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Railcar manufacturers

Sale price exceeds input cost growth

Railcar prices grew to USD 70 ths in February vs. USD 60 ths in December

Since our latest update on railcar manufacturers, prices for freight railcars have risen by 15% (USD 70 ths per gondola,
the most popular model, from USD 60 ths in December 2010), an increase unmatched by input price growth. Drivers
have been a combination of continued strong demand in Russia and emerging orders in Ukraine, where state-owned

railway monopoly Ukrzaliznytsya upped freight transportation tariffs by 24% in 2011, making purchases more enticing.

At the same, inputs remained fixed last quarter, with minor growth for wheels and rolled steel. Steel casting, the key
margin eater in 2010, has been stable after the launch of a steel casting production line at Azovmash in late 2010.

Targets upgraded on improved outlook; BUY ratings maintained

Incorporating the assumption railcar prices remain at USD 65-68 ths per gondola in 2011 (contract prices on large
orders are a bit lower than open market rates), we improve our view on the profitability for both Kryukiv Wagon and
Stakhaniv Wagon (though as the latter reported higher-than-expected margins for 2010, our view is more upbeat). In
the long-term, we expect the companies to return to 10-14% EBITDA margins

We increase our DCF-based targets for Kryukiv Wagon by 16% and Stakhaniv Wagon by 61%, which reflects our
expectations of higher margins, accelerated top line growth and slightly lower cost of equity

Target revisions Key multiples

Old New Upgrade Curr. price Upside Rec. EV/Sales EV/EBITDA P/E
Target, USD usb 2010E 2011E 2010E 2011E 2010E 2011E
Kryukiv Wagon 5.00 5.79 16% 4.38 32% BUY Kryukiv Wagon 0.87 0.73 8.7 40 12.8 5.4
Stakhaniv Wagon 1.00 1.61 61% 1.17 38% BUY Stakhaniv Wagon 0.60 0.44 4.8 2.9 8.0 4.8
Average 0.73  0.58 6.7 34 104 5.1

Report date
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12M price target, USD
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Market Cap, USD min
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Price dynamics

Gondola railcar price, USD ‘000
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Railcar wheels, USD ‘000 per kit
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Railcar cost decomposition, USD ‘000 per railcar
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Output dynamics

Kryukiv railcar output, units Stakhaniv railcar output, units
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Ukraine railcar manufacturers

Key operating data
Nominal capacity, cargo cars per year
Output, cargo cars per year

Revenue per car, USD ths
EBITDA per car, USD ths

Key financials
Revenue, USD min
EBITDA, USD min
Net Income, USD min
Net Debt, USD min

Key ratios
EBITDA margin, %
Net Margin, %

# shares, min

Last price, USD per share
MCap, USD min

EV, USD min

Liquidity

Free float, %

Free float, USD min
Avg monthly 12M trading volumes, USD min

Strategy details

Upside risks

Downside risks

Transfer pricing

Stakhaniv Wagon

2008 2009 2010
8,000 8,000 8,000
5,510 1,544 7,084
2008 2009 9IM10
64.2 38.0 47.2
5.9 3.6 4.2
2008 2009 9M10
353.6 58.6 246.9
325 5.5 21.9
22.6 -7.2 19.4
56.3 (10.8) (11.6)
2008 2009 9M10
9% 9% 9%
6% -12% 8%

226.4

1.17

264.0

252.4

high

8.0%

21.1

4.55

12 ths

Plans to increase capacity from
8,000 to 12,000 freight railcars
per year

Actual upgrade in capacity to

Higher transfer pricing

moderate

Kryukiv Wagon

2008 2009
8,000 8,000
6,407 3,314
2008 2009
99.4 54.9
18.7 5.5
2008 2009
637.0 182.0
119.8 18.2
79.9 9.2
4.0 (2.2)
2008 2009
19% 10%
13% 5%

