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New Europe markets 

Index Level 1 day 1 mo. YTD 12 mo. 

Ukraine 
UX 1738.4 -5.1% -24.1% -28.9% -24.1% 

Russia 
RTS 1584.2 -4.8% -16.8% -10.5% 8.6% 

Poland 
WIG20 2248.5 -5.8% -16.0% -22.9% -9.3% 

Czech PX 1005.8 -1.6% -15.2% -17.9% -15.1% 

MXME 209.7 -5.3% -16.4% -11.7% 3.4% 

Most traded stocks 

Stock 
Volume    
UAH m 

Close 
price 

Change   
d-o-d 

Motor Sich 13.920 2315 -5.9% 

Alchevsk Steel 13.713 0.133 -8.0% 

Centrenergo 11.332  9.749 -4.7% 

Azovstal 7.807 1.594 -6.2% 

Avdiyivka Coke 5.239 7.550 -6.2% 

Ukrainian indexes under influence 
Once again the Ukrainian indexes were slammed by poor showing of their global peers 
and stats from the U.S. The UX index dropped 5.06%, the PFTS index - 4.05%. Trading 
volumes were low on both bourses. The biggest losers on the UX were railcar maker 
Stakhanov Carriage (SVGZ, Buy, -10.98%), steel giant Alchevsk Steel (ALMK, Sell,         
-8.02%), GenCo Donbasenergo (DOEN, Buy, -6.37%), iron ore producer Northern GOK 
(SGOK, Buy, -6.31%), and coke producer Avdiyivka Coke (AVDK, u/r, -6.21%). With the 
U.S. and Asia down over night and a weekend ahead, we expect the Ukrainian indexes 
to continue descending on low volumes. 
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Regional indices: Ukraine, Russia, East Europe 

▪ XXI Century Investments alert note—BUY 
(August 5) 

▪ Ferrexpo update—BUY (July 25) 

▪ Motor Sich update—BUY (July 14) 

▪ Myronivsky Hliboproduct update—BUY 
(July 11) 

▪ Ukraine Investment Strategy (June 29) 

▪ Railroad Machinery sector review (June 7) 

▪ Foyil Investment Summit review (May 26) 

▪ Khartsyzsk Pipe update—BUY (May 26) 

Latest Research 
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► MSICH continues powering Russian aircraft 

The Ukrainian maker of aviation engines Motor Sich (MSICH, Buy) signed an 
agreement with Russia’s Beriev Aircraft Company to produce twelve D-436TP 
engines for Be-200 amphibian airplanes, Aviation Explorer reported. The value 
of the contract has not been disclosed. Some other contracts announced at the 
Moscow Airshow will also benefit Motor Sich. In particular, UT-Air is signing a 
contract for 40 Mi-171 helicopters powered by MSICH’s TVZ-117 engine, and 
Volga-Dnepr Group is declaring intentions to invest up to USD 600m into 
modernization of An-124 cargo planes powered by MSICH’s D-18T engine. Our 
view: In our estimation, the contract with Beriev Aircraft Company will bring 
Motor Sich around USD 24m in sales revenue, which is only 3% of the 
company’s top line for 2012. The top estimate for 80 engines for Mi-171 
helicopters is USD 95m. As the general plan of the Russian Helicopters Holding 
for the next five years is already known, as the company is preparing for an IPO, 
the implications for MSICH have already been included in our model. We 
maintain our Buy rating for the stock, as we expect the company to weather the 
current turbulence on global markets well. 

Alex Nekrasa 

 

► Stakhanov Carriage claims VAT problems 

The management of Stakhanov Carriage (SVGZ, Buy), a large Ukrainian maker 
of freight railcars, reported in a press release that the government’s failure to 
compensate VAT in the amount of UAH 400m (USD 50m) has led to the 
shortage of working capital, which interferes with the company’s ability to do 
normal business. Our view: The problem is not new as earlier this year SVGZ 
reported delays in VAT reimbursement. In our view, the nature of the problem is 
political as the government is continuing to put pressure on businesses that 
have supported the former PM and current opposition leader Yulia 
Tymoshenko. Earlier this year the company reported visits from the state tax 
administration but no charges were pressed. We think that the company’s long-
term stability is not compromised by the current situation as VAT will be 
reimbursed. 

