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Key market indicators (as of 20 Oct 2014)

Last Daily YTD
chg (%) chg (%)

FX & MONEY RATES

USD/UAH 12.9000 +56.55
USD/UAH (1Y NDF) 15,7500  +0.00 AN
EUR/USD 1.2800 -6.86
USD/RUB 40.9616 +24.62
KievPRIME O/N (%) 9.83 +203bp
KievPRIME 1M (%) 16.33 +8bp

SOVEREIGN EUROBONDS: yields and spreads
Ukraine 15, Eurobond (%) PARYE -212bp +1,219bp
Ukraine 17, Eurobond (%) IEWAN  +-20bp  +566bp
Ukraine 22, Eurobond (%) 11.07 +2bp  +173bp
Ukraine 23, Eurobond (%) 10.81 +2bp  +176bp

Ukraine 5Y CDS (ECEEIE  -34bp  +522bp
EQUITIES

Stock market indices

UX (Ukraine) 1,101.45 -0.70 = +21.03
MSCI World 399.94 EEEIIVLS =211
MSCI EM 081.50 RO -2.11
RTS (Russia) 1,056.71 -1.51 -26.76
WIG-20 (Poland) 2,386.61 -0.60 -0.60
S&P 500 (USA) ECZXaN 091  +3.01

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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Ukraine-Russia standoff: Another tricky day in Donetsk

Following yesterday's explosion that occurred near a chemical plant in Donetsk that was
widely disseminated by social media, only later in the day did the leader of the pro-Kremlin
militants announce that this explosion was meant an end to the ceasefire agreement
declared in Minsk. He provided no additional next steps, and the Kremlin remained silent
through the end of the day yesterday. Despite its silence so far, the Kremlin could still
exploit the explosion as a pretext for another positional move to threaten Kiev's authority. In
sum, the Ukraine-Russia military standoff is most likely not coming to a peaceful end
anytime soon and the conflict could heighten further. Yesterday, an article In US political
magazine politico.com and an interview of Russian FM Lavrov by a Russia state owned TV
channel both strongly suggest that an increasingly militarized and more aggressive Russia
should emerge from the current geopolitical crisis over the next 3-6 months. In our view, the
protracted downturn in the Russia economy is inevitable because it is politically suicidal for
the Kremlin to undertake true structural reforms. Instead, the Kremlin will exploit its routine
method of geopolitical confrontation. In our view, the sanctions by the West will last and
could be made even more severe to tame the Kremlin.

Alexander Valchyshen, Kiev, +38044 2200120 ext.721

Ukrainian medium-size banks need UAH10bn of additional capital

The First Deputy Governor of the NBU has announced the preliminary result of the stress-
test conducted for the 20 mid-size banks. Without stating the names of the exact financial
institutions that currently need capital or giving the number of such banks, approximately
UAH10bn, a 35% increase from 2Q14, is needed.

Of the largest group of banks that require capital inflows of UAH56bn, or approximately
48% of 2Q14 equity, only nine banks are in need for a capital increase, including the
following:

1) UAH12.5bn is required by three state banks, with Oschadbank being the largest
potential recipient of the capital inflow.

2) UAH20.6bn is required by three foreign banks — two with Russian capital and one
subsidiary of a western banking group. Russian VTB bank increased its share capital
by UAH1.2bn in September 2014; Prominvestbank is expected to announce a parent
company loan conversion into equity.

3) Three banks with Ukrainian capital jointly require UAH23bn of additional capital. Delta
Bank announced a UAH1.2bn share increase; Nadra Bank is expected to announce a
share capital increase at its shareholders meeting in November.

While the largest banks have been mandated to provide the necessary capital by the end of
2014, given the absolute amount of required capital, some banks will most certainly need a
waiver until mid-2015. For the mid-size banks, the deadline was set at February 2015.

Mykhaylo Demkiv, Kyiv, +38044 2200120 ext.723


http://www.politico.com/magazine/story/2014/10/vladimir-putins-coup-112025.html?hp=t3_3#.VEYE2vmsUmc
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Liquidity down prior to month-end tax payments

Banks' correspondent accounts with the NBU declined UAH0.99bn yesterday
to UAH28.78bn and total CDs outstanding fell UAHO0.51bn to UAH11.02bn.
Total local currency debt repayments scheduled for the next 30 days
remained steady at UAH5.85bn. As a result, broader banking sector liquidity
was down UAH1.49bn to UAH45.65bn.

KyivPrime interest rates slightly rose: the KyivPrime ON interest rate rose
8bp to 9.83% while the KyivPrime 1M interest rate increased the same 8bp to
16.33%.

