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Andrii Parkhomenko ¢ The State Statistics Committee announced on Saturday
pav@concorde.com.ua that consumer prices rose 1.5% mom (19.8% YTD) in
+380 44 391 5577 November, whereas producer prices tumbled 6.5%
mom — but are still up 23.5% YTD -
Business cycle indicators e Shrinking demand restrained consumer price growth, Ngs
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20% negative economic outlook wn
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CPI1 growth slows, except for utilities Z
20% In November, shrinking consumer demand largely neutralized
10% the possible impact of UAH depreciation on consumer prices. O
oo Ukraine’s methodology for calculating CPl relies on surveys —
wherein participants specify the prices of the goods and services m
-10% they bought. That is, if the prices for imported goods jump but
R | volumes sold fall, the price difference does not weigh in as
Nov-02  Nov-03  Nov-04  Nov-05 Nov-06  Nov-07  Nov-08 substantially, which was most likely the case in November.
——— GDP real, chg yoy ———CPI, chg yoy
Industrial output, chg yoy «—PP1, chg yoy

In addition, in the face of abating demand, retailers are apt not
Source: State Statistics Committee to adjust prices in proportion to UAH depreciation or even lower
prices to coax customer action.

Key macroeconomic indicators

2007 2008E 2009F Another notable sign of cooling demand is that food prices grew
Business cycle a mere 0.2% mom, the lowest-ever figure for November; food Bagi
Real GDP, % yoy 7.6 3.3 -2.0 prices seasonally increase in the fourth quarter: 78% of the N
Nominal GDP, USD bin 141.2 185.1  167.3 annual rise in food prices over 2002-2007 occurred in the 4Q. In :[>
Industrial output, % yoy 10.2 -4.0 -2.7 fact, more than half of the mom growth in November’s CPlI was [N@p)
CP1 (eop), % yoy 16.6 21.0 15.0 provided by growth in utilities prices, namely hot water and BaR
PPI (eop), % yoy 23.3 17.0 18.0 heating. =
E;Itiz:a:;;c:r: 92 04 75 G!'owth in CPI ticked up to 19.8% YTD; it looks like by yearend it O
C/A balance, % GDP 42 5.8 33 will fall somewhere close to our long-held forecast of 21.0%. —
Trade balance, % GDP 5.6 -6.8 -4.8 m
External debt, % of GDP 59.9 60.4 59.6 CPI growth in November
mom yoy

Exchange rate chg contrib chg contrib
Interbank UAH/USD (avg) 5.03 521 U/R Food and beverages 0.2% 0.1% 26.7% 14.2%
Interbank UAH/USD (eop) 505 7.30  UR 2§§:$|and tobacco ig;‘: g'i;‘: 2;222 3'22;2
Source: State Statistics _Commi_ttee, National Bank of Ukraine, Utilities and housing 6:2% 0:8% 20:9% 2:6%
Bloomberg, Concorde Capital estimates

Housewares 3.0% 0.1% 11.4% 0.4%

Healthcare 1.2% 0.0% 19.7% 0.6%
Prices for core commodities, as of December 8 Transportation 1.9% 0.1% 25.7% 1.0%

Current %, YTD %6, yoy Communications 0.2% 0.0% 4.4% 0.1%

Gas imports, USD/tcm 179.50 0% 38% Recreation 3.2% 0.1% 12.2% 0.3%
Crude oil (URALS), USD/bbl 34.88  -62%  -59% Education 0.4% 0.0% 29.1% 0.5%
Winter wheat, USD/mt, FOB** 160.00  -38%  -37% Restaurants and hotels 1.4% 0.0% 28.4% 0.8%
Steel square billet, USD/mt, FOB**  330.00  -43%  -37% Misc. 2.5% 0.1% 27.8% 0.6%

CPI 1.5% 1.5% 22.3% 22.3%

**Black Sea ports
Source: Gas of Ukraine, Bloomberg

Source: State Statistics Committee

PPI1 drops on gloomy economic expectations

The extent of the fall in producer prices in November came as a
surprise to the market: the Bloomberg consensus only predicted
a 1.0% mom decline versus the actual 6.5%. PPl fell for the
third consecutive month; almost every industry saw some
slippage, a reflection of gloomy demand expectations. The
largest slumps were in coke (-17.3% mom), oil refining (-16.1%
mom), metallurgy (-13.7% mom), and mining (-12.2% mom).
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Our current 2008 PPl forecast of 31% now looks overzealous,
and we set our new 2008 target at 17% yoy, based on the
expectation that producer prices will keep falling in December.
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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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