114.7

4.38

502.3

507.4
average

4.7%

24.1

1.54

2010
8,000
9,079

9IM10
56.5
7.6

9IM10
389.8
52.6
33.8
4.9

9IM10
13%
9%

Diversified in higher-margin

but lower demand passenger

and subway car production

Higher CapEx for passenger
fleet from Ukrzaliznytsya

no

2008
n/a
4,700

2008
n/m
n/m

2008
137.4
-3.0
-4.6
169.8

2008
-2%
-3%

2009
n/a
185

2009
n/m
n/m

2009
239.6
14.4
-25.1
162.8

2009
6%
-10%

15.4

1.39

21.4
157.9

average
26.8%
5.7
1.42

Mariupol Heavy Machinery

2010
n/a
3,370

9IM10
82.0
3.1

9M10
248.7
9.3
-15.7
136.5

9IM10
4%
-6%

Parent group Azovmash is
restructuring pre-IPO

high

Railcar Manufacturers Update March 11, 2011

Azovzahalmash

2008
n/a
4,606

2008
147.7
-3.1

2008

680.2
-14.5

-42.7

72.8

2008
-2%
-6%

2009
n/a
5,163

2009
55.4
-0.4

2009
286.2
-2.2
-45.4
82.2

2009
-1%
-16%

46.5

1.70

79.0
244.9

low
3.4%

2.7
0.03

2010
n/a
8,000

9IM10
81.0
4.1

9IM10
455.8
233
-6.0
165.9

9IM10
5%
-1%

Parent group Azovmash is
restructuring pre-IPO

Could be the basis for

Azovmash asset consolidation

high

Dniprovahonmash

2008 2009
5,000 5,000
3,205 904

2008 2009

66.3 46.0
12.9 -5.8

2008 2009

212.4 41.6
41.4 -5.2
34.2 -11.5
34.8 23.2
2008 2009

20% -13%
16% -28%

16.6
8.81
146.5
167.6

low

0.7%
1.0

n/a

n/a

no

2010
5,000
4,315

9M10
49.2
9.2

9M10
152.5
28.3
19.1
21.1

9M10
19%
13%
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CIS railcar market structure

Cargo fleet, ‘000 railcars

Manufacturing capacity, ‘000 freight cars per year
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Kryukiv Wagon KVBZ UK
Investment Case

Most profitable railcar producer in Ukraine
among listed: EBITDA margin of 13% in 9M10
vs. 9% for Stakhaniv Wagon

Produced a historic high of 9,079 freight
railcars in 2010; we estimate 3.2x revenue
growth in 2010E to USD 585 min

Revenue to grow another 19% in 2011E thanks
to price growth for railcars

Diversified into passenger (5% of revenue in
2010E) and subway car production (2% of
revenue in 2010E)

Second liquid Ukrainian railcar manufacturer
with avg. monthly turnover of USD 1.5 min

12M target (USD):
Upside:

Bloomberg
Reuters

Recommendation
Price (10 Mar 11), USD
No of shares, min
Market Cap, USD min

52-week performance
52-week range, USD
ADT, 12M, USD min

Free float, %
Free float, USD min

5.79
32%

KVBZ UK
KVBZ=UA

BUY
4.38
114.7
502.3

46%
2.26/4.97
0.07

4.7%
23.6

Overview: Only manufacturer in Ukraine that makes both passenger and freight
railcars; started serial subway car production. Production capacity: 200 passenger
and 8 ths freight railcars p.a. Exports ~85% of its output to the CIS and Baltics.

Key multiples

Price MCap EV/Sales EV/EBITDA P/E
USD USDmIn 2010E  2011E 2010E 2011E 2010E2011E
Kryukiv Wagon 4.38 502 0.87 0.73 8.7 4.0 128 5.4
Global peers harmonic mean 0.96 0.80 9.4 7.1 18.1 15.3
Stock performance, 12M Monthly trading volumes, USD min
200% 25
2.0
150% N
A “_J""m’\f 15
y W A
100% -\
N KVBZ UX 1.0
0% 0.0
Mar-10 Jun-10 Sep-10 Dec-10 Mar-11 Mar-10 May-10 Jul-10 Sep-10 Nov-10 Jan-11
Source: UX

