Neg. NA Neg. Neg. NA 88 02 NA 02 03 00
FerexpoPLC  FXPOLN London  139.70 GBp 232 1,363.0 1565.4 224 3053 9262 1,6823  0.39 257 52 50 78 31 31 41 10 10 11 12 351
Vasynivsky Cok...  YASKUK  Kiev, UX  0.70 UAH 005 143 153 90 13 0.0 62 014 734 Neg 14 07 01 06 05 01 00 00 01 01
Yenakievo Steel  ENMZUK  Kiev, UX  41.46 UAH 311 328 289 94 3.1 05 339 046 218 63 NA Neg. Neg. NA 10 00 NA 00 10 00
FOOD AND AGRIBUSINESS
AgroGeneration  ALAGRFP  ENParis  0.86 EUR 114 1053 1626 340 358 19 147 003 3695 Neg. NA NA Neg. NA NA 23 NA NA 19 359
Agroliga AGLPW Warsaw  17.98PLN 560 87 96 167 15 0.2 22 005 2015 21 NA NA 28 NA NA 05 NA NA 07 57
Agroton AGTPW Warsaw  2.25PLN 071 154 607 262 40 218 969 117 86 Neg. 22 19 227 64 38 07 07 07 01 284
Astarta Holdin... ~ ASTPW Warsaw  38.25PLN 1210 3024 5606 310 938 76 1305 010 963 89 97 48 74 44 49 11 11 11 08 382
Avangard AVGRLILondonIntl  8.71USD 871 5560 7870 217 1207 42 1740 005 1,932 24 29 25 26 33 31 12 12 10 04 178
IMC IMCPW Warsaw  8.75PLN 277 866 2376 239 207 75 652 004 2248 33 78 19 44 44 43 21 13 13 06 387
Kemel Holding...  KERPW Warsaw  27.12PLN 858 6834 1590.1 588 4017 5661 21428 019 530 61 169 48 55 64 43 06 06 06 06 306
MHP MHPC LiLondon Intl ~ 12.90 USD 1290 1,363.1 25240 223 3042 10786 1,099.9 039 254 87 50 44 65 52 48 17 17 15 23 470
Milkiland MLKPW Warsaw  4.70PLN 149 464 1735 200 93 141 70 004 2609 32 NA 24 52 34 31 04 04 04 02 308
Mriya Agrohold... MAYAGF Frankiut 1.6 EUR 220 2338 9616 200 468 0.0 45 002 6603 26 27 11 58 35 32 19 23 22 05 453
CONSTRUCTION
™M TR61GF  Xetra  0.22EUR 029 151 1907 131 20 0.0 01 000 22233 Neg. NA NA Neg NA NA 56 NA NA 02 455
FINANCIAL SERVICES
Raiffeisen Ban.. BAVLUK Kiev,UX  014UaH [EIDERIEZTETEE] o001 3205 NA 38 122 295 301 076 132 42 Neg. 120 NA NA NA NA NA NA 06 283
Ukrsotsbank USCBUK Kiev,UX  0.17UAH [REUNEEVANEEERNEIRE 001 2343 NA 45 105 00 142 004 2257 Neg. 145 NA NA NA NA NA NA NA 03 309

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 increase; YTMs diverge; Hryvnia under extended pressure
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Bonds: News & Comments

Liquidity continues to increase

Broader banking sector liquidity rose for the second consecutive day
yesterday as banks’ correspondent accounts with the NBU, in a reversal,
significant increased after having declined. Broader banking sector liquidity
rose UAH1.02bn to UAH45.22bn as banks’ correspondent accounts with the
NBU increased UAH1.47bn to UAH27.65bn and total CDs outstanding
declined UAHO0.46bn to UAH13.29bn. Total local currency debt repayments
scheduled for the next 30 days remained steady at UAH4.28bn.

KyivPrime interest rates slightly diverged as the KyivPrime ON interest rate
rose 42bp to 8.10% while the KyivPrime 1M interest rate slid a mere 3bp to
15.10%.

Investment implications: As the NBU provided no significant support
on Tuesday, this increase in liquidity is positive. The NBU’s inflows
were UAHO0.46bn of CD redemptions while the NBU decreased its
volume of ON loans by UAHO0.10bn to UAH0.39bn concurrently. We
could see stable liquidity or a slight increase today as tax payments will
likely take place at the end of next week following the extended
weekend public holiday.

Taras Kotovych, Kiev, +38044 2200120 ext.244

YTMs slightly diverge

At yesterday’s close, Ukrainian Eurobond YTMs adjusted to the range of
8.88-10.04%. UKRAIN 6.875% '15 declined 147bp to 10.04%, UKRAIN
6.25% '16 slid 81bp to 9.60%, while UKRAIN 6.75% '17 rose 25bp to 9.47%,
UKRAIN 9.25% '17 rose 10bp to 9.49%, UKRAIN 7.95% '21 was up 14bp to
9.19%, UKRAIN 7.80% '22 and UKRAIN 7.50% '23 increase 9bp and 19bp to
8.88% and 8.99%, respectively. The 5-year CDS declined to 909bp.

Investment implications: Ukrainian debt remains too risky; the decline
in yields seen on Tuesday was a short-lived reaction to positive news
that failed to ignite a new trend. Markets will likely wait for the IMF's
decision next week following several international meetings. Any
significant news could influence spreads to the benchmark and the
yield curve, in particular news from the Ukrainian eastern regions in
regard to the armed conflict.