Alex Nekrasa  
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Stock performance MTD 
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Stock performance YTD 
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► MHP ends 2Q with USD 67m income 

One of the largest Ukrainian poultry producers, Myronivsky Hliboproduct (MHP 
LI, Buy), posted a net income of USD 67m for 2Q 2011, the company reported 
in its news release on LSE. For 1H 2011, the company’s revenues increased 
25% y/y to USD 527m, EBITDA improved by 19% y/y to USD 158m, and net 
income increased 16% y/y to USD 86m. Our view: The growth comes on the 
back of a 14% y/y increase in sales in natural terms and growth in poultry 
prices by 9% compared to 1Q and 2% y/y. These figures are in line with our 
expectations and we maintain our Buy rating for the stock. 

Alex Nekrasa 

 

► Telecommunications sector revenues increase 1.1% y/y 

The Ukrainian Statistical Agency informed that in January-July the overall 
revenues in the telecommunications sector were up 1.1% y/y to UAH 28.5bn. 
Revenues for the same period from fixed-line operations were UAH 4.65bn        
(-4.75% y/y), revenues from cell-phone services were UAH 17.44b (+0.1% y/y), 
and revenues from Internet services were UAH 2.44bn (+16.3% y/y). Our view: 
This is neutral for Ukrtelecom (UTLM, u/r). The released information does not 
show any change in the market trends we saw in 1H 2011. Revenues from 
fixed-line services are falling due to lack of competitive advantages over mobile 
services, while the mobile services market is highly saturated and competition 
among mobile operators is fierce, which keeps the rates for mobile services 
low. Internet service is a rapidly growing segment in UTLM’s operations in terms 
of revenues; however it cannot offset losses from fixed-line services.  

Alex Slashchin 

 

► State Property Fund allows Ukrtelecom to separate Utel 

Aleksandr Ryabchenko, the agency’s chairman, announced that Ukrtelecom 
(UTLM, u/r) was allowed to separate UTLM’s mobile division into a single legal 
entity; however, in case of selling this division, Ukrtelecom has to receive a new 
permission from the government agency. Our view: This is positive for 
Ukrtelecom (UTLM, u/r) because the process of UTLM’s restructuring keeps 
going, which will allow the company to receive the needed cash from the sale of 
its mobile division by the end of 2011. 

Alex Slashchin 
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Fixed IncomeFixed IncomeFixed Income   
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Macroeconomic indicatorsMacroeconomic indicatorsMacroeconomic indicators   
  2005 2006 2007 2008 2009 2010 2011e 