Financial statements, UAS

Income statement summary, USD min

Net Revenues
Change y-o-y
Cost Of Sales
Gross Profit

Other Operating Income/Costs. net

SG&A

EBITDA

EBITDA margin. %
Depreciation
EBIT

EBIT margin. %
Interest Expense
Financial income
Other income/(expense)
PBT

Tax

Net Income

Net Margin. %

Balance sheet summary, USD min

Current Assets

Cash & Equivalents
Trade Receivables
Inventories

Other current assets
Fixed Assets

PP&E, net

Other Fixed Assets
Total Assets

Shareholders' Equity
Share Capital

Reserves and Other
Current Liabilities

ST Interest Bearing Debt
Trade Payables

Accrued Wages

Accrued Taxes

Other Current Liabilities
LT Liabilities

LT Interest Bearing Debt
Other LT

Total Liabilities & Equity

2008
617
N/M
(471)
146
(18)
(16)
113
18.3%
(6)
107
17.4%
(1)

1

3)
104
(28)
75.9
12.3%

2008
149
7

46
74
22
48
39

9
197

154
11
143

Railcar Manufacturers Update March 11, 2011

2009
182
-70.5%
(158)

(10)
18
10.0%
(4)

14
7.7%
2

(1)
12
(3)
9.2
5.0%

2009
144

26
66
44
52
38
14
196

151

139
46

oOrRr N

2010E
585
221.4%
(492)
94

(15)
(20)

58
10.0%
(5)

54
9.2%
(2)

52
(13)
39.1
6.7%

2010E
167

12
74
76
59
42
17
226

226

2011E
695
18.7%
(525)
170
(17)
(24)
128
18.5%
(5)
123
17.8%
(2)

121
(29)
92.8
13.4%

2011E
183

14
79
83
63
45
18
246

193

182

2012E
686
-1.2%
(517)
169
(17)
(24)
127
18.6%
(5)
122
17.8%
(1)

121
(25)
95.3
13.9%

2012E
174

14
78
75
64
46
17
237

2013E
721
5.0%
(562)
159
(18)
(25)
115
16.0%
(6)
110
15.2%
(1)

109
(21)
88.1
12.2%

2013E
178

14
84
72
65
47
18
243

193

182

243

2014E
701
-2.7%
(562)
139
(18)
(25)
97
13.8%
(6)

91
13.0%
(1)

20
(14)
75.7
10.8%

2014E
175

14
84
70
65
47
17
240

197

240

2015E
739
5.5%
(591)
149
(18)
(26)
105
14.1%
(6)

08
13.3%
(0)

98
(16)
82.2
11.1%

2015E
185

15
89
74
65
47
18
250

205

11
194
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Kryukiv Wagon: DCF valuation

We base our valuation on DCF. In its key freight railcar segment, we conservatively
assume no further growth in railcar prices in 2011 (2.5% CAGR afterward) and a 6%
decline in output in order to account for the risk of demand deceleration.

Cargo segment assumptions 2010 2011E 2012E
Avg cargo railcar price, 000 USD 56 70 72
Cargo railcar output 9,079 8,500 8,000
Revenue from cargo segment, USD m 507.8 592.0 573.9

2013E  2014E

74 76
8,000 7,200
591.2  548.0

2015E

78
7,200
559.0

2016E

79
7,200
570.1

Demand for passenger railcars remains a function of Ukrzaliznytsya’s investment
program; with no clarity, we assume here moderate order flow recovery to 150 units
per year in 2016. High fleet depletion and Kryukiv's annual capacity of 200 passenger

railcars are an upside risk for this segment.

Passenger segment assumptions 2010
Avg passenger railcar price, 000 USD 725
Passenger railcar output 38
Revenue from passenger segment, USD m 27.6

2011E 2012E 2013E 2014E 2015E
819 844 869 895 913
50 60 75 100 125
40.9 50.6 65.2 89.5 114.1

We assume the status-quo in the subway segment — order flow of 25 cars p.a.

