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Tickers

Bloomberg FORM UK
Market information”

Market price, USD 1.02
MCap, USD min 230
52WKk Hi/Lo, USD 1.78/0.29
No of shares, min 226
Free float 10.7%
Free float, USD min 24.6
" Prices as of Feb. 03

Shareholders

Commerzbank AG 63.0%
Leonid Yurushev 26.3%
Other 10.7%

Key financials, IFRS, USD min

2008 2009E
Assets 2,423 2,148
Book value 261 125
Net income (70) (129)
Key ratios, IFRS, USD min

2008 2009
CAR (NBU) 10.0% 16.7%
Loans/Deposits 270% 231%
Int. rate margin 6.8% 5.5%
Cost/Income 70% 70%

Current price: UAH 8.2/USD 1.02
1M Target: UAH 9.5/USD 1.18
12M Target: UAH 11.2/USD 1.38

Speculative BUY

Bank Forum’s 2009 UAS accounts, released last Friday, confirmed it
regained customers’ trust, upping total deposits 1726 yoy (vs. the
sector average of -8%). We believe Forum’s shares could
appreciate by as much as 25% within a month or two, triggered by
approval of its long-awaited charter fund increase at its scheduled
March 4 EGM.

20009 results: Customer trust regained

Last Friday Bank Forum released its 2009 UAS financial statements. The bank’s
deposit inflow beat the system average: retail deposits increased 22% (vs. the
sector average of -2%) and corporate deposits by 7% (vs. the sector average
of -18%).

Regaining customer’s trust came at the price of its interest rate margin, which
fell from 6.8% in 2008 to 5.5% in 2009, and failure to optimize operating
efficiency (Cost/Income ratio was 70% in 2009, unchanged from 2008). We
expect efficiency to improve by mid-2010; Forum launched a program to cut
operating expenses at end-2009.

Forum’s reported NPLs made up 18.2% of its total loan portfolio, according to
UAS. We believe Forum'’s actual NPLs are about the system average of ~25%.
As of end-2009, Forum’s provisions against bad loans were only 10% of its
portfolio by UAS, while this number exceeded 15% for many of its peers.

FORM shares surge on high volumes: share capital to finally increase?
Bank Forum shares have made —~37% YTD (vs. the UX’'s 16%), while its
average daily turnover was ~UAH 1.3 min vs. spikes of some UAH 0.6 min
before the three previous EGMs in 4Q09. We believe this indicates the market
perceives approval of Forum’s share capital increase at the March 4 EGM as a
done deal on speculations about recently reached shareholder agreement.

Forum was required by the NBU to raise its regulatory capital by at least UAH
525 min in 2009. However, four consecutive EGMs in 2H09 failed to pass a
planned UAH 1.1 biln equity injection. We believe minority shareholder
Yurushev (26% stake) wanted to exit and blocked the decision, lacking the
resources/desire to participate pro-rata in the charter fund increase.

Aside from market perception and rumors, we see pressure mounting from the
NBU as a factor that could force Forum’s two major shareholders to agree on
the charter fund increase. On top of that, the improved perception of sovereign
risk (Ukraine’s CDS tumbled from above 1,200 in early-2010 to below 900)
and Ukrainian banking sector stability (retail deposit inflow is up ~10% since
its trough in March 2009), could help to convince Commerzbank to pay a
favorable price to buy out Yurushev’s stake. Full control (—90% stake) would
give Commerzbank the ability to implement its strategic plans for Forum.

Short-term 25% upside potential is feasible

After each of Forum’s four EGMs in 2HO09, its stock price tumbled. Although we
foresee increased volatility in Forum shares in coming weeks, we expect the
approval of the charter fund on March 4 to trigger the price quickly to UAH 9.5
(USD 1.2) per share:

e FORM now trades at significant discounts to emerging market peers: 1.2x
vs. 1.7x (2010F), implying —38% upside potential. Part of this potential
could play out fast if triggered by the long awaited charter fund increase on
March 4, which would fundamentally strengthen Forum’s market position

o New shares are to be issued at ~30% above the market price (at a nominal
price of UAH 10), which would also push up the stock’s price

e FORM now trades 84% off its peak at end-2007, while other local bank
stocks, Ukrsotsbank (USCB) and Raiffeisen Bank Aval (BAVL), are now 75%
lower and the PFTS is 45% down from its end-2007 level