Domestic Production              
GDP Growth (real) % y-o-y 2.7 7.3 7.9 2.3 -14.8 4.2 4.8 
Nominal GDP (local bn) - current prices 441.5 544.2 720.7 948.1 913.4 1,094.6  1,311.3  
Nominal GDP (USD bn) - current prices 86.2 107.8 142.7 179.9 117.2 137.9 164.3 
GDP per capita (USD) 1,830.8 2,302.6 3,069.1 3,885.6 2,543.3 3,003.5 3,595.7 
Labor Market               
Population (m) 47.1 46.8 46.5 46.3 46.1 45.9 45.7 
Unemployment Rate (% of labor force) 7.2 6.8 6.4 6.4 8.8 8.1 7.8 
Average monthly wage (USD)  151.4 206.2 267.5 342.7 244.7 282.0 336.7 
Wages growth y-o-y (local) 36.7 29.2 29.7 33.7 5.5 20.0 20.0 
Economic Indicators               
Consumer Price Inflation (% annual chg) 10.3 11.6 16.6 22.3 12.3 9.1 11.9 
Producer Price Inflation (% annual chg) 16.7 14.2 23.3 23.0 14.3 18.7 20.9 
Industrial Production Growth (real) % y-o-y 3.1 6.2 7.6 (5.2) (21.9) 11.2 7.9 
Agricultural Production Growth (real) % y-o-y 0.1 2.5  -6.5 17.1  (1.8) -1.0 1.5 
Fiscal Information               
Budget Surplus/(deficit) (USD m) (1,523) (735) (1,207) (2,158) (4,420) (6,893) (5,751) 
as % of GDP (1.8) (0.7) (0.8) (1.2) (3.8) (5.0) (3.5) 
Budget Revenues (USD m) 26,211 34,010 43,552 56,517 35,041 42,736  50,940  
as % of GDP 31.6 31.6 30.5 31.4 29.9 31.0 31.0 
Budget Expenditures (USD m) 27,734 34,745 44,760 58,675 39,461 49,629  56,692  
as % of GDP 33.4 32.2 31.4 32.6 33.7 36.0 34.5 
Privatization Revenues (local bn) 20.7 0.5 2.0 0.5 0.8 2.1 16.0 
Monetary Data               
Exchange Rate (local/USD) - end of year 5.05  5.05  5.05  7.70  7.99  7.96  7.97  
Exchange Rate (local/USD) - avg. for year 5.12 5.05 5.05 5.27 7.79 7.94 7.98 
Foreign Currency Reserves (USD bn) e-o-p 19.4 22.4 32.5 31.5 26.5 34.6 41.8 
as % of GDP 22.5 20.8 22.8 17.5 22.6 25.1 25.4 
Money Supply (M3) bn local e-o-p 194.1 261.1 396.2 515.7 487.3 597.9 580.0 
Total Debt (local bn) e-o-p 78.1 80.5 88.7 189.4 316.9 432.2 490.0 
as % of GDP 18% 15% 12% 20% 35% 39% 37% 
Foreign Debt (local bn) e-o-p 59.0 63.9 69.9 142.7 135.9 181.8 222.9 
as % of GDP 13% 12% 10% 15% 15% 17% 17% 
Gross External Debt (USD bn) 39.6 54.5 80.0 101.6 103.4 117.3 1088.4 
as % of GDP 46% 51% 56% 56% 88% 85% 83% 
Balance of Payments               
Merchandise Trade Balance (USD bn) (1.2) (5.2) (10.6) (16.1) (4.3) (8.7) (16.8) 
as % of GDP (1.4) (4.8) (7.4) (8.9) (3.7) (6.3) (10.2) 
Exports of goods and services (USD bn) 35.0 38.9 49.8 67.7 40.4 52.2  68.4  
Imports of goods and services (USD bn) 36.2 44.1 60.4 83.8 44.7 60.9  85.2  
Current Account surplus/(deficit) (USD bn) 2.5 (1.6) (5.3) (12.8) (1.7) (2.9) (9.2) 
as % of GDP 2.9 (1.5) (3.7) (7.1) (1.4) (2.1) (5.6) 
Capital Account Balance (USD bn) 8.00  3.70  15.8  9.7  (11.9) 7.70  7.20  
Foreign Direct Investment (USD m) 7,533 5,737 9,218 9,903 4,654 5,759 11,687 
FDI (cumulative since 1991, USD m) 16,375 21,186 29,489 35,723 40,027 44,708 56,395 
FDI per capita (cumulative since 1991, USD) 347.7 452.7 634.2 771.6 868.3 974.0 1234.0 
Interest Rates, Credits & Deposits               
Refinancing (discount) Rate (avg.; % p.a.) 9.2 8.9 8.2 11.3 11.3 9.0 7.8 
Corporate Credit Rates (avg.; % p.a.) 14.6 14.1 13.5 16.0 18.3 14.6 13.8 
Deposit Rates (avg.; % p.a.) 8.0 6.8 11.0 12.9 15.0 12.5 9.8 
Financial System               
Stock Market Capitalization (USD bn) total 29.5 44.3 118.6 14.0 29.0 47.0 64.6 
Stock Market Index e-o-p, UX (PFTS before 2010) 353.0 498.9 1174.02 301.4 572.9 2443.7 3400.0 
Performance % 35.7 41.3 135 (74) 90 68 39 
No. of listed companies 260 315 330 340 280 302 330 
Ratings               
Moody's Sovereign Foreign Currency L/T bonds B1 B1 B1 B1 B2 B2 B2 
Moody's Sovereign Domestic Currency L/T bonds B1 B1 B1 B1 B2 B2 B2 
S&P Sovereign Foreign Currency L/T bonds BB- BB- BB- B CCC+ B+ B+ 
S&P Sovereign Domestic Currency L/T bonds BB BB BB BB- B- BB- BB- 
Commodity Prices               
Crude Oil (Dated Brent, USD/bbl end-of-period) 58.9 60.8 92 100.0 77.9 88.00 95.00 
Steel (CIS Slab, USD/ton end-of-period) 313 430 542.5 737.0 493.0 590.61 640.00 
Source: Government, IMF, Economist Intelligence Unit, Bloomberg, Foyil estimates  
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Disclaimer 
 

