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Khartsyzsk Pipe

Strong 3Q results and increased output suggest
positive trend

Transneft order to help fill order book through 2011

In September, Khartsyzsk Pipe announced its first sale of large-diameter pipe
to Russia’s Transneft for the Eastern Siberia — Pacific Ocean oil pipeline.
According the Transneft, the order is due to an existing deficit of LD pipe in
Russia that may continue into 2011. We see a high probability that
Khartsyzsk will continue deliveries to Transneft through 2011. Approximately
400,000-500,000 mt of LD pipe (70% of Khartsyzsk’s annual capacity) will be
required for the project.

Exports to EU set to begin next year

Last month, Khartsyzsk Pipe became the first producer in CIS granted a
license to supply LD pipe to Gaz de France, which buy pipe for EU oil & gas
projects. Khartsyzsk has an advantage over European peers due to its
approximately 20% lower cost base. We believe Khartsyzsk will begin
shipping pipe to the EU in 2011 (for more details see our June 2010 report).

38% m-o-m rise in production expected for November
Parent company Metinvest anticipates that Khartsyzsk’s monthly output will
be total more than 40,000 mt (up 38% m-o-m) for November and 50,000-
60,000 mt in late 2010 — early 2011. We expect output to increase 66% g-o0-q
in 4Q10 to 135,000 mt (45,000 mt per month on average).

Earnings grew 151% in 3Q to USD 11 min

In 3Q, Khartsyzsk Pipe boosted its earnings by 151% g-o0-q to USD 11.1 min
(vs. USD 4.4 mIn in 2Q and a loss of USD 5.6 min in 1Q). We expect net profit
of USD 30.3 min in 4Q and USD 40.2 min (USD 0.015 or UAH 0.12 per share
for FY 2010). Khartsyzsk has a five-year history of paying dividends and we
expect the company to continue channeling profits to key shareholders in
2011.

Valuation: Target price USD 0.32 for upside of 110%

Though we lower our previous 2010 forecast by 10%-20%, we reiterate our
2011 figures (net income of USD 116 miIn) and 12M target price of USD 0.32
(UAH 2.5). We believe strong production and financial results from the
company in late 2010 — early 2011 will be a liquidity trigger, especially ahead
of dividend distribution.

Key financial and operational figures

1Q10 2Q10 3Q10 4Q10E
Net sales, 000 USD 23,277.6 85,065.2 110,287.3 183,359.4
EBITDA, 000 USD -2,550.3 9,708.7 18,952.7 45,839.9
EBITDA margin, % n/m 11.4% 17.2% 25.0%
Net income, 000 USD -5,592.6 4,429.2 11,138.9 30,254.3
Net income margin, % n/m 5.2% 10.1% 16.5%
Production (000 mt) 21.7 70.3 81.2 135.0
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401,989.5 627,600.0
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17.9% 25.5%
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10.0% 18.5%
308.2 550.0
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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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