Subway segment assumptions 2010
Avg subway railcar price, 000 USD 550
Subway railcar output 20
Revenue from subway segment, USD m 11.0

2011E 2012E 201

621 640 659 679
25 25 25 25
15.5 16.0 16.5 17.0

3E 2014E 2015E

692
25
17.3

2016E
931
150
139.7

2016E
706
25
17.7

In terms of spare parts, we model it fixed at 6.6% of revenue, based on 2008 figures.

Spare parts 2010 2011E
Revenue from spare parts, USD m 38.9 46.1
Total revenue, USD min 585 695
Spare parts as % of total revenue 6.6% 6.6%

During high-demand in 2011-14, we assume strong margins and then normalize

them down by 3 pp in the long-term.

Gross margin 2010 2011E
Cargo railcars 15% 24%
Passenger wagons 30% 30%
Subway wagons 30% 30%
Spare parts 15% 24%

2012E
45.6
686
6.6%

2012E
24%
30%
30%
24%

2013E
47.9
721
6.6%

2013E
21%
30%
30%
21%

2014E
46.6
701
6.6%

2014E
18%
30%
30%
18%

2015E
49.1
739
6.6%

2015E
18%
30%
30%
18%

2016E
51.8
779
6.6%

2016E
18%
30%
30%
18%

Railcar Manufacturers Update March 11, 2011

DCF output, UAH mln

2010E 2011E 2012E 2013E 2014E
EBITDA 468 1,015 1,007 912 766
EBIT 430 974 964 867 718
Tax Rate 25% 24% 21% 19% 16%
Taxed EBIT 322 745 762 702 603
Plus D&A 38 40 43 45 47
Less CapEx (50) (50) (50) (50) (50)
Less Ain OWC (249) (56) 68 (14) 11
FCFF - 680 823 683 611
WACC 13% 13% 14% 15% 15%
Sum of DCF's 3,266
Terminal Value
Discounted TV 2,054
Firm Value 5,321
Less Net Debt

(44)

Equity Value 5,277
Perpetuity Growth Rate 2.0%

Sensitivity tables
Perpetuity Growth Rate
WACC WACC
1.0% 1.5% 2.0% 2.5% 3.0%

-3.0% 6.5 6.7 6.8 6.9 71 -3.0%
-2.0% 6.2 3.8 3.8 3.8 3.8 -2.0%
-1.0% 5.9 6.0 6.1 6.3 6.4 -1.0%
+0.0% 5.6 5.7 5.8 5.9 6.1 +0.0%
+1.0% 5.4 5.4 5.5 5.7 58 +1.0%
+2.0% 5.1 5.2 53 5.4 55 +2.0%
+3.0% 4.9 5.0 5.0 5.1 52 +3.0%
WACC decomposition
2010E 2011E 2012E 2013E 2014E
Debt-to-Equity 006 007 003 004 0.2

Avg. Interest Rate 19.0% 17.0% 16.0% 14.0% 14.0%
Ukr Eurobonds YTM 5.0% 50% 6.0% 7.0% 7.0%

Equity premium 6.0% 6.0% 6.0% 6.0% 6.0%
Comp.-specif. prem 20% 2.0% 20% 2.0% 2.0%
Cost Of Equity 13.0% 13.0% 14.0% 15.0% 15.0%
WACC 13.1% 13.0% 14.0% 14.8% 15.0%

2015E
826
776
16%
652
50
(50)
(53)
598
15%

2016E
888
836
16%
702
52
(54)
(55)
645
15%

2017E
906
851
16%
715
55
(55)
(22)
692
15%

Portion due to TV

2018E
924
866
16%
727
58
(65)
(23)
697
15%

Implied exit EBITDA Multiple

5.0x

6.0
5.7
5.4
5.2
4.9
4.7
4.5

2015E
0.01
14.0%
7.0%
6.0%
2.0%
15.0%
15.0%

Exit Multiple (EBITDA)