Although the information in this report has been obtained from sources which Foyil Securities believes to be reliable and was 
collected in good faith, we do not represent or warrant its accuracy, except with respect to information concerning Foyil 
Securities, its subsidiaries and affiliates, either expressly or implied, and such information may be incomplete or condensed. 
Nor has the information and/or data been independently verified, and so is provided without further caveat regarding its 
reliability, suitability for commerce or specific purpose.  
 

This report does not constitute a prospectus and is not intended to provide the sole basis for an evaluation of the securities 
discussed herein. All estimates and opinions included in this report constitute our judgment as of the date of the report and 
may be subject to change without notice. Foyil Securities or its affiliates may, from time to time, have a position or make a 
market in the securities mentioned in this report, or in derivative instruments based thereon, may solicit, perform or have 
performed investment banking, or other services (including acting as advisor, manager) for any company referred to in this 
report and may, to the extent permitted by law, have used the information herein contained, or the research or analysis upon 
which it is based, before its publication. Foyil Securities will not be responsible for the consequences of reliance upon any 
opinion or statement contained herein or for any omission. This report is confidential and is being submitted to select recipients 
only. It may not be reproduced (in whole or in part) without the prior written permission of Foyil Securities. 
 

Any recommendations, opinions, forecasts, estimates or views herein constitute a judgment as at the date of this report. This 
document has been produced independently of Foyil Securities and the recommendations, forecasts, opinions, estimates, 
expectations, and views contained herein are entirely those of the research analyst(s). While all reasonable care has been 
taken to ensure that the facts presented herein are accurate and that the respective recommendations, forecasts, opinions, 
estimates, expectations, and views are fair and well considered, none of the research analyst(s), Foyil Securities or any of its 
directors, managers or employees has verified the contents of this document and, accordingly, no research analyst, Foyil 
Securities or any of its respective directors, managers or employees shall be in any way responsible for its contents.  
 

© Foyil Securities 2011 

Important Disclosures 

Foyil Securities   

  

4a Verkhny Val Street, 2nd floor  

Kyiv, Ukraine 

04071 

For direct sales inquiries call: +380-44-393-2309  

For general inquiries call: +380-44-393-2313  

To fax us: +380-44-393-2314  

To email us: research@foyil.com  

  

Or find us on the world wide web at: www.foyil.com 

About Foyil Securities 

Foyil Securities is Ukraine’s leading independent investment bank and has been an integral part of the developing capital 
markets in Ukraine since 1997. Today, Foyil Securities is not only a leading market maker in Ukraine but, via its membership on 
the Board of Directors of Ukraine’s PFTS stock market, also actively promotes improvements in corporate governance and 
modernization of the market’s trading and settlement systems. With a team of 80 professionals in Ukraine, Foyil Securities 
provides a wide range of financial services including: securities brokerage and investment research, M&A advisory, IPO fund 
raisings and licensed custody. Working with both institutional and retail clients based around the world, Foyil Securities 
provides investment research that is second to none, along with expert trading execution and settlement.   