This, coupled with speculation that Yurushev will finally sell off his stake in
Forum to Commerzbank, leads us to believe the stock can provide a
speculative return of as high as 25% within 1-2 months period.
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FORM market price and trading volumes, dates of Forum EGMs in 2H09
vs. UX Index
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Equity indices and Ukrainian banking stocks since their peak at end-2007
(local currencies, normalized, 08/01/2008 = 100)
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Peer valuation

MCap P/B
Country USD min 2010F
]
Ukrsotsbank Ukraine 590 1.06
Raiffeisen Bank Aval Ukraine 819 0.98
]
Bank Pekao Poland 15,170 2.27
PKO BP Poland 17,049 2.30
BZ WBK Poland 4,668 2.07
ING BSK Poland 3,124 1.62
Bank Millennium Poland 1,244 1.33
Getin Holding Poland 2,294 1.55
Komercni Banka Czech Republic 7,597 2.07
OTP Bank Hungary 8,245 1.15
BRD-GSG Romania 3,557 1.95
Banca Transilvania Romania 767 1.26
Sberbank Russia 63,682 2.14
VTB Russia 25,628 1.67
Bank of Moscow Russia 4,645 1.60
Vozrozhdenie Russia 1,045 1.72
Bank St Petersburg Russia 955 1.32
Median 1.67
Forum 230 1.26
Price, USD
implied by international peer median 1.38
Upside/Downside 36%

Source: Company data; Bloomberg
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Financial statements, IFRS

Balance sheet summary, USD min

2007 2008 2009E 2010F
Cash & Equivalents 218 131 146 112
Due From Banks 107 51 40 35
Loans 1,926 2,218 2,133 2,060
Less Provisions (73) 147) (320) (371)
Other Assets 170 169 149 143
Total Assets 2,348 2,423 2,148 1,979
Due To Banks 495 1,047 927 578
Clients’ Deposits 1,163 823 923 995
Subordinated Debt 50 50 134 125
Other Liabilities 388 241 36 22
Total Liabilities 2,096 2,162 2,020 1,720
Equity 252 261 129 259
Total Liabilities & Equity 2,348 2,423 2,148 1,979
Income statement summary, USD min

2007 2008 2009E 2010F
Net Interest Income 87 142 120 132
Provisions Change (34) (174) (182) (71)
NII After Provisions 52 (32) (62) 61
Net Fees Income 13 18 11 20
SG&A (72) (112) (92) (76)
Other Income/(Expense) 10 33 16 7
EBT 4 (93) (126) 13
Tax ) 22 0 (©)
Net Income 2 (70) (126) 9
NI Attributed To Common Equity 2 (70) (126) 9
Earnings Per Share, USD (0.31) (0.55) 0.03
Selected ratios

2007 2008 2009E 2010F
Loans loss provisions/Total loans -3.8% -6.6% -15.0%  -18.0%
Loans/Deposits 165.6% 269.4% 231.1% 207.0%
Interest Rate Margin 6.8% 5.5% 6.3%
Cost/Income 71.8% 70.0% 70.0% 50.0%
Cost/Avg Assets 4.7% 4.0% 3.7%
RoOA (annualized) -2.9% -5.5% 0.5%
RoE (annualized) -53.8% -64.8% 4.9%
Financial statements, UAS
Balance sheet summary, USD min

2007 2008 2009
Cash & Equivalents 149 288 360
Due From Banks 662 90 34
Loans 1,906 2,222 2,133
Less Provisions (57) (100) (211)
Other Assets 194 164 124
Total Assets 2,855 2,664 2,441
Due To Banks 903 1,115 1,104
Clients’ Deposits 1,533 822 927
Subordinated Debt 50 50 135
Other Liabilities 42 330 42
Total Liabilities 2,588 2,419 2,207
Equity 267 245 234
Total Liabilities & Equity 2,855 2,664 2,441
Income statement summary, USD min