6.0x

6.4
6.1
5.8
5.5
5.2
5.0
4.8

2016E
0.03
14.0%
7.0%
6.0%
2.0%
15.0%
14.9%

7.0 x

6.8
6.4
6.1
5.8
5.5
5.3
5.0

2017E
0.02
13.0%
7.0%
6.0%
2.0%
15.0%
14.9%

8.0x

7.2
6.8
6.5
6.1
5.8
5.6
5.3

2018E
0.02
13.0%
7.0%
6.0%
2.0%
15.0%
14.9%

2019E
942
881
16%
740
61
(65)
(23)
713
15%

6,661

38.6%

7.0x

9.0 x

7.6
7.2
6.8
6.5
6.1
5.8
5.6

2019E
0.02
13.0%
7.0%
6.0%
2.0%
15.0%
14.9%
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Stakhaniv Wagon SVGZ UK

Investment Case

Produced a historic high of 7,084 cargo railcars
in 2010, management targets 9,000 in 2011
Management targets revenue of USD 500 min
in 2011, growth of 30% y-o0-y

Focus on gondolas allows for higher than
nominal capacity utilization and personnel cost
minimalization

Plans to increase production capacities to 12
ths railcars per year until 2012

Most liquid railcar manufacturer with monthly
trading volumes of USD 4.5 min over last year

12M target (USD):
Upside:

Bloomberg
Reuters

Recommendation
Price (10 Mar 11), USD
No of shares, min
Market Cap, USD min

52-week performance
52-week range, USD
ADT, 12M, USD mIn

Free float, %
Free float, USD min

1.61
38%

SVGZ UK
SVGZ=UA

BUY
1.17
226.4
264.0

117%
0.54/1.45
0.23

8.0%
21.1

Overview: Specializes in the production of freight railcars (gondolas, hoppers,
platforms and dumpcars). Production capacity: 8 ths freight railcars p.a. Export 70-
95% of its output to Russia, Kazakhstan and the Baltics.

Key multiples

Price MCap

USD  USD min

Stakhaniv Wagon 1.17 265
Global peers harmonic mean 0.96

Stock performance, USD, 12M

300% 10.0
250% 8.0
SVGzZ Ux

200%
6.0

150%
M 4.0

100%
50% 2.0
0% 0.0

Mar-10 Jun-10 Sep-10 Dec-10 Mar-11

Source: UX

EV/Sales
2010E
0.60

EV/EBITDA P/E
2011F 2010E 2011F 2010E2011E
0.44 4.8 80 438
0.80 9.4 18.1 15.3

Monthly trading volumes, USD min

Mar-10 May-10 Jul-10 Sep-10 Nov-10 Jan-11
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Financial statements, UAS

Income statement summary, USD min

2008 2009
Net Revenues 336 59
Change y-o-y N/M  -82.5%
Cost Of Sales (277) (51)
Gross Profit 59 8
Other Operating Income/Costs. net (7) 4
SG&A (24) (6)
EBITDA 28 6
EBITDA margin. % 8.4% 9.4%
Depreciation (3) (3)
EBIT 25 3
EBIT margin. % 7.4% 4.8%
Interest Expense 9) (11)
Financial income - 1
Other income/(expense) 2 (0)
PBT 18 7)
Tax - -
Net Income 18.1 (7.2)
Net Margin. % 5.4% -12.3%
Balance sheet summary, USD min

2008 2009
Current Assets 114 136
Cash & Equivalents 2 60
Trade Receivables 5 2
Inventories 20 13
Other current assets 87 60
Fixed Assets 30 31
PP&E, net 28 26
Other Fixed Assets 3 5
Total Assets 145 167
Shareholders' Equity 37 48
Share Capital 10 31
Reserves and Other 27 18
Current Liabilities 108 69
ST Interest Bearing Debt 58 11
Trade Payables 7 4
Accrued Wages 0 1
Accrued Taxes 0 0
Other Current Liabilities 42 53
LT Liabilities - 50
LT Interest Bearing Debt - 50
Other LT - -
Total Liabilities & Equity 145 167

2010E

549.8%
(316)
65
9.7
(27)
48
12.6%
(3)

a5
11.7%
(9)

