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Executive summary

On May 25, Metinvest announced the key terms of its debt restructuring that was Bond prices, % of par

reached in agreement with banking and bondholder coordinating committees. Based on

these terms, we estimate the fair prices of Metinvest’s Eurobonds in a range between %0 ——METINV'17  ====METINV 16 —— METINV 18
81-91 cents per dollar of the current par value. 75 "
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The implied upside to the current market price of bonds of 70 cents is 16-30%. o "

Therefore, we affirm our positive view on the company’s notes.
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The lowest value range is based on the assumption that Metinvest will only pay the 0 ‘F

minimum promised coupon on the bonds and will repay 100% of principal (including |
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capitalized coupons) in end-2021. 0
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Valuation summary

Scenario Est. NPV, % of par Key assumptions

Worst case 81.1% 100% redemption at maturity, only minimum promised coupon payments
Worst case + 82.9% Worst case + extra 6.58% coupon in 2016-2018

Worst case + + 85.6% Worst case + extra 9.37% coupon in 2016-2018

Best case 91.2% Repayment based on cash flow we modeled earlier
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Key restructuring heads of terms on Eurobonds

All Eurobonds will be combined into a single instrument.
Ultimate maturity: 31 Dec. 2021.
Amortization of principal: cash sweep.

Coupons — paid quarterly in the amount:

Up until end-2018 (Period 1):

* 2.7930% - guaranteed payment in cash;

* 6.5795% - to be paid in cash (on cash sweep) or capitalized (and repaid on cash
sweep in the subsequent periods);

* 1.5025% - may be paid in cash (on cash sweep), otherwise not capitalized.

2019 - 2021 (Period Il):
* 10.875% - guaranteed payment in cash.

Cash sweep — repayment of any unrestricted cash in excess of USD 180 min (first
coupons, then principal). The cash sweep amount is distributed between PXF lenders
and the holders of Eurobonds proportional to debt amounts outstanding.

Limit on CapEx, USD min:

2016: 501

2017: 636 (+100, in case all accrued interest was fully paid in cash in 2016)
2018: 651 (+100, in case all accrued interest was fully paid in cash in 2017)
2019: 775

2020: 836

2021: 888

Restructuring fees: 0.75% to all creditors, 0.75% as early bird fee.
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A new standstill period

Metinvest is going to finalize the restructuring parameters by late September (or late November)
2016. By that time, the holding is offering to prolong its standstill agreement with bondholders,
based closely on the parameters agreed upon in January 2016 (and terminating on May 27),
namely:

The holding will continue to pay monthly 30% of the accrued coupon and capitalize the rest.

It will limit its CapEx at USD 70 min per month, with the possibility to carry over.

The standstill will be prolonged to end-September 2016 (with the possibility of postponement till
end-November).

To approve a new standstill, Metinvest will initiate scheme voting:
* If the scheme is approved by a U.K. court on June 8 (which is highly likely);

* Metinvest will schedule a bondholder meeting for about June 28, with an approval rate of 75% of
all bonds cumulatively.
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Fair value of Eurobonds: 81 to 91 percent of par

We ran four scenarios for the repayment schedule of the
Eurobonds, based on the preannounced restructuring terms:

Worst case :

Coupon is paid:

* In 4Q16-2018 (Period I): only guaranteed minimum of 2.793%
p.a. is paid in cash. This means it will capitalize quarterly
6.5795% of accrued coupons.

* In 2019-2021 (Period Il): guaranteed amount of 10.875% p.a. is
paid.

The principal (including capitalized coupons) is redeemed in one

installment at the end of 2021.

Worst case +:
Same as in the worst case, plus:
*  6.5795% coupon is paid in cash in Period I.

Worst case + +:

Same as in the worst case, but:

* 6.5795% coupon and extra (catch up) coupon of 1.5025% p.a.
are paid in cash in Period I.

Best case :

Coupon on the principal is paid in full (as in the Worst case + +
scenario).

The principal is redeemed sequentially every quarter. The holding
allocates to debt holders all its free cash flow after interest and tax.
Free cash flow projections are taken from our model (as presented
in our April 11 update on Metinvest).

Other assumptions:

* The first restructuring period will start in 4Q16, meaning
Metinvest will agree to the key parameters by end-September.

* By that time, Metinvest will pay monthly 30% of accrued
coupons and will capitalize the rest.

* At the end of September, Metinvest will pay 1.5% in
restructuring fees.

* The discount rate for calculating NPV of cash flows to
bondholders is assumed to be 15%.
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Bond servicing schedules, % of current par value:
Worst case: NPV is 81.1% of par
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Disclaimer
I

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 REGULATIONS
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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