Ukraine/ Metals

" Alchevsk Iron & Steel

CONCORDE CAPITAL OMO5 Financials Confirm Our Forecasts

Undiluted Diluted*
B UY 15 Nov 2005 USD 0.32 USD 0.042
12m Target USD 0.60 USD 0.062

Alchevsk Iron & Steel has met our expectations by reporting a
significant improvement in its 9MO5 financials yoy. The
company’s margins have bounced back, reinforcing the
pattern we observed in its 1HO5 financials. We reiterate our
BUY recommendation for the stock.

ALMK Mid-Market, UAH

ALMK
PFTS rebased Margin Rebound In 9MO5 Reinforces Positive 1HO5 Dynamics.

With sales up 28.9% yoy in 9MO05, Alchevsk Iron & Steel’s EBITDA
margin shot up from 5.6% to 14.3%, and its net margin surged from
1.2% to 8.5% for the period on a yoy basis.

9M04 9MO05 9MO04 9MO05 9M04 9MO05
ALMK 564.8 727.8 28.9% 5.6% 14.3% 1.2% 8.5%

May-05 Aug-05 Nov-05

This was fully in line with the dynamics ALMK showed in 1HO5,
outperforming its ‘big 4’ peers in terms of margin growth, and appears
to us to be sign that the company is phasing out transfer pricing and
improving operational efficiency through modernization.

Market Information

1HO4 1HO5 1HO4  1HO5
MMKI 24.0% 22.1% 15.7%  13.0%
AZST 16.3% 17.7% 8.6% 10.8%
KSTL 31.4% 24.4% 23.1% 14.3%
ZPST 20.1% 16.2% 11.7% 9.6%
ALMK 5.3% 15.6% 0.7% 10.1%
Still Massively Undervalued. The company’s multiples are

Stock O hi significantly lower than those of its domestic peers. This makes it our
top pick in the steel stock universe. We keep our target at USD 0.60 per
share and maintain a BUY recommendation.

2005E 2006E 2005E 2006E 2005E 2006E

Ratios 2004 KSTL 0.75 2,885 1.46  1.39 5.8 5.6 102 10.0
MMKI 0.56 1,865 0.64 0.68 3.7 43 7.0 9.1
AZST 052 1,655 0.85 0.85 5.5 6.0 9.3 8.9
ZPST 1.02 858 0.54 0.57 3.1 40 6.2 9.1
ALMK 0.32 246 0.29 0.43 20 3.1 2.9 2.9
Average w/o ALMK 0.87 0.87 45 50 8.2 9.3
Median w/0 ALMK 0.75 0.76 46 5.0 81 9.1

Source: Company Data, Concorde Capital estimates

KEY FINANCIAL DATA*, USD min KEY RATIOS

2004 801 41 8 0.000 2004 0.31 29.00 6.06 0.0%
2005E 935 140 84 0.000 2005E 0.29 2.92 1.96 0.0%
2006E 1,071 150 86 0.000 2006E 0.43 2.86 3.10 0.0%
Spot Exch Rate 5.05

*An additional share issue was approved bv at the AGM on Sepntember 30. 2005. The subscriotion period is Dec 16. 2005— Feb 18. 2006. ex-riahts date is Dec 16.
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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




