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On August 20 Raiffeisen International Bank-Holding AG (Austria)
completed the acquisition of a 93.5% stake in Bank Aval. The
deal will make Raiffeisen Ukraine’s new market leader, turning it
into the largest bank in terms of assets, loans, deposits and
capital. The size of the deal was not made public. We estimate
the acquisition was made for ~USD 900 min, or a current market
share price of USD 0.06. We maintain our BUY recommendation
with a 12m target of USD 0.07 per share.

Aval’s estimated acquisition parameters. According to our estimates,
the deal was closed for ~USD 900 min (P/E x 27.4, P/BV x 5.4, P/Assets X
0.4, P/Loans x 0.6, P/Deposits x 0.6). The estimated transaction parameters
imply a price per share at USD 0.06, which is equal to the current market.
The table below shows M&A deals in the Ukrainian banking sector in 2004.
We chose transactions that include acquisitions of controlling stakes in
Ukrainian banks by foreign investors.

M&A deals in the Ukrainian banking sector in 2004

Buyer Target Acquired stake P/E P/BV P/Assets P/Deposits
PKO Bank Polski Kredit USD 30 min for

(Poland) Bank 66.65% 30.5 1.6 0.18 0.24
Vilniaus Bankas

(Lithuania) (member Azhioc ~ EUR28:2minfor o 1.5 0.39 0.77

0,
of SEB group) >90%

Aval will benefit from new ownership. The acquisition by Raiffeisen
International will benefit Aval’'s operating performance. We believe Aval’'s
profitability will improve through the implementation of advanced cost
efficiency methods, increased investments in modern banking technology,
access to cheaper international resources, as well from Raiffeisen’s
management expertise. The most important benefit for Aval is that
Raiffeisen will provide sufficient capital inflows and resolve the problem of
undercapitalization, which is common among Ukrainian banks. This will
provide Aval with a notable advantage over many Ukrainian banks, allowing
the bank to expand its lending activity without running the risk of violating
the minimum level of capital adequacy required by the National Bank.

We expect Aval will turn into a real western-style bank in the next few years
by its new owner. Raiffeisen will retain the Aval brand as it is widely
recognized among Ukrainians.

KEY RATIOS
P/E P/BV P/Loans P/Assets P/Deposits
244 33 2004 27.3 5.4 0.6 0.4 0.6
291 40 2005E 23.1 3.0 0.4 0.3 0.4
364 53 2006E 17.0 2.7 0.3 0.2 0.3
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Raiffeisen is now #1 in the Ukrainian banking segment. Austria’s RZB
entered the Ukrainian market in 1994, when it established a representative
office. JSCB Raiffesenbank-Ukraine (100% owned by Raiffeisen International)
started operations in 1998. Since then, Raiffeisenbank-Ukraine has rapidly
developed and is currently the seventh-largest bank in Ukraine and the largest
among the country’s international banks.

In March 2005, Raiffeisenbank announced its plans to create a network of 450
subdivisions throughout Ukraine and acquire a Ukrainian bank for this purpose.
In February 2005, Raiffeisen started official talks with Aval on the acquisition
of a controlling stake in the bank. Now that the final six-month negotiations
are complete, the aggregate banking assets of Aval and Raiffeisenbank-
Ukraine amount to USD 3.9 bln, giving it a market share of 11.9%. In
addition, Aval’'s well-developed branch network (the second-largest in the
country) with more than 1,400 outlets, will provide Raiffeisen with a strong
presence in Ukraine’s regions.

Top-10 Ukrainian Banks

Total % of all Loa}n %;IT ToFaI %e?l];

Assets Ukr Portfolio Ukr Deposits Ukr

Aval & Raiffeisenbank 3895 11.9 2705 13.5 2913 12.7
Privatbank 3561 10.9 2128 10.6 2826 12.3
Prominvestbank 2592 7.9 1966 9.8 2175 9.5
Ukrsotsbank 1887 5.8 1006 5.0 1474 6.4
Ukrsibbank 1423 4.4 932 4.7 838 3.6
Ukreximbank 1352 4.1 867 4.3 800 3.5
Oshadbank 1345 4.1 287 1.4 1209 5.3
Nadra 871 2.7 572 2.9 545 2.4
Brokbisnesbank 640 2.0 370 1.8 472 2.1
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Disclaimer

This report has been prepared by Concorde Capital investment bank for informational purposes only. Concorde Capital does and seeks to do business with
companies covered in its research reports. As a result, investors should be aware that Concorde Capital may have a conflict of interest that could affect the

objectivity of this report.

Concorde Capital, its directors and employees or clients may have or have had interests or long or short positions in the securities referred to herein, and
may at any time make purchases and/or sales in them as principal or agent. Concorde Capital may act or have acted as market-maker in the securities
discussed in this report. The research analysts, and/or corporate banking associates principally responsible for the preparation of this report receive
compensations based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and

investment banking revenues.

The information contained herein is based on sources which we believe to be reliable but is not guaranteed by us as being accurate and does not purport
to be a complete statement or summary of the available data. Any opinions expressed herein are statements of our judgments as of the date of
publication and are subject to change without notice. Reproduction without prior permission is prohibited. © 2005 Concorde Capital




