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• KDD Group announced recently that it is seeking a partner for its World 

Trade Center project, which accounts for 25% of its portfolio value 

• Project financing via partnership is becoming a new market trend for 
Ukrainian & Russian developers due to tight debt & equity markets  

• We estimate that a co-investor would demand an IRR of ~25%, putting 
the selling price for a 49%  stake in the project at USD 35-40 mln 

 

KDD Group seeks partner for project development 
This month, KDD Group Vice President Petro Radchuk said that the company is 
considering the sale of a 49% stake in its World Trade Center project in Kyiv 
(total area of 159 ths m2). The office center represents 25% of KDD’s portfolio 
value according to Colliers, with an estimated cost of development of 
USD 210 mln. The deal is expected to be closed by the end of 2008. 
 
Development by partnership – a new market trend 
KDD Group became the second public Ukrainian real estate developer, after 
XXI Century, to announce a plan to attract a partner for project development. 
We think attraction of an outside investor will become a new market trend in 
the mid-term as debt and equity market conditions remain tight. In 
neighboring Russia, this tendency is already coming in vogue (e.g. RTM’s JV 
with Immoeast and PIK Group’s partnership agreements with Storm Properties 
and Singaporean GIC Real Estate). 
 
What is the price? 
KDD Group did not disclose the offering price for the 49% stake in its WTC 
project. We estimate that a co-investor would demand an IRR of ~25%, which 
puts the stake’s value in the range of USD 35-40 mln assuming exit in 2012, 
one year after the project’s completion, and a yield of 9% upon exit. 
 
Co-investor’s IRR over 2008-12 vs. entry price 
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Source: Concorde Capital estimates 

 
We will follow the situation with KDD’s search for a WTC project partner and 
any agreements from peer XXI Century, as the potential deals could provide a 
useful benchmark for valuing Ukrainian developers' portfolios. 
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Tickers 
Bloomberg KDDG LN 
 
Market information 
Market price, GBP 1.71 
                    USD 3.38 
MCap, GBP mln 276.8 
          USD mln 546.4 
Chg YTD -14% 
52 Wk H/L, GBP 2.09/1.62 
                 USD 4.21/3.22 
No of shares, mln 161.9 
Avg Mon Tr Vol YTD,  
USD ths 3 056 
Free float 19.6% 
Free float, GBP mln 54.25 
                USD mln 107.1 
Prices as of June 20, 2008 
  
Corporate Governance 
Concorde Rating* Q 
  
* The rating is based on Concorde Capital's 
corporate governance survey. Q denotes 
quality corporate governance standards, AA - 
above average standards, A - average, BA - 
below average and P – poor. 
  
Shareholders 
Group of seven individuals 80.4% 
Portfolio investors 19.6% 
  

Stock performance, YTD  Sector performance, YTD  Real Estate Indices, YTD 
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Note: The Ukrainian Real Estate Index is MCap-weighted and includes XXI Century, TMM and DUPD.   Source: Bloomberg, PFTS 
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CONCORDE CAPITAL 

KDD Group's project appraisal, USD mln 
Project Name Type Region NAV* 
ZAGS Office Center Office Kyiv 226.7 
WTC Office Center Office Kyiv 226.6 
PecherSKY Residential Kyiv 70.9 
Zazimye Residential Kyiv reg. 82.4 
Diplomat-Park Residential Lviv 50.6 
Zhytomyr Highway Retail Kyiv reg. 51.0 
Kureni Mixed-use Kyiv 36.7 
Metro City Mixed-use Kyiv 163.3 
Total   908.2 
* Colliers International as of December 31, 2007 
Source: Company data 

 
Cash flow schedule, USD mln 

(1  200)

( 700)

( 200)

 300

 800

1 300

2008F 2009F 2010F 2011F 2012F

O pEx V A T  Impact C ons truc tion Expense
C ommerc ial Income Res idential Income External financ ing
C ash Flow

 
Source: Company data, Concorde Capital estimates 
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Peer comparison        
Company MCap, Net debt EV NAV Appraisal Appraiser EV/NAV 
   USD mln USD mln USD mln USD mln date      
AISI Realty 102 (36) 66 68 1-Feb-08 DTZ 0.98 
KDD Group 546 (103) 459 908 30-Sep-07 Colliers 0.49 
TKS Real Estate 204 (1) 203 254 31-Dec-07 Veritas 0.80 
TMM Real Estate Development 773 67 840 1468 31-Dec-07 Colliers 0.57 
XXI Century Investments 1034 88 915 2020 31-Dec-07 JLL 0.45 
Median             0.57 
Source: Bloomberg, Concorde Capital estimates        
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CONCORDE CAPITAL 

Financial statements, IFRS 
 
Income statement summary, USD mln 
 2006 2007 
Net Revenues 0.3 0.6 
Cost of Sales (0.3) (0.3) 
Gross Profit 0.0 0.4 
Other Operating Income/Costs, net 222.7 145.3 
SG&A (0.1) (2.0) 
EBITDA 222.7 143.7 
Depreciation (0.6) (0.8) 
EBIT 222.1 142.9 
Interest Expense (0.9)                - 
Financial Income              - 0.2 
Other Income/(Expense)              -                - 
PBT 221.2 143.1 
Tax (55.7) (37.7) 
Net Income 165.5 105.4 
 
 
Balance sheet summary, USD mln 
 2006 2007 
Current Assets 21 191 
Cash & Equivalents 2 128 
Trade Receivables 13 7 
Inventories 0 56 
Other Current Assets 6 0 
Fixed Assets 536 653 
PP&E, net 2 2 
Investment Property & Other Fixed Assets 534 651 
Total Assets 557 844 
    
Shareholders' Equity 381 615 
Share Capital 0 122 
Reserves and Other 381 493 
Current Liabilities 49 46 
ST Interest Bearing Debt 13 16 
Trade Payables 35 30 
Advances from Customers & Other 2                - 
LT Liabilities 127 183 
LT Interest Bearing Debt 1 11 
Other LT 125 172 
Total Liabilities & Equity 557 844 
 
 
Cash flow statement summary, USD mln 
 2006 2007 
Net Income 165 105 
D&A 1 1 
Non-operating and Non-cash Items (168) (108) 
Changes in Working Capital 1 17 
Operating Cash Flow  (1) 15 
    
Capital Expenditures, net (1) (0) 
Other Investments, net (27) (22) 
Investing Cash Flow (29) (23) 
    
Net Borrowings/(Repayments)                - 13 
Dividends Paid     -            - 
Equity Financing & Other 31 121 
Financing Cash Flow  31 134 
    
Beginning Cash Balance              - 2 
Ending Cash Balance 2 128 
Net Cash Inflows/Outflows 2 127 
 
 
UAH/USD exchange rates 
 2006 2007 
Average 5.05 5.05 
Yearend 5.05 5.05 
Source: Company data 
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CONCORDE CAPITAL 

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 56 49%  Buy 6 100% 
Hold 22 19%  Hold 0 0% 
Sell 19 17%  Sell 0 0% 
Under Review 18 16%  Under Review 0 0% 
Total 115 100%  Total 6 100% 
 

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