Investment implications: Without support, liquidity continued to decline
yesterday and is unlikely to recover this week as month-end tax
payments began today. Under these conditions, broader banking
liquidity could fall below UAH40.0bn to new lows.

Eurobond YTMs slightly increase

After a slight correction last Friday, spreads widened to 867-2,019bp and
YTMs of Ukrainian Eurobonds were adjusted to the range of 10.86-20.55%
yesterday. UKRAIN 6.875% '15 rose 44bp to 20.55%, UKRAIN 6.58% '16
was up 23bp to 15.41%, UKRAIN 6.75% '17 and UKRAIN 9.25% '17 rose
22bp to 13.42% and 15.23% respectively, while UKRAIN 7.95% 21, UKRAIN
7.80% '22 and UKRAIN 7.50% '23 increased 8bp to 11.56% 11.13% and
10.86%, respectively. The 5-year CDS declined to 1,339bp.

Investment implications: Reports of negotiations on the gas supply
Russia indicate that Ukraine will need a new bridge loan to settle the
gas dispute. However, as Ukraine is not scheduled to repay large
portions of the debt anytime soon, authorities do have sufficient FX to
fulfil the gas payments despite the current demand for FX.

Primary auction announcement

After a month break in FX bonds offerings, the MoF will offer 2-year USD-
denominated bonds today. In addition to the scheduled 12-month bonds, the
MoF also offer a new 10-year bond in place of the 5-year and 7-year bonds.

Investment implications: We could see small demand today for 12-
month and 2-year bonds, while bids for the 10-year bond will most
likely be supported by domestic QE as the NBU once more increased
its portfolio at the end of last week. Tomorrow's debt repayments
include UAH1.15bn in local currency (mostly interest repayments and
only UAH100.79m in principal repayments) and US$14.73m of interest
in FX. Today's borrowings will be mostly used for budget needs.

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

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

MONEY MARKET KIEV PRIME RATES (%)

0/n CReN  +8bp +138bp
Twk 11.00 -2bp  +45bp
m GRRR  +8bp +63bp

2m 18.00  +Obp EEmlil +0bp
3m 18.00  +0bp  +0bp  +0Obp
LIQUIDITY WIDE MEASUREMENT (UAHm)
EV I 331  -1.04 -11.96 -12.01
CDs? RNl 441 655 -26.80 +1,463.3
RGP +9.66 -466 -1.54  +3227
Total LCRRPE 199 291 1485 +82.13
HOLDERS OF UAH SOVEREIGN BONDS (UAHm)

C.bank 272,642  +0.00 PSRN VAL

Banks 83,551 -1.24  -5.80

Resid's* 14,587 +0.39 -61.79

Non-res® 19,391 -0.14  -354

Total 390,171 +0.61  +0.48

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 +0bp  +0bp

Jan '14 N/A B +0bp  +0bp

Aug '15° \/Y +17bp +301bp +301bp

EUROBONDS USD SOVEREIGN BOND YIELDS (%)

CDS5yr 1,339 -34bp +157bp +522bp
Jun '16 16.09 +15bp +120bp +720bp
Jul 17 15.21 -31bp +128bp +566bp
Sep '20 11.55 -42bp  +75bp +235bp

Sep '21 11.51 -36bp +67bp +229bp
Sep '22 11.07 -22bp  +72bp +173bp
Feb '23 10.81 -31bp.  +49%p +176bp

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

Chart 2. UAH NDF implied yields (%), last 12-month period
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Chart 3. UAH sovereign yield curve (%) as of 20 Oct 2014
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Chart 4. USD sovereign yield curve (%) as of 20 Oct 2014
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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 20 Oct 2014
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Chart 7. Holders of sovereign bonds (UAHbn), last 12 months
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Chart 8. Domestic sovereign debt (%) as of 20 Oct 2014
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Table 1. Ukrainian stocks (closing prices as of 20-0ct-2014) E

Share price performance (% change) Valuation (US$) Free float (FF) & Liquidity P/E EV/EBITDA EV/Sales Ratios 8’

Company Bloomberg  Listing Last Daily MoM YTD YoY Last Market EV FF FF Lastday 3Mavg. FF share FF 2013 2014E 2014E 2013 2014E 2014E 2013 2014E 2014E P/B Debt/ 5

Ticker price price cap (m) (m) (%) mktcap turnover turnover traded turnover (x) Assets 8

