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USD-indexed Sovereign Bonds
We see at least 100-200 bps premium to Eurobonds

Ukraine’s Finance Ministry plans to offer USD-indexed local sovereign bonds
for the first time today at its weekly primary bond auction. According to a
ministry announcement, three series of index bonds will be offered, with 3Y,
5Y and 10Y maturities and a volume of UAH 5.0 bin for each series. Par value
at maturity is indexed to the previous month’s average interbank USD/UAH
exchange rate. In the event of USD depreciation versus the UAH, the bonds
would be redeemed at nominal face value. Coupon payments are to be
paid semi-annually.

Our view: We think the new instruments could be interesting in light of
increased devaluation expectations, but market capacity is considerably
restrained by the lack of UAH liquidity due to monetary tightening. Local
banks are a potential consumer of these bonds as an instrument for
regulating their currency position.

We do not expect considerable demand from non-residents given increased
external market anxiety, recent growth in Ukraine’s CDS (now at ~900 bps)
and that the bonds are not fully hedged against FX risk.

We believe the new index bonds should trade at least at a 100-200 bps
premium over Sovereign Eurobonds given (1) decreased liquidity on the local
Ukrainian market, (2) the bonds’ par value is still partially exposed to FX risk,
and (3) the coupon payment is not hedged against FX risk at all.

USD-indexed bonds primary placement profile

3Y series 5Y series 10Y series
Auction date 04.10.11 04.10.11 04.10.11
Days in circulation 1085 1820 3633
Bonds amount (UAH mln) 5000 5000 5 000
Maturity date 24.09.14 28.09.16 15.09.21
Coupon payments day 28.03.12 04.04.12 28.03.12
26.09.12 03.10.12 26.09.12
27.03.13 03.04.13 27.03.13
25.09.14 02.10.13 25.09.13
24.09.14 02.04.14* 26.03.14*

*Every 6 months thereafter
Source: Ministry of Finance
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Appendices

Analyst certification

I, Svetlana Rekrut, hereby certify that the views expressed in this research report accurately
reflect my personal views about the subject securities and issuers. | also certify that no part of my
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this research report.
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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
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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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