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Order Driven Market to increase liquidity

March 16, 2010 Current price™: UAH 8.4 BUY
12M target price: UAH 12.0

Andriy Gerus

ga@concorde.com.ua Komsomolets Donbasa began trading on the UX’s order-driven
+380 44 391 5577 market Friday, making it available for Internet trading. This move T
should improve the stock’s liquidity and trigger its price growth. i
Given the mine’s strong financials in 2009 and favorable business >
outlook in 2010, we recommend BUY. N
Tickers
Bloomberg SHKD UK i I
4Q09 EBITDA rose 36% qoq, EBITDA margin by 8 pp to 40%o
Komsomolets Donbasa’s 2009 financials became available on Friday: although Z
Market information” it took a USD 8.9 min loss last year (vs. USD 8.7 min in profit in 2008), the O
Market price, UAH 8.4 company turned things around in 4Q09. The coal mine recorded a USD 0.9 min —
MCap, UAH min 2,813 net profit in 4Q09 and its EBITDA rose 36.4% qoq in 4Q09 to USD 15.4 min. m
52Wk Hi/Lo, UAH 9.00/3.00
No of shares, min 335
Free float 4.5% USD min 3009 4Q09 Chg, yoy 2008 2009 Chg, yoy
Free float, UAH min 126.6 Net revenue 354 389  10.1% 2087  139,9  -33,0%
’ EBITDA 11.3 15.4 36.4% 73,4 42,0 -42,8%
Margin, % 32.0% 39.6% 7.7 pp 35.2%  30.0% -5.2 pp
Shareholders Net prc_)fit -0.1 0,9 - 8,7 -8,9 -
DTEK 95.5% margin, % -0.3% 2.3% 2.6 pp 4.2% -6.4% 10.6 pp
Others 4.5%

We forecast the company to increase sales by 25% in 2010 to USD 174.5 min,
EBITDA to grow by 2x to USD 83.3 min.

Our target price implies 43%6 upside. BUY.

Also on Friday, Komsomolets Donbasa was added to the Ukrainian Exchange’s
order-driven market. This move should improve the stock’s liquidity and trigger
its price growth. The company’s turnaround in 4Q09 is another catalyst.
Komsomolets Donbasa is trading at a 26% discount on EV/EBITDA'10 to its
peers. For investors ready to look at undervalued, less liquid stocks, we
recommend BUY on SHKD, with the target price of UAH 12.0, upside of 43%.
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Peer valuation

MCap
! EV/S EV/EBITDA
USD min

2009 2010E 2011E 2009 2010E 2011E
Komsomolets Donbasa Coal Mine 351.6 0.8 2.2 1.6 1.8 5.2 3.7
Developed Market Peers 2009 2010E 2011E 2009 2010E 2011E
Peabody Energy Corp 12,961 2.5 2.1 1.7 11.8 8.6 6.3
Consol Energy Inc 9,737 2.4 2.1 1.8 8.4 7.3 5.6
Alpha Natural Resources Inc 6,068 2.3 1.6 1.3 11.2 6.4 4.7
Massey Energy Co 4,292 1.9 1.6 1.3 10.5 7.1 4.8
Arch Coal Inc 4,174 2.1 1.9 1.5 11.9 8.6 6.2
Macarthur Coal Ltd 2,763 4.3 4.5 3.1 11.6 13.9 7.2
Centennial Coal Company Ltd 1,427 2.2 2.2 1.8 8.9 9.3 5.5
Gloucester Coal Ltd 735 2.8 3.5 2.5 6.1 11.6 6.4
Average 2.3 2.1 1.8 10.8 8.6 5.9
Emerging Market Peers 2009 2010E 2011E 2009 2010E 2011E
China Shenhua Energy Co 84,955 4.9 4.1 3.6 9.9 8.2 7.1
China Coal Energy Co 22,386 2.6 2.1 1.8 9.9 7.5 6.0
Peabody Energy Corp 12,960 2.1 1.7 1.4 8.6 6.3 5.0
Yanzhou Coal Mining Co 12,882 4.0 3.1 2.6 11.2 7.9 6.6
Shanxi Xishan Coal & Elec 11,870 6.7 4.5 3.8 17.9 12.1 10.1
Bumi resources tbk pt 5,334 2.2 2.0 1.6 6.5 5.9 4.4
Shanxi Guoyang New Energy 5,139 1.9 1.7 1.5 10.5 8.7 7.9
Banpu Public Co Ltd 4,861 2.8 2.2 2.0 9.3 7.0 6.5
Tambang Batubara Bukit Asam 4,026 3.4 2.7 2.4 8.7 6.3 6.0
Shanxi Lanhua Sci-Tech 3,231 4.2 3.6 3.3 11.4 10.0 8.8
Shanghai Datun Energy 2,256 2.3 2.0 1.6 8.4 7.0 6.8
Straits Asia Resources Ltd 1,696 2.7 1.8 1.3 8.4 4.8 3.1
Southern Kuzbass Coal Co-Brd 1,444 2.9 2.3 2.0 11.7 6.5 5.4
Semirara Mining Corp 361 1.3 1.4 1.4 6.8 5.2 4.6
Average 2.7 2.2 1.9 9.6 7.0 6.3

SHKD price
Implied by DM Peers avg, USD/share 0.69 0.87 0.87 1.07 1.90 1.50
UAH/share 549 6.91 6.96 8.51 15.14 11.97
Upside/Downside to DM avg -34% -18% -17% 204 81% 43%

SHKD price
Implied by EM Peers avg, USD/share 0.84 0.90 0.95 0.91 1.50 1.62
UAH/share 6.72 7.15 7.57 7.24 11.98 12.92
Upside/Downside to EM avg -20% -15% -10% -14% 43% 54%

Source: Company data; Bloomberg, Concorde Capital estimates
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Quarterly financials, Ukrainian Accounting Standards

Quarterly sales and EBITDA, UAH, min. Quarterly net profit (loss), UAH, min.
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Source: Company data; Bloomberg, Concorde Capital estimates
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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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