(11)
33.2
8.7%

72
31
41
251
22
38

190
38
38

361

2011E
524
37.6%
(409)
115

(37)
79
15.0%
(4)

75
14.3%
(6)

72
(17)
55.3
10.6%

2011E
294

21
37
183
43
37

337

86
31
55
251

2012E
540
3.0%
(421)
119

(38)
81
15.0%
(5)

76
14.1%
(1)

75
(16)
59.1
10.9%

2012E
232
22

22

38
151
51

47

283

80
31
49
204

2013E
556
3.0%
(445)
111
(39)
72
13.0%
(6)

66
12.0%
(0)

66
(13)
53.7
9.7%

2013E
235

22
40
150
58
53

293
85
31

54
208

293

2014E
496
-10.7%
(412)
84

(35)
50
10.0%
(6)

43
8.7%
(0)

43
@)
36

7.3%

2014E
207

20
37
129
58
56

265

265

2015E
506
2.0%
(420)
86

(35)
51
10.0%
7)

8.7%
(0)

7)
37
7.2%

2015E
205
20

20

38
127
58

56

263
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Stakhaniv Wagon: DCF valuation

We base our valuation on DCF. As with Kryukiv Wagon, we model no further growth
in railcar prices in 2011 and a 2.5% CAGR afterward. We note that Stakhaniv Wagon
in 2010 recorded 5% less revenue per car than it reported on its price list, and we
account for this discount in our model. In output, we assume 6% growth in 2011, flat
growth in 2012-13 and a stabilization in output at 6.5 ths railcars afterward; we do
not account for announced capacity additions because the project has not entered
the construction stage.

Cargo segment assumptions 2010 2011E 2012E 2013E 2014E 2015E 2016E
Avg cargo railcar price, 000 USD 50 65 67 69 71 72 74
Cargo railcar output 7,084 7,500 7,500 7,500 6,500 6,500 6,500
Revenue from cargo segment, USD m 3543 4875 502.1 517.2 461.7 4709 480.3

In terms of spare parts, we model it fixed at 7% of revenue, based on 2008 figures.

Spare parts 2010 2011E 2012E 2013E 2014E 2015E 2016E
Revenue from spare parts, USD m 26.7 36.7 37.8 38.9 34.7 354 36.2
Total revenue, USD min 381 524 540 556 496 506 516
Spare parts as % of total revenue 7.0% 7.0% 7.0% 7.0% 7.0% 7.0% 7.0%
During high-demand in 2011-14, we assume strong margins and then normalize
them down by 3 pp in the long-term.
Gross margin 2010 2011E 2012E 2013E 2014E 2015E 2016E
Cargo wagons 17% 22% 22% 20% 17% 17% 17%
Spare parts 17% 22% 22% 20% 17% 17% 17%
WACC decomposition

2010E 2011E 2012E 2013E 2014E 2015E 2016E 2017E 2018E 2019E
Debt-to-Equity 0.82 0.20 0.01 0.03 0.00 0.04 0.10 0.16 0.26 0.34
Avg. Interest Rate 15.5% 15.5% 15.5% 15.0% 0.0% 13.5% 12.5% 11.5% 10.5% 10.5%
Ukr Eurobonds YTM 50% 50% 6.0% 70% 70% 7.0% 70% 7.0% 7.0% 7.0%
Equity premium 6.0% 6.0% 6.0% 60% 60% 60% 60% 6.0% 60% 6.0%
Comp.-specif. prem 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 0.0%
Cost Of Equity 12.0% 12.0% 13.0% 14.0% 14.0% 14.0% 14.0% 14.0% 14.0% 13.0%
WACC 11.8% 12.0% 13.0% 13.9% 14.0% 13.9% 13.7% 13.4% 12.9% 11.9%

DCF output, UAH mln

2010E 2011E 2012E
EBITDA 378 621 640
EBIT 353 591 601
Tax Rate 25% 24% 21%
Taxed EBIT 265 452 475
Plus D&A 25 30 39
Less CapEx (50) (100) (100)
Less A in OWC 131 (50) (2)
FCFF - 332 412
WACC 12% 12% 13%
Sum of DCF's 1,671
Terminal Value
Discounted TV 937
Firm Value 2,608
Less Net Debt 290
Equity Value 2,898
Perpetuity Growth Rate 2.0%

