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150 Russia 30 - 10-year UST
——— OFZ 46018 - Russia 30 ® Eurobonds: Relatively unpleasant start of the year as US Treasury yields rose

following publication of strong macroeconomic data and a decline in the oil price.
Emerging Markets bonds are performing in line with UST, as EMBI+ spread is floating
close to 170bp. Russia 30 is trading around 112 ¥4, 100bp over UST. In the primary
market Kazakh banks have taken the lead with a dual tranche from Bank TuranAlem
priced last Friday (2 year FRN and 30-year fixed coupon with a put in 10 years). Three
more Kazakh banks - CenterCredit, Alliance and Tsesnabank — as well as Ukraine’s
Privatbank are coming with US$-denominated bonds shortly.

Rouble bonds: Activity in the rouble bonds has so far been relatively low as many
Russians have extended their New Year holidays until 14t of January. Price moves are
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g g § S g? é g insignificant. The sentiment is rather neutral as comfortable rouble liquidity conditions
3 9 I = il el 3 (overnight rates around 2.0-2.5%) are offset by unfavourable dynamics in the

Rouble liquidity available at banks, overnight Eurobonds and lower oil price. The latter negatively affects expectations of rouble

appreciation.
850 - bin RUR 12
[ e T % = Brief: Shareholders of NKNK (B2INR/B+) have approved the US$950 million share
18 issue. The news came out on December 27. While the proposed structure of the deal is
650 " YA NTE A not perfect from a corporate governance perspective (minority investors may suffer), we
16 view the news as credit-positive given the large size of the upcoming equity injection. We
550 &)\ f [ N - believe that this will partly offset the risks related to the ambitious investment plans of the
14 company. We also note that the deal will likely result into increased leverage of NKNK's
450 1Y - i v Al Sl A it | ) principal shareholders — Tatarstan-owned SINEK (Bal/NR/BB) and private investment
holding TAIF (NR).
30 = 2 g B z 9 = 0 Brief: Mirax Group received first time ratings from Moody’s and Fitch (B2/Stable
= ;. g g. é g 5 and B/Stable, respectively). We think that credit ratings are a good technical support for

the bonds of this leading Russian construction company, as it will help increase the limits

NDF on a basket of 0.6 USD + 0.4 EUR (in RUR) on the name and address concerns that some investors may have with regards to risks in

Russian construction and development industry. The CLN of Mirax Group maturing

2988 1 month ago February 2008 is currently offering 8.8%. The 3-year rouble bond is trading around
2984 + __g_—(l:l‘j‘:?:r‘]‘t?\lgglz e 10.75%, which suggests attractive price upside.
29.80 = Brief: LUKOIL (Baa2/BB+/BBB-) has reported solid 3Q 2006 financial results, which
2976 show that the company continues to maintain very conservative debt cover ratios.
2072 LUKOIL's rouble bonds are offering less than 20bp yield pick-up over Gazprom curve.
rocs
Change
20.64 Close 1 day 1 week 1 year
29.60 | ‘ ‘ ‘ ‘ : ‘ ‘ ‘ UST 10 Year Yield, % 4.78 +0.05 +0.19 +0.08
W IM 2M 3M 4M S5M 6M 9M 12M  EMBI+ Spread, bp 171 3 -15 74
EMBI+ Russia Spread, bp 99 -3 -10 -19
January 15 Martin Luther King Holiday in the US Russia 30 Yield, % 5.78 +0.04 +0.19 +0.13
January 15 Unified Social Tax payments in Russia OFZ 46018 Yield, % 6.54 +0.01 +0.01 +0.02
January 16 Empire Manufacturing Index inthe US 5oy accounts at CBR, bin RUR 474.1 67.4 +34.2 -192.0
January 17 CPI, Industrial Production data in the US Deposits at CBR, bln RUR 339.3 336 +293.0 +204.6
January 18 CPI, Philadelph.ia Fed data in the US Due from (to) CBR, bln RUR 16.6 ) ) )
Ty R P e overnight RUR, % 225 20.18 . .
January X5 4Q trading update RUR/Bi-currency basket 29.67 0 +0.01 -0.01
January Magnit 4Q trading update Crude oil (Brent), USD/barrel 53.0 +1.3 -10.5 1.7
RTSI 1798 -3 -55 -112

Sources: DataStream, Bloomberg, MDM, company data




Morning comment = MDMBank

MDM Bank

— MI]M B k Investment Division
a— a“ 33/1 Kotelnicheskaya Nab.,
Moscow, Russia 115172

el.+7 (495) 795-2521

Managing Director, Head of Fixed Income Sales and Trading

Sergey Babayan
Sergey.Babayan@mdmbank.com

Sales: bond_sales@mdmbank.com Fixed Income Trading

Corrado Taveggia +7 495 787 94 52 Nicolay Panyukov Nicolay.Panyukov@mdmbank.com
Natalia Ermolitskaya +7 495 960 22 56 Alexander Zubkov Alexander.Zubkov@mdmbank.com
Linaida Eremina +7 495 363 55 83 Evgeny Lysenko Evgeny.Lysenko@mdmbank.com
Dmitry Omelchenko +7 495 363 55 84
Alexei Bazarov Alexei.Bazarov@mdmbank.com
Denis Anokhin Denis.Anokhin@mdmbank.com
Alex Kantarovich, CFA Kim Iskyan
Alex.Kantarovich@mdmbank.com Kim.Iskyan@mdmbank.com
Mikhail Galkin Mikhail.Galkin@mdmbank.com Maxim Korovin Maxim.Korovin@mdmbank.com
Yelena Morozova Elena.Morozova2@mdmbank.com Dmitry Smelov Dmitry.Smelov@mdmbank.com
Denis Vodnev Denis.Vodnev@mdmbank.com
Metals & Mining
Michael Kavanagh Michael.Kavanagh@mdmbank.com Andrey Gromadin Andrey.Gromadin@mdmbank.com
Andrey Litvin Andrey.Litvin@mdmbank.com

Strategy, Economics, Banking Telecoms & Technology

Alex Kantarovich, CFA Alex.Kantarovich@mdmbