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Security
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ISIN XS0303241615
Price (10 Mar 2010, mid) 84.00
YTM (10 Mar 2010, mid) 86.47%
Maturity date Jun. 14, 2010
Type Bullet
Amount USD 125 min
Coupon 10.125%
Frequency Semiannual
Restructuring offer

Maturity date Jun. 14, 2014
Cash upfront 10%
Amount USD 112.5 min
Coupon 10.5%
Frequency Quarterly

Bond prices, % of par, mid-market

20

o

Mar-09 Apr-09 Jun-09 Aug-09 Oct-09 Nov-09 Jan-10 Mar-10

Source: Bloomberg

March 11, 2010

VAB Bank offered holders of its USD 125 mIn Eurobonds to extend
the maturity out 4-years, pay 10% cash upfront payment and
increase the coupon to 10.5% from 10.125%. Given changes in
VAB’s ownership, smaller debt burden than its peers, we believe its
spread of —8.2 pp over the sovereign yield curve has the potential
to narrow 1-1.5 pp in the nearest months.

VAB offers 10%b cash sweep, 4-year extension

Last Friday VAB Bank offered holders of its USD 125 min Notes due on June
14, 2010 to extend the maturity out four years, pay 10% cash upfront (to
investors who support the deal before March 19) and increase the coupon from
10.125% (semiannual) to 10.5% (quarterly). We expect the offer to be
approved by noteholders at a March 22 meeting (the consent of 75% of the
votes cast is required for this).

These terms are somewhat more favorable than those offered by FUIB and
Finance and Credit (F&C) banks in December: they offered smaller cash
sweeps (8% and 5%, respectively), but comparable prolongation periods (5
and 4 years) and coupon increases (to 11% and 10.5%). VAB'’s offer also
looks reasonable given improved risk perception since end-2009: Ukraine’s
CDS dropped from above 1,200 bps to below 800 bps as of March 10.

Owners’ support, deposits inflow may extend for 2010

VAB’s major shareholder, Netherlands-based private equity fund Kardan N.V.,
announced in January it would increase its stake to 98% by buying out local
shareholder Sergey Maksimov’s 35% stake for EUR 24 miIn in 2010. We expect
Kardan to continue developing VAB and for full ownership to give it more
flexibility.

Last year VAB increased its charter fund by UAH 150 bin (USD 18.8 bin, 38%),
and attracted a UAH 350 bin (USD 43.6 bin) tier-1l capital subordinated loan.
VAB’s CAR rose from 12% as of end-2008 to 18.5% as of end-2009.

In January, VAB'’s retail deposits increased by 1.9% vs. the system average of
+0.2%, continuing the trend from 4Q09, when its retail deposits rose 14.4%,
vs. the system average of +4.5%.

Debt burden smaller compared to peers

As of end-2009, VAB’s outstanding debt securities, interbank borrowing (incl.
from the NBU) and other liabilities constituted 40% of its assets, smaller than
FUIB (49%) and F&C (52%). Furthermore, in December, VAB rolled over UAH
1 bin (USD 125 bin) in loans from the NBU for another year.

Debt burden of banks, 2009E VAB FUIB F&C
Debt burden (% of Assets)” 40% 49% 52%
Incl. loans from NBU (% of Assets) 15% 12% 26%
Cash (% of Assets) 10% 15% 8%
USD min 84 306 194

CAR (NBU rules) 18.51%
*(Due to banks+Due to NBU+Debt securities issued+Other liabilities)/Assets

19.05% 12.32%

VAB'’s restructured Eurobonds YTM of 16.4%b6 could decline further
VAB’s Eurobonds price of 84.75% of par implies a YTM of ~16.4%
(semiannual) for the restructured Notes, a —~8.2 pp spread over the sovereign
yield curve (vs. FUIB’s spread of 5.8 pp). Given the changes in VAB’s
ownership, smaller debt burden than its peers, we believe its spread has the
potential to narrow 1-1.5 pp in the nearest months.

Recent Ukrainian bank Eurobond restructurings

Company Restructuring Prolongation Cash upfront  New coupon rate,  Sinkability of new Additional
Initiation (years) payment change from bonds
Alfa-Bank July 3 15%-27% 13% (quarterly), Principal repayment n/a
2009 from 12% (s.a.) starting second year
FUIB December 5 8% 11% (quarterly), None Owners pledged to up share
2009 from 9.75% (s.a.) capital and extend NBU loans
Finance December 4 5% 10.5% (s.a.), from None n/a
& Credit 2009 10.375% (s.a.)
VAB Bank March 4 10% 10.5% (quarterly), None n/a
2010 from 10.125% (s.a.)
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Ukraine Eurobond yield map, as of March 10, 2010
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Source: Bloomberg, Concorde Capital
Financial statements, IFRS
Balance sheet summary, USD min

2007 2008 2009E
Cash & Equivalents 199 88 84
Due from Banks 1 2 2
Loans 911 808 765
Less Provisions (18) (50) (104)
Other Assets 117 80 106
Total Assets 1,211 928 853
Due To Banks 174 162 208
Clients’ Deposits 738 503 377
Debt Securities Issued 153 133 125
Other Liabilities 2 7 8
Subordinated Debt 20 20 65
Total Liabilities 1,088 825 783
Share Capital 128 109 134
Retained Earnings 4 28 (15)
Other Equity @ (34) (49)
Total Equity 123 103 70
Total Liabilities & Equity 1,211 928 853
Income statement summary, USD min

2007 2008 2009E
Net Interest Income 37.0 76.6 65.1
Provisions Change (4.8) (50.2) (54.3)
NI11 After Provisions 32.3 26.3 10.8
Net Fees Income 15.9 19.5 14.0
SG&A (59.8) (82.7) (66.2)
Other Income/(Expense) 14.3 24.0 5.0
EBT 2.7 (12.9) (36.4)
Taxes (0.9) 1.3 0.0
Net Income 1.8 (11.5) (36.4)
Selected Ratios

2007 2008 2009E
Loans loss provisions/Total loans 2.0% 6.1% 13.6%
Loans/Deposits 124% 161% 203%
Interest Rate Margin 8.9% 8.3%
Cost/Income 86.1% 83.6%
Cost/Avg Assets 7.5% 6.8%
Pre-provision ROA 3.5% 1.9%
ROA -1.1% -4.1%
RoE -10.2% -42.0%

Source: VAB Bank, NBU, Concorde Capital calculations
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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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