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

ENERGY

Cadogan Petrol... ~ CADLN  London 9.50 GBp 015 355 -121 402 14.3 0.0 25.2 0.09 1,082 Neg. N/A N/A 1.8 N/A N/A Neg. N/A N/A 0.2 0.0
Centrenergo CEEN UK Kiev, UX 7.51 UAH 058 2133 2679 217 46.3 17.2 112.0 0.06 1,669 5.7 49 7.5 0.3 39 4.1 05 0.3 0.3 11 163
Coal Energy CLEPW  Warsaw 0.76 PLN 023 104 1363 25.0 2.6 1.9 421 0.51 196  Neg. N/A N/A 6.1 N/A N/A 1.1 N/A N/A 01 398
Donbasenergo DOEN UK  Kiev, UX 30.86 UAH 237 561 1172 142 8.0 2.6 20.8 0.11 921 14 1.3 14 0.1 1.9 15 0.3 0.2 0.3 1.1 251
JKX Oil & Gas JKXLN  London 36.75 GBp 059 1020 1072 472 482 18.7 314 0.07 1,431 157 170 3.1 1.6 2.1 1.7 0.6 0.6 0.6 0.2 55

Regal Petroleum RPTLN  London 6.75 GBp
Zakhidenergo ZAEN UK Kiev, PFTS ~ 162.00 UAH
METALLURGY

0.1 35.0 49 809 28.3 4.5 8.6 0.04 2,834 Neg. 175 NA 0.4 0.2 0.4 0.1 0.1 0.2 03 00
1246 1594 2489 50 8.0 12 2.6 0.06 1,588 36 NA NA 16  NA NA 03 NA NA 14 00

Alchevsky Meta... ALMK UK  Kiev, UX 0.03 UAH 000 500 22533 39 19 0.3 7.4 0.12 846  Neg.  Neg. N/A~ Neg.  Neg. N/A 2.0 12 NA NA 857
Avdiyivsky Cok... ~ AVDKUK  Kiev, UX 2.53 UAH 019 379 342 40 15 0.8 7.8 0.22 445  Neg. 246.6 0.6 0.1 0.7 0.3 0.1 0.0 0.0 0.1 0.1
Azovstal AZSTUK  Kiev, UX 0.67 UAH 0.06 218.0 NA 41 8.9 38.9 13.2 0.22 462 Neg.  Neg. NA NA  NA  NA  NA N/A N/A 0.2 0.0
Ferrexpo PLC FXPOLN  London 91.45 GBp 148 8702 10726 224 1949 19692 1,044.5 0.91 110 3.3 3.2 6.9 2.1 2.2 3.4 0.7 0.7 0.8 08 351
Yasynivsky Cok... ~ YASKUK  Kiev, UX 0.43 UAH 0.03 9.1 100 90 0.8 0.0 37 0.30 331 Neg. 0.8 0.5 0.1 0.4 03 0.0 0.0 0.0 0.1 0.0

Yenakievo Steel ~ ENMZ UK Kiev, UX 28.63 UAH
FOOD AND AGRIBUSINESS

220 232 131 9.4 2.2 0.0 8.3 0.15 677  Neg.  Neg. N/A 2.3 04 NA 0.0 0.0 N/A 13 0.0

ys1auoq ul Aep Aoy Jaylouy  1ybisu) Ajreg

AgroGeneration ~ ALAGR FP EN Paris 0.50 EUR 064 592 1147 340 20.1 48 10.0 0.13 793 Neg. N/A~ N/A  Neg. N/A - N/A 17 NA - NA 11359
Agroliga AGLPW  Warsaw 12.85PLN 3.90 6.0 6.9 167 1.0 5.0 2.3 0.33 302 15 NA NA 20 NA NA 0.3 N/A N/A 0.5 5.7
Agroton AGTPW  Warsaw 1.92PLN 058 126 579 262 3.3 10.6 57.3 0.56 180 Neg. 1.8 16 217 193 NA 0.7 07 0.7 01 284
Astarta Holdin... ASTPW  Warsaw 33.06 PLN 10.04 250.9 5008 31.0 77.8 5.5 101.9 0.17 575 76 244 3.8 6.6 4.0 4.4 11 1.0 1.0 07 382
Avangard AVGR LI London Intl 6.50 USD 650 4152 5489 217 90.1 0.0 90.4 0.09 1,063 1.8 2.9 2.5 1.8 3.1 3.0 0.8 0.9 0.9 04 178
IMC IMCPW  Warsaw 6.85 PLN 208 651 2062 239 15.5 1.3 16.8 0.1 885 2.5 Neg. 17 3.8 3.8 3.7 18 1.1 1.1 04 387
Kernel Holding... ~ KERPW  Warsaw 22.15PLN 6.72 5358 1,442.4 588 3149 319.3 756.0 017 594 48 734 3.7 5.0 6.9 4.6 05 0.6 0.6 05 306
KSG Agro KSGPW  Warsaw 1.12PLN 0.34 51 1162 344 1.8 23.3 186.3 3.52 28  Neg. 0.4 0.3 44  NA  NA 16 12 1.0 03 440
MHP MHPC LI London Intl 11.27 USD 11.27 1,190.9 2,401.2 223 265.8 569.9 1,047.6 0.13 800 76 105 41 6.1 5.1 4.8 16 17 15 20 470
Milkiland MLKPW  Warsaw 3.47PLN 105 329 1619 200 6.6 6.9 7.3 0.17 595 2.4 Neg. 7.6 4.9 4.2 4.6 0.4 04 04 02 308