2007 2008 2009E
Net Interest Income 83 92 98
Provisions Change 31 (48) (121)
NII After Provisions 114 44 (23)
Net Fees Income 19 18 17
SG&A (68) (75) 87)
Other Income/(Expense) (54) 14 10
Net Income 10 1 (83)
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Disclaimer

THIS REPORT HAS BEEN PREPARED BY CONCORDE CAPITAL INVESTMENT BANK INDEPENDENTLY OF THE RESPECTIVE COMPANIES MENTIONED HEREIN 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 MIGHT HAVE A CONFLICT OF INTEREST THAT COULD AFFECT THE OBJECTIVITY OF THIS REPORT.

THE INFORMATION GIVEN AND OPINIONS EXPRESSED IN THIS DOCUMENT ARE SOLELY THOSE OF CONCORDE CAPITAL AS PART OF ITS INTERNAL RESEARCH COVERAGE.
THIS DOCUMENT DOES NOT CONSTITUTE OR CONTAIN AN OFFER OF OR AN INVITATION TO SUBSCRIBE FOR OR ACQUIRE ANY SECURITIES. THIS DOCUMENT IS
CONFIDENTIAL TO CLIENTS OF CONCORDE CAPITAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED OR GIVEN TO ANY OTHER PERSON.

CONCORDE CAPITAL, ITS DIRECTORS AND EMPLOYEES OR CLIENTS MIGHT HAVE OR HAVE HAD INTERESTS OR LONG/SHORT POSITIONS IN THE SECURITIES REFERRED
TO HEREIN, AND MIGHT AT ANY TIME MAKE PURCHASES AND/OR SALES IN THEM AS A PRINCIPAL OR AN AGENT. CONCORDE CAPITAL MIGHT ACT OR HAS ACTED AS A
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 COMPENSATION BASED UPON VARIOUS FACTORS, INCLUDING QUALITY OF RESEARCH, INVESTOR/CLIENT FEEDBACK,
STOCK PICKING, COMPETITIVE FACTORS, FIRM REVENUES AND INVESTMENT BANKING REVENUES.

PRICES OF LISTED SECURITIES REFERRED TO IN THIS REPORT ARE DENOTED IN THE CURRENCY OF THE RESPECTIVE EXCHANGES. INVESTORS IN FINANCIAL
INSTRUMENTS SUCH AS DEPOSITORY RECEIPTS, THE VALUES OR PRICES OF WHICH ARE INFLUENCED BY CURRENCY VOLATILITY, EFFECTIVELY ASSUME CURRENCY RISK.

DUE TO THE TIMELY NATURE OF THIS REPORT, THE INFORMATION CONTAINED MIGHT NOT HAVE BEEN VERIFIED AND IS BASED ON THE OPINION OF THE ANALYST. WE
DO NOT PURPORT THIS DOCUMENT TO BE ENTIRELY ACCURATE AND DO NOT GUARANTEE IT TO BE A COMPLETE STATEMENT OR SUMMARY OF 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 OF THIS DOCUMENT IN WHOLE OR IN PART WITHOUT PRIOR PERMISSION IS PROHIBITED.

NEITHER THIS DOCUMENT NOR ANY COPY HEREOF MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OR DISTRIBUTED IN THE UNITED STATES OR TO ANY U.S.
PERSON (WITHIN THE MEANING OF REGULATION S UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”)), OTHER THAN TO A LIMITED
NUMBER OF “QUALIFIED INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT) SELECTED BY CONCORDE CAPITAL.

THIS DOCUMENT MAY ONLY BE DELIVERED WITHIN THE UNITED KINGDOM TO PERSONS WHO ARE AUTHORIZED OR EXEMPT WITHIN THE MEANING OF THE FINANCIAL
SERVICES AND MARKETS ACT 2000 (“FSMA”) OR TO PERSONS WHO ARE OTHERWISE ENTITLED TO RECEIVE THIS DOCUMENT UNDER THE FINANCIAL SERVICES AND
MARKETS ACT 2000 (FINANCIAL PROMOTION) ORDER 2005, OR ANY OTHER ORDER MADE UNDER THE FSMA.
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