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e This morning, Ferrexpo announced the resignation of two top
executives, the company's CEO and executive director of business
development

. Ferrexpo's board appointed Konstantin Zhevago CEO, and
proposed two new independent director posts for representatives
of Czech NWR, which recently acquired a 25%0+1 stake in FXPO

e The company announced strategy changes: focus on existing
operations in Ukraine, postpone attraction of a strategic partner

¢ We regard FXPO's current 75%b discount to its peers unjustified,
given the viability of the company's existing operations. Our
long-term production forecasts were always more than 2x below
the management's targets

. For the moment, we keep our price target under review, awaiting
hard numbers on the management's short and long-term plans

Strategy and management changes

Earlier today, Ferrexpo announced that its Board of Directors revised the
group's expansion strategy, postponing all strategic initiatives in the medium
term, including attraction of a strategic investor, and strengthening its existing
operations in Ukraine.

In addition, Ferrexpo said that its board accepted the resignations of CEO Mike
Oppenheimer and Executive Director of Business Development Dennis
McShane; both have agreed to stay on through a transition period. Ferrexpo's
board appointed Konstantin Zhevago, primary beneficiary, to the post of CEO.
The Ferrexpo board proposed to seat two non-executive directors on the board
as a consequence of the 25% stake acquisition by RPG Industries, Miklos
Salamon, executive chairman of NWR, and Marek Jelinek, CFO of NWR.
Salamon was previously an executive director of BHP Billiton.

Our view: Whereas the old management team had been hired to oversee
growth projects, the new market reality has demanded Ferrexpo refocus on its
current business. Zhevago, as CEO, will oversee this process and will seek to
build more bridges with NWR. We believe the NWR representatives will accept
the board seats.

As both entities are raw material suppliers to steel makers, a closer
relationship implies synergies for Ferrexpo and, versus the asset-level strategic
investor program, implies less risks for FXPO minorities (see our March 2008
industry report). For now, we stick to our forecast that Ferrexpo will increase
production to 16 min mt of pellets by 2014 (vs. the company's previous
estimate of about 20 min mt by 2014).

Trading update

In a second press release, Ferrexpo said that since its Interim Management
Statement on October 15, 2008, the company has been notified of reduced
demand for iron ore pellets by a humber of its export contract customers for
the remainder of the year. As a result, these customers have requested
deferral of some 4Q08 deliveries into 2009.

This will lead to a significant increase in unallocated production in the current
year. Ferrexpo estimates that this slowdown in demand will have a negative
impact of around 5% to 10% on its expected sales for 2008.

Our view: We agree with Ferrexpo that effect could be around 5-10% on sales
in 2008. Though, in our view, demand risks in 2009 are high, we estimate that
the company will be able to sell around 9.2-9.5 min mt of pellets (in line with
our forecasts). We stick to our cost assumption for 2008 of USD 34/mt of
pellets. Export-oriented (around 80% of total pellet sales) Ferrexpo, whose
contracts are nominated in US dollars, should benefit from the hryvnya’'s
depreciation.
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Appendix - Disclosures

Analyst certification

I, Eugene Cherviachenko, hereby certify that the views expressed in this research report
accurately reflect my personal views about the subject securities and issuers. | also certify that
no part of my compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed in this research report.

FXPO ratings history

Date 12M target price, USD Market price, USD Rating Action
12-Mar-08 6.62 6.85 HOLD Initiate
31-Mar-08 6.62 6.95 HOLD Maintain
11-Apr-08 7.10 6.87 HOLD Maintain
19-Jun-08 7.10 8.40 HOLD Maintain
09-Jul-08 7.10 7.31 HOLD Maintain
28-Aug-08 7.10 4.48 BUY Upgrade
09-Oct-08 U/R 1.61 BUY Maintain
16-Oct-08 U/R 1.41 BUY Maintain
20-Oct-08 U/R 1.33 BUY Maintain
29-Oct-08 U/R 0.68 BUY Maintain

FXPO target price history, USD per share

FXPO mid-price

Target price

Jun-07

Sep-07

Jan-08
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Investment Ratings

The time horizon for target prices in Concorde Capital's research is 12 months unless otherwise
stated. Concorde Capital employs three basic investment ratings: Buy, Hold and Sell. Typically,
Buy recommendation is associated with an upside of 15% or more from the current market
price; Sell is prompted by downside from the current market price (upside <0%); Hold
recommendation is generally for limited upside within 15%. Though investment ratings are
generally induced by the magnitude of upside, they are not derived on this basis alone. In
certain cases, an analyst may have reasons to establish a recommendation where the associated
range given above does not correspond. Temporary discrepancies between an investment rating
and its upside at a specific point in time due to price movement and/or volatility will be
permitted; Concorde Capital may revise an investment rating at its discretion. A
recommendation and/or target price might be placed Under Review when impelled by corporate
events, changes in finances or operations. Investors should base decisions to Buy, Hold or Sell a
stock on the complete information regarding the analyst's views in the research report and on
their individual investment objectives and circumstances.

Concorde Capital ratings distribution Investment banking clients”

Buy 90 74% Buy 7 100%
Hold 18 15% Hold 0 0%
Sell 7 6% Sell 0 0%
Under Review 7 6% Under Review o 0%
Total 122 100% Total 7 100%

“ Within the last twelve month period, Concorde
Capital has obtained compensation from these
companies for investment banking services.
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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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