Mriya Agrohold... MAYA GF  Frankfurt 0.58 EUR
CONSTRUCTION

074 784 8062 200 15.7 0.0 1.3 001 18,299 09 09 0.4 49 3.0 2.7 16 19 19 02 453

™M TR61 GF Xetra 0.16 EUR +00 -325 -489 -53.0 0.21 10.8 186.4 13.1 1.4 0.0 0.1 0.01 13,032  Neg. N/A N/A~ Neg. N/A N/A 55 N/A N/A 0.1 455
FINANCIAL SERVICES

Raiffeisen Ban... ~ BAVLUK  Kiev, UX 0.12 UAH -04 447 +91 +36.3 0.01 2855 NA 38 10.9 2.2 19.0 0.1 923 3.7 Neg. 126 N/A N/A N/A N/A N/A N/A 05 224
Ukrsotshank USCB UK Kiev, UX 0.14 UAH +00 43 -280 -254 0.01 1884 NA 45 8.4 0.0 2.5 0.00 37,485 Neg. 10.0 N/A N/A N/A N/A N/A N/A N/A 03 282

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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Ukraine FX market remains tightly controlled

Yesterday, the market was stable and calm as the average NBU market rate
held at 12.95/USD. With only a few days left until parliamentary elections are
held this Sunday, the political dust is expected to settle soon after,
particularly in regard to the noise over the FX rate which has been overly
exploited by politicians. Still, macroeconomic fundamentals, which are
separate from politics, are expected to be unfavorable for the hryvnia going
forward.

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 21 Oct 2014)

Nominal (Ihs) Real CPI-based (rhs)
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Source: Investment Capital Ukraine LLC.
FX market indicators (as of 20 Oct 2014)

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

USD/UAH MARKET (HRYVNIA per US DOLLAR)

Spotmkt 12,9000 [EOKZE +0.00 BESI0R 2R
NBU avg ipacivd +000 -0.01  -3.60 +58.89
Tl vim' N/A N/A N/A N/A N/A
$ volume? N/A N/A N/A N/A N/A
NDF 3M 14.3500 +0.00 +0.00
NDF 6M 14.8000 +0.00 +0.00
NDF 1Y 15.7500 +0.00 +0.00
TRADE-WEIGHTED INDICES (TWIs, points)
UAH nom’l  48.191 [EEOREREERIRES V2]

(VCICE TGS PRy +0.18 +0.30 +14.22

(AGECE IR RPN +0.18  +0.30 +14.22

USD nom’l  84.953 [N EEOGIS RS0 R}

FX RATES OF KEY CURRENCIES THAT SHAPE UAH’s TWIs
ISV Rl +0.78 +1.13 +6.59 +24.62
EUR/USD sl 031 +038 -023 -6.86
USD/CNY [(ApZam -002 -004 -027 +1.15
USD/PLN kel -013 +041 +1.26 +9.22
USD/TRY pvrets -0.09 -113 +041 +4.45
USD/BYR 10,705.00 [EE0RZRET 07N N7 VA
IS/ vAmmmEaWva(l -020 -002 -0.10 +17.83
OTHER MAJOR CURRENCIES

USD/JPY  106.9500
GBP/USD 1.6165
USD/CHF 0.9428
AUD/USD 0.8784
USD/CAD 1.1285
USD/BRL 2.4643
USD/KRW  1,059.75
COMMIDITIES
Gold($/0z) 1,246.93
WTl crude® 8271
Brenterd®  84.28
Urals crd® N/A +0.00 +0.00 +0.00 +0.00

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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Weighted average rate

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 Chart 14. Nominal, CPI- and PPl-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.


http://ib.icu.ua/files/ICUQtlyReport-20130131.pdf
http://ib.icu.ua/files/ICUQtlyReport-20130814-print.pdf
http://ib.icu.ua/files/ICUQtlyReport-20130814-print.pdf
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