Sensitivity tables
Perpetuity Growth Rate

WACC

1.0% 1.5% 2.0% 2.5%
-3.0% 1.81 1.84 1.87 1.90
-2.0% 1.72 1.17 1.17 1.17
-1.0% 1.64 1.67 1.70 1.73
+0.0% 1.57 1.60 1.62 1.65
+1.0% 1.51 1.53 1.55 1.58
+2.0% 1.44 1.46 1.48 1.51
+3.0% 1.38 1.40 1.42 1.44
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2013E
571
525
19%
425
46
(100)
1

372
14%

3.0%

1.94
1.17
1.76
1.68
1.60
1.53
1.47

2014€
392
342
16%
287
50
(50)
10
297
14%

2015E
400
346
16%
291
54
(55)
(1)
289
14%

2016E
408
351
16%
294
57
(60)
(1)
291
14%

Portion due to TV

2017E
416
355
16%
298
61
(60)
(1)
298
13%

2018E
425
359
16%
302
65
(65)
(1)
301
13%

Implied exit EBITDA Multiple

WACC

-3.0%
-2.0%
-1.0%
+0.0%
+1.0%
+2.0%
+3.0%

4.5x

1.66
1.59
1.52
1.46
1.40
1.35
1.30

Exit Multiple (EBITDA)

5.5x

1.77
1.68
1.61
1.54
1.48
1.42
1.36

6.5x

1.87
1.78
1.70
1.62
1.55
1.48
1.42

7.5x

1.97
1.87
1.78
1.70
1.62
1.55
1.49

2019€E
433
363
16%
305
70
(70)
1
304
12%

2,818

35.9%

6.5x

8.5x

2.07
1.97
1.87
1.78
1.70
1.62
1.55
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Appendices Investment ratings

o A The time horizon for target prices in Concorde Capital's research is 12 months unless otherwise stated. Concorde Capital

Analyst Certlflcat]on 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

I, Yegor Samusenko, hereby certify that the views expressed in this research report accurately reflect my magnitude of upside, they are not derived on this basis alone. In certain cases, an analyst may have reasons to establish a
personal views about the subject securities and issuers. | also certify that no part of my compensation recommendation where the associated range given above does not correspond. Temporary discrepancies between an
was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this 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.

research report.

Page 10



/ CONCORDE Railcar Manufacturers Update March 11, 2011

Contacts FTCl & ‘
VOTE NOW .

CONCORDE CAPITAL

2 Mechnikova Street, 16th Floor
Parus Business Centre RESEARCH
Kyiv 01601, Ukraine

Tel.: +380 44 391 5577

Fax: +380 44 391 5571
www.concorde.ua
Bloomberg: TYPE CONR <GO>

Director of Research
Andriy Gerus ga@concorde.com.ua

Utilities, Machinery

Yegor Samusenko syg@concorde.com.ua
CEO . Metals & Mining, Oil & Gas
Igor Mazepa im@concorde.com.ua Andriy Gerus ga@concorde.com.ua
Economics, Financial services
SALES Mykyta Mykhaylychenko, CFA mms@concorde.com.ua
International Sales & Trading Fixed income
Anastasiya Nazarenko an@concorde.com.ua Andriy Gerus ga@concorde.com.ua
Marina Martirosyan mm@concorde.com.ua Mykyta Mykhaylychenko, CFA mms@concorde.com.ua
Rostyslav Shmanenko rs@concorde.com.ua
Dasha Vasilieva vd@concorde.com.ua Politics
. . Brad Wells bw@concorde.com.ua
Domestic Sales & Trading
Alisa Tykhomirova at@concorde.com.ua Editor
Brad Wells bw@concorde.com.ua
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.

©2011 CONCORDE CAPITAL

Page 11


http://www.extelsurveys.com/