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 20 Aug 2014)
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Bond market indicators (as of 20 Aug 2014)

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

MONEY MARKET KIEV PRIME RATES (%)
O/n Rl +42bp +200bp  +8bp  +30bp

1wk Ol +51bp  +2bbp +156bp  +45bp
im 15.10 -3bp RV -115bp -115bp
2m 18.00 +0bp  +0bp  +Obp BRI

3m 18.00 +0bp  +0bp
LIQUIDITY WIDE MEASUREMENT (UAHm)
VNP d vl +563 +956 -1513 -15.44
CDs? 0 +0.00 +0.00 +0.00 +0.00
Sovgns3 3,692 KK -0.81  +9.20 +147.0
Total RIRIIY 290 823 -12.84 -834
HOLDERS OF UAH SOVEREIGN BONDS (UAHm)
(AEI PRIl +6.93 +14.87

Banks Rk 043 -0.27
RESEMI RPN 3428 -51.30
NIECRR N Y  -0.58 | +10.05

Total RELKxY  -0.17 | +0.31

NDF IMPLIED YIELDS (%)

ERU[ ol +200bp

+54.50
+10.18
+125.2
+67.94
+44.39

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
yr N/A N/A N/A N/A N/A
LOCAL CURRENCY UAH SOVEREIGN BOND YIELDS (%)

Mar '13 N/A +0bp  +0bp +0bp
Jan '14 7y +320bp +0bp  +Obp WEEHLEl]o}
Aug '15° N/A B -82bp  -87ppt
EUROBONDS USD SOVEREIGN BOND YIELDS (%)
CDS 5yr 909 — -51bp  +131bp
Jun '16 9.60 -53bp +139bp
Jul 17 9.49 -59bp  +109bp
Sep '20 9.16 -8bp  +59bp
Sep '21 9.20 -10bp +44bp
Sep '22 8.89 -21bp  +32bp
Feb '23 8.99 -14bp  +49bp

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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Chart 3. UAH sovereign yield curve (%) as of 20 Aug 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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Chart 4. USD sovereign yield curve (%) as of 20 Aug 2014
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Chart 6. Breakdown of liquidity pool (%) as of 20 Aug 2014
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Chart 8. Domestic sovereign debt (%) as of 20 Aug 2014

100% = UAH359,693.0m, as of 20-Aug-14
Non-residents

Other residents —_
78

Banks
24.6

NBU
62.2

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



21 August 2014

FX: News & Comments

Hryvnia under extended pressure

The FX market tested the NBU's tolerance towards the weaker currency
yesterday as the hryvnia closed at 13.10/dollar a day earlier, following an
NBU intervention at 13/USD. The market opened at 13.10/USD after trading
began earlier yesterday. By mid-day, the rate moved markedly lower toward
13.30-13.40/USD and the NBU decided not to intervene. FX trading volume
was US$297m.

Instead of intervening, an MoF official tried to calm the market by reporting
that the IMF might decide to send Ukraine two tranches instead of one. This
is expected to be decided on August 29 at the IMF's meeting of directors.
Moreover, at midday the NBU announced that it increased the surrender
requirement ratio from 50% to 100% in a move to alleviate extended market
pressure on the hryvnia. This moves shows that NBU is concerned by any
further weakening of the FX rate that could destabilize the balance sheets of
economic agents that have sizable short FX positions. Despite these verbal
interventions, the hryvnia fell 1.53% for the day.

In global markets, the US dollar index (Bloomberg : DXY) rose 0.42%
yesterday as markets digested a report on the Fed's minutes from the last
policy meeting held at the end of July. The published Fed minutes that state
that officials have been actively discussing when to raise the key policy rate
caused the dollar index to increase for the day yesterday. Over the past
week and month, respectively, the index gained 0.77% and 2.11%, showing
how the market trend is for a stronger dollar. In the end, the hryvnia's real

TWI lost 1.17%.

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.
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ICU’s UAH trade-weighted indices
(Last 12-month history to 21 Aug 2014)
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Source: Investment Capital Ukraine LLC.

FX market indicators (as of 20 Aug 2014)

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

USD/UAH MARKET (HRYVNIA per US DOLLAR)

Spotmkt  13.3000 +14.26 +61.41
NBU avg 13.2231 +13.51 +62.23
Ttl vim' 381.94 +2.71 -86.37
$volume?  296.70 +3.38 -86.58
NDF 3M 13.6000 +11.84 +60.28
NDF 6M 14.0750 +11.62 +60.31
NDF 1Y 15.0750 +11.30 +60.03

TRADE-WEIGHTED INDICES (TWIs, points)
(VRN vyl -1.17  -057 -10.82 -34.49
RGN G KN -1.17 -057 -10.82 -27.07
(GRTEERARRRNORE -1.17  -057 -10.82 -20.01

USDnom’l  82.226 [ERV A A A N
FX RATES OF KEY CURRENCIES THAT SHAPE UAH's TWIs
USDRUB  36.2892 +3.29 +10.40
EUR/USD 1.3259 -1.96  -3.52
USD/CNY  6.1408 -1.08 +1.43
USD/PLN 3.1594 +2.97  +4.51
USD/TRY 2.1843 +2.82 +1.68
USD/BYR 10,395.00 +0.92 +8.96
USD/KZT  182.0100 -0.91 +17.98
OTHER MAJOR CURRENCIES

USD/JPY  103.7600

GBP/USD 1.6595

USD/CHF 0.9134

AUD/USD  0.9287

USD/CAD 1.0970

USD/BRL 2.2620

USD/KRW  1,022.68

COMMIDITIES

Gold($/0z) 1,291.92
WTl crude®  96.07

Brentcrd®  100.34
Urals crd® N/A +0.00 +0.00 +0.00 +0.00
TR/JCRB*  288.28 [RENIR/E NI WIS +2.89

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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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.
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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
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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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