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Russia 30-UST and OFZ-Russia 30 spreads, bp MARKET COLOR

150 Russia 30 - 10-year UST
——— OFZ 46018 - Russia 30 ® Eurobonds: Russia 30 traded down yesterday approximately by ¥, but still tightened

its spread over UST by another basis point to 102-103bp. Sellers were seen in longer-
dated corporate bonds. We also noticed some interest in the new Slavinvestbank
9.785% (B1/B-) issue.

Rouble bonds: Focus in the rouble bonds was shifted towards primary market
yesterday. LUKOIL (Baa2/BB+/BBB-) successfully priced its Syr and 7yr bonds at a
YTM of 7.23% and 7.54%, respectively. The longer dated issue appeared more
interesting to investors, hence it came out 20bp below price-talk. Book retailer TOP-
KNIGA (NR) successfully priced its second issue at 10.5% (1.5 yr put). New issues

30 w w w w w w from North-West Telecom (NR/BB-/B+) and TOAP (NR, fuel wholesale trader) were
g 3 g 5 §’ 8 g priced as well, but apparently didn’t generate as much interest as LUKOIL and TOP-
) R S 009 KNIGA deals. Secondary market remains quiet with almost no price changes as rouble
quuidi.ty. condition§ remaiq relgtively tight. Today OQK-3, one of the rllewly shaped
electricity generation subsidiaries of RAO UES, is pricing a 3bn bond with a 6-month

850 - bln RUR 412 put.

overnight, %

750 S NEWS AND COMMENTS

g ™ Brief: Halyk Bank (Baal/BB+/BB+), Kazakhstan's third largest bank, has
successfully completed IPO on LSE. The bank’s core shareholder raised US$680m
6 after selling a 20% stake. Following that the shareholder intends to use part of the
proceeds (around US$220m) to finance a purchase of a new share issue. We view the

650

550

4 event as certainly credit-positive since the transaction will help improve capital adequacy
450 2 as well as corporate governance. KKB (Baal/BB+/BB+), Kazakhstan's largest bank, has
recently completed a similar transaction. We note that fundamental attractiveness of
350 = _‘: o g é 0 Kazakhstan’s banking risk is offset by intense and regular new issuance.
S s > i}
& 9 ; g. g. ; = Brief: Sistema’s (B3/B+/B+) subsidiary Comstar-UTS will raise a US$625m loan from

ABN-Amro to finance a purchase of a 25%+1 stake in Svyazinvest for US$1.3bn. As we

NDF on a basket of 0.6 USD + 0.4 EUR (in RUR) said earlier, we view the transaction as credit-neutral since the investment makes sense

and Sistema group has sufficient financial flexibility.

29.88 1 month ago . . . L
2084 |- —=O=1 week ago Brief: The Board of Directors of AVTOVAZ (NR) has approved top officials of Russia’s

==O==Current NDF curve arms export vehicle Rosoboronexport as the key managers of the company. We don't see

29.80 any immediate credit implications and believe that AVTOVAZ will continue to rely on
29.76 government support. Stand-alone performance is likely to deteriorate. To the best of our
2075 knowledge AVTOVAZ has yet not published its IFRS 2005 financial statements.
s
Change
20.64 Close 1 day 1 week 1 year
29.60 T T UST 10 Year Yield, % 460 +0.02 -0.02 +0.21
W IM 2M 3M 4M 5M 6M 9M 12M  EMBI+ Spread, bp 176 3 -15 -69
EMBI+ Russia Spread, bp 9 3 16 20
December 15  CPI data in the US Russia 30 Yield, % 561 +0.03 -0.10 +0.07
December 15 OBR-3, OFZ 46018, OGK-3 placements  T5F7 26018 Yield. % 6.54 +0.01 ~0.09 -0.20
December 15 Social tax payments Cash accounts at CBR, bin RUR 439.9 ¥55 #1127 503
December 18  NWTelecom to vote on TT merger Deposits at CBR, bin RUR 46.3 15 185 68.4
December 18 PPl data in the US Due from (to) CBR, bin RUR 1004 )
December 19  WBD to vote on consolidation of dairy Overnight RUR, % 555 +0.55 . )
December 20 VATA payments RUR/BI-currency basket 2.6 0 0 121
December  Gazprom 2Q IFRS rests Crude oil Brent), USDIbarrel 629 +16 +34 +438
RTSI 1840 0 +134 +718

Sources: DataStream, Bloomberg, MDM, company data
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This report is being distributed in the Russian Federation by OAO MDM Bank (the “Bank”), which accepts responsibility for its contents. This report is for your private
information, and we are not soliciting any action based upon it. This report is not to be construed as an offer to sell or the solicitation of an offer to buy any security and
is specifically not a recommendation to purchase or sell any securities. The information herein has been obtained from, and any opinions herein are based upon,
sources believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied upon as such. We accept no liability in relation to the
use of this information or any investor activity taken in the securities described herein. Opinions, forecasts and estimates expressed are current as of the date
appearing on this report only and are subject to change without notice. We make no representation that we will update the information discussed in this report on a
regular basis, or correct any inaccuracies contained herein. We and our affiliates and employees may, from time to time, have long or short positions in, and buy, sell,
make a market or otherwise act as principal in transactions in the securities, or derivatives thereof, of companies mentioned herein. Investors should assume that the
Bank does, or seeks to do, investment banking business with any of the companies mentioned in this report.

This report was prepared by the Bank and may be used by investors in the Russian Federation subject to the laws of the Russian Federation. The Bank is not
registered as a broker or dealer with the SEC or NASD in the United States and this report may be distributed in the United States only to persons who by the
acceptance hereof confirm that they are a “major U.S. institutional investor” as defined in Regulation 15a-16 of the Securities Exchange Act of 1934. The Bank is not
registered with the FSA in the United Kingdom and this report may not be distributed in the United Kingdom to private clients. This report may be distributed to foreign
investors in other jurisdictions only to institutional investors to subject to the laws of their home jurisdiction.

This report is confidential and may not be distributed or reproduced, in whole or part, without the express written permission of the Bank.




