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Tickers
PFTS/UX MSICH

Market information

Market price, USD 302
MCap, USD min 628
52WKk Hi/Lo, USD 316/40.4
No of shares, min 2.0
Free float 35.8%
Free float, USD min 224.8

Shareholders

Management 61.3%
Treasury stock 4.7%
Bartence Alliance 9.7%
Other 24.3%

Key financials and ratios
Sales, EBITDA, Net income,

USD min USD min USD min
2008 387.7 69.2 0.7
2009 479.5 156.8 95.0
2010E 555.4 166.6 100.0
2011E 611.0 122.2 73.3
Stock performance, 12M
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Current price: USD 302

Fair price: USD 350 HOLD

e Yesterday, Motor Sich shareholders convened for an AGM and
approved a 2009 dividend of only UAH 3.0 per share

e Based on the management’s new projections for revenue in 2010,
we upgrade our target price for the stock to USD 350 per share,
implying an upside of 16%. HOLD

Dividends only 3 UAH per share

Motor Sich shareholders, at an AGM yesterday, approved a dividend of only
UAH 3.0 per share, for a total of UAH 5.9 min (less than 1% of 2009 net
income). Motor Sich’s 2009 net income was UAH 741.2 min (UAH 363.2 per
share). We expect a negative reaction to the dividend; the market was
expecting more given that Motor Sich’s 2009 net income equaled its
cumulative income for the preceding ten years.

2009 financial results exceed our expectations
Yesterday Motor Sich published its 2009 financials:

e Net revenues grew 23.7% yoy to USD 479.5 min (vs. our projection of
11.7% yoy growth)

. EBITDA grew 2.3x yoy, margin was at a historical high of 33% (up 15 pp
yoy, 2 pp below our projections). Net income amounted to USD 95 min
(19.8% net margin, 2 pp above our expectations)

19%b sales growth projected in 2010

Management expects 2010 revenues to increase 18.8% yoy (15.8% yoy in
USD terms, assuming an average annual UAH/USD exchange rate of 8 in
2010). Motor Sich’s CFO clarified to us that the main source of growth would
come from a three-year USD 110 min Indian contract for engine modernization
that the company plans to deliver on 1.5x faster than scheduled. We improved
our projections for 2010 based on better than expected 2009 sales growth and
the management’s outlook for 2010.

Estimate revisions, USD min

2009E 2010E 2011E
our forecasts reported figures  old forecast new forecast

Net revenue 433.3 479.5 476.9 555.4 611.0
yoy 11.7% 23.7% 10.1% 15.8% 10.0%
EBITDA 151.7 156.8 104.9 166.6 122.2
mgn 35.0% 32.7% 22.0% 30.0% 20.0%
Net income 76.7 95.0 61.2 100.0 73.3
mgn 17.7% 19.8% 12.8% 18.0% 12.0%

Source: Company data, Concorde Capital

Valuation: target price upgraded

We upgrade our target for Motor Sich to USD 350 per share from USD 220,
upside of 16%, and rate the stock HOLD. The stock is trading at
EV/EBITDA '11E of 5.4x. We base the target on the average EV/EBITDA '11E
for two peer groups, aircraft engine manufacturers and aerospace companies
(currently 6.2x). We argue that projected margins in 2010 are not sustainable
in the long-term and expect normalization in 2011.
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Motor Sich peer valuation

MCap EV/S EV/EBITDA P/E

USD min 09 10E 11E 09 10E 11E 09 10E 11E
Motor Sich 628 1.4 1.2 1.1 4.4 4.1 54 6.6 6.3 0.0
I
IHI Corporation 2,626 0.4 0.4 0.4 9.4 7.2 6.5 n/m 28.0 18.2
Ufimskiye Motors 160 n/a 1.2 0.9 n/a 7.9 6.2 n/a 20.0 5.5
Magellan Aerospace Corp 33 0.5 0.4 0.4 5.4 3.5 3.8 6.1 n/a n/a
Sichuan Chengfa 538 5.0 3.8 4.2 n/a 19.7 245 62.5 40.0 50.4
MTU Aero Engines 2,914 0.9 0.9 0.8 6.7 6.5 5.9 14.1 14.1 12.7
Median 0.71 091 0.85 6.7 7.2 6.2 14.1 24.0 155
Implied price, USD per share
by peer median 134.1 220.4 2335 477.5 552.2 346.5 643.8 1153.4 545.9
Upside/Downside -56% -27% -23% 58% 83% 15% 113% 282% 81%
.
Boeing Co 54,922 0.9 0.9 0.9 17.7 9.3 8.4 52.7 18.9 16.9
Lockheed Martin 31,360 0.8 0.7 0.7 6.5 6.5 6.3 10.6 11.2 11.0
Cobham 4,510 1.8 1.6 1.4 8.6 7.8 7.1 14.4 14.1 13.0
EADS 16,722 0.1 0.2 0.2 2.7 2.6 2.4 173.4 20.2 15.2
Finmeccanica 7,728 0.5 0.5 0.5 4.2 4.2 3.9 8.0 8.2 7.5
Meggitt PLC 3,193 2.5 2.5 2.3 8.8 8.2 7.4 14.2 13.7 12.3
Safran SA 10,980 0.9 0.8 0.7 8.5 7.0 5.7 19.9 18.0 13.1
Dassault Aviation 7,796 0.9 0.9 0.8 6.1 6.5 4.9 20.7 18.0 14.7
Textron 5,935 0.9 0.8 0.7 13.3 10.6 6.2 139.3 45.4 14.4
Zodiac SA 2,811 1.2 1.3 1.2 8.2 10.7 8.8 12.2 19.3 15.0
Median 0.91 0.86 0.78 8.4 7.4 6.2 17.2 18.0 13.8
Implied price, USD per share
by peer median 179.3 206.4 212.9 600.8 569.5 350.8 784.5 864.9 485.5
Upside/Downside -41% -32% -30% 99% 88% 16% 160% 186% 61%

Source: Bloomberg, Concorde Capital

MSICH price implied by peer median and target price, USD

EV/EBITDA '11E P/E '11E EV/EBITDA '11E P/E '11E

Aircraft engine peers Aerospace peers

Source: Bloomberg, 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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