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Ukraine /Z Iron Ore

Poltava Iron Ore

Ferrexpo Announces Ukraine’s Largest Ever 1PO

May 22, 2007
12M Target: U/R

Today Ferrexpo, the holding company for Poltava Iron Ore
(PGOK), announced its intention to proceed with a listing
and IPO on the LSE. We expect the placement to trigger
greater transparency for the group, thus justifying larger
weight to the ‘“transparency” scenario in our PGOK
valuation. We place our target and recommendation under
review.

Bloomberg PGOK Uz h h b s 00 mi h
The company says it hopes to raise about USD 5 min, twice the
Frankfurt/Xetra UVT GR ) 8 .
total amount raised by all five Ukrainian IPOs over 2002-2006.
No of Shares, min 115.4
Reg S GDR to Ord. 1:1 Company Ticker Period Amount raised  MCap at placement P/E at
USD min USD min placement
; Regal Petroleum RPT Sep.02 15.6 54.6 neg
Market price, usb 11.0 Ukrproduct Group UKR Feb.05 11.5 78.7 15.8
52WKk H/L, usD 12.3/8.5 Cardinal Resources  CDL Apr.05 20.2 52.0 n/a
XXI Century Inv. XXIC  Dec.05 138.7 239.7 3.8
MCap, usp min 1272.8 Astarta Holding AST  Aug.06 30.6 158.2 13.3
Free float 4% Ferrexpo TBD TBD *500.0 *2,000.0 n/a
* Expected
FF MCap, usD min 50.9 Source: The PBN Company, company data, Concorde Capital estimates
Mo avg tr volume>*, usb min 0.75 According to the announcement, proceeds from the placement will
MCap turnover* 1.5% be used to fund iron ore projects, pay off existing debt and
* 6M trailing, PFTS & Frankfurt prospective acquisitions. The company plans to continue exploration
of the Yeristovskoye iron ore deposit, adding 632 min mt to the
Stock ownership company’s current reserves of 491 min mt, and to double pellet
r ion 2014 to 16 min mt.
Ferrexpo AG 85.8% production by 2014 to 16 t
0,
Other 14.2% We were advised by Ferrexpo corporate communication
. representative that the holding does not intend to issue additional
Ratios, 2005 . -
- shares of Poltava Iron Ore, so the placement will not going to be
EBITDA Margin 24% dilutive for minority shareholders.
Net Margin 13%
Net Debt/Equity 0.7 The company intends to sell new and existing shares. We were
informed that Kostyantin Zhevago, majority owner of Ferrexpo,
intends to retain a 75% stake. This means that the remaining 25%
stake is valued at around USD 500 min, or USD 2 bin total
capitalization. According to the release, there will be also a 15%
over-allotment option. The prospectus will be available by the end of
June.
Stock performance vs. PFTS Sector performance, YTD Trading volume, USD thousand
25 -
Share price, USD PETS 4,100 | W Frankfurt/Xetra (GRs)
PFTS rebased | B PFTS (Ord
20 - PGZK 3,600 (ords)
SGOK
15 -
PGOK
10 - SUBA
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5 . . . . '
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Source: PFTS, Bloomberg
Key financials & ratios
(in USD mIn) Sales EBITDA Margin Net Margin EV/S EV/EBITDA P/E
2006E 451.7 21.7% 7.4% 3.3 15.3 37.9
2007E 564.8 23.7% 9.3% 2.8 11.7 24.3
2008E 663.3 27.1% 11.9% 2.4 8.7 16.1

Spot exchange rate: 5.05
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Disclaimer

This report has been prepared by Concorde Capital investment bank 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.

Concorde Capital, its directors and employees or clients might have or has 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.

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 without
prior permission is prohibited. © 2007 Concorde Capital




