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Pick processors in turbulence
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• Ukrainian agri stocks fell by 12%-30% in the last two weeks, 
generally in line with the WIG-20 and UX

• From a 52-week perspective, Ukrainian agri stocks have fallen 
more that S&P and WIG-20, but in line with UX as investors 
have been moving funds out of frontier markets

While we think that all Ukrainian agri names will slide further 
should the global bearish trend continue, we note that 
processors should perform better than farmers. For those 
willing to keep exposure to Ukrainian agri and believing the 
bottom is close, we recommend in risk-ascending order:

• Liquid Warsaw-listed names: Kernel and Astarta, though we 
deem latter relatively expensive 

• Processors, whose margins are safer if soft commodities 
collapse: we like MHP, Milkiland and Ovostar

• In  the farming universe, focus on efficiency more than 
landbank growth: Landkom, Sintal Agriculture, MCB Agricole; 
though exposure to farming through processors is more 
favorable in current circumstances, in our view

Soft commodities still high

Fall from last month’s high

Prices as of  close on 11 August 2011. Source: Bloomberg

Source: Bloomberg
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Remember 2008-09
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• Foreign-listed agri stocks fell by 73%-95% in 2008-09 from 
their highs in 2007-08; the UX dropped by 85% and WIG-20 
by 62%

• The market punished farming stocks more than processors. In 
our view, their lower liquidity was more of a concern than 
their higher business risk

• London-listed MHP was punished more than Warsaw-listed 
Kernel and Astarta, without a clear fundamental reason

Current price divided by bottom in 2008-09

2008-09 fall from 2007-08 highs

Source: Company data, Concorde Capital projections

Prices as of close on 11 August 2011. Source: Bloomberg, Concorde Capital projections

• Processing stocks rebounded 4.5-8.3x from their lows in 
2008-09 to current levels, outperforming the UX and their 
own pre-crisis highs

• For farmers , whose value was more rooted in growth 
opportunities, the rebounds were smaller (1.2x-3.2x)
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Processing

Farming

Growth Value
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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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