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Mykyta Mykhaylychenko . . . .
mms@concorde.com.ua Finance & Credit Bank announced its proposal to restructure its USD

+380 44 391 5577 100 min Eurobonds due January 25, 2010 this week. The bank is
offering to extend the maturity by four years, a marginal coupon
increase from 10.375% to 10.5% and 5% cash payment upfront.
Given the owners’ lack of support and the bank’s weak financials,
we deem restructured F&C Eurobonds, with implied YTM of —~23.7%
s.a., as an unattractive investment opportunity.

Security 5-year extension accompanied by 5% cash upfront payment

FICBUA 10 3/8 This week Finance & Credit Bank announced it was offering holders of its USD
ISIN XS0275465879 100 mIn Eurobonds to extend the notes’ maturity out four years, increase the
coupon marginally from 10.375% to 10.5% and a 5% cash principal payment
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5?&8((116%122//220%%9}?5) 483 60?,? upfront. These terms are close to the preliminary offer revealed in July; back
, . (] . . .
then F&C proposed a 3-year prolongation without upfront cash. The bank said

Maturity date Jan. 25, 2010 it was planning to complete the restructuring by the end of January 2010.

Type Bullet

Amt. outstanding USD 100 min  F&C’s liquidity position looks worrisome

Coupon 10.375%  Finance & Credit had USD 134 mln in cash as of end-3Q09, vs. USD 825 min

Frequency Semiannual (4 4106) in liabilities subject to restructuring/prolongation. In addition to its
Eurobonds, F&C is also working now to restructure USD 70 miln in syndicated
debt that matured in March 2009, and other external debts worth ~USD 30

Restructuring offer min. Another at least 31% of liabilities (USD 625 min) are loans due to the

Maturity date Jan. 25, 2014 NBU (incl. a USD 305 min stabilization loan), which, most likely, will also need

Cash upfront payment 5% to be restructured/prolonged.

Type Bullet

Amt. outstanding USD 95 min  F&C’s liquidity problems are aggravated by deposit outflows: in 2Q09-3Q09

Coupon 10.5%  the pank lost 33.2% of its corporate deposits and 17.4% of its retail deposits

Frequency Semiannual

vs. average inflows across the system of +2.3% and +5.6%, respectively.

No strong support from owners

As of end-3Q09, F&C’s book equity to assets ratio stood at 12.2%, in line with
the average for other large banks. However, we deem F&C’s capital artificially
inflated because of lower than average accumulated provisions (7.1% vs.
12.4% of all assets, according to UAS), while F&C’s NPLs are not below the
system average (—20-22% of all loans), we estimate. Accounting for additional
provisions, F&C’s Equity/Assets ratio drops below the sector average (7.6% vs.
11.6%).
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With its liquidity problems and need for additional capital, F&C has not yet
received any capital injections from its owners, nor agreed to be recapitalized
by the government (the owners were ready to give away a 50%+1 stake in
the bank but the government insisted on 75%+1).

Only in September 2009 F&C’s owners decided to increase bank’s capital by
UAH 400 min (USD 50 min) or 20%. It is not clear though whether owners will
actually inject capital into the bank, because the results of an additional share
issue, for which subscription ended December 11, have yet to be released. The
bank’s owners backed a 36% share capital increase in September 2008, but
reneged and the charter fund has sat pat at UAH 2 bin up until now.

Restructured F&C Eurobonds do not look attractive to us

The current price of F&C’s Eurobonds of 68% of par implies a YTM of 23.7%
s.a. for the restructured notes. In our view, YTM premium of 0.5-3 p.p. against
FUIB’s and Privat’s notes does not compensate for worse financial conditions of
F&C given currently inverted Ukrainian yield curves.
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Recent Ukrainian Banks’ Eurobond Restructurings

Company Restructuring Prolongation Upfront cash  New coupon rate, Sinkability of new Additional notes
initiation (years) payment change from bonds
Alfa-Bank July 3 15%-27% 13% (quart), from Principal repayment n/a
2009 12% (s.a.) starting second year
FUIB December 5 8% 11% (quart), from None Pledge by owners to increase
2009 9.75% (s.a.) share capital and prolong loans
from the NBU
Finance December 4 5% 10.5% (s.a.), from None n/a
& Credit 2009 10.375% (s.a.)

Source: Company data
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Ukraine Eurobond yield map, as of December 16, 2009
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Financial statements, UAS
2008 1HO09 9M09

% of] % of| % of
Balance sheet USD min Assets| USD min Assets| USD min Assets
Cash&Cash equivalents 174.5 7.3% 194.9 8.5% 133.9 5.8%
Due from banks 84.3 3.5% 49.7 2.2% 73.4 3.2%
Loans to clients 2,001.1 83.6% 2,030.9 88.1% 1,990.3 86.4%
Loans loss provision -70.9 -3.0% -133.7 -5.8% -141.7 -6.2%
Other 205.8 8.6% 163.6 7.1% 247.4 10.7%
Total assets 2,394.7 100.0%9 2,305.3 100.0% 2,303.3 100.0%
Due to banks and bonds issued 689.8 28.8% 1,051.7 45.6% 1,066.8 46.3%
Corporate deposits 483.8 20.2% 261.8 11.4% 197.4 8.6%
Retail deposits 857.0 35.8% 586.5 25.4% 546.9 23.7%
Subirdunated debt 13.0 0.5% 13.1 0.6% 20.5 0.9%
Other 29.6 1.2% 92.2 4.0% 189.8 8.2%
Total liabilities 2,073.1 86.6%0 2,005.3 87.0% 2,021.3 87.8%
Share capital 259.7 10.8% 262.1 11.4% 249.7 10.8%
Retained earnings 59.9 2.5% 35.9 1.6% 30.5 1.3%
Other 2.0 0.1% 2.0 0.1% 1.7 0.1%
Total equity 321.6 13.4% 300.0 13.0% 281.9 12.2%
2007 2008 9MO08 9MO09
Income statement USD min USD min USD min USD min
Net interest income 64.30 93.50 66.59 71.45
Net fee income 57.62 71.99 57.21 26.07
SG&A -89.39 -132.85 -83.48 -58.43
Provisions accumulation -34.33 -63.36 -33.72 -61.30
Other, net 57.16 57.69 23.68 -6.08
Net income 55.36 26.97 30.29 -28.28

Source: Finance & Credit Bank, National Bank of Ukraine, Concorde Capital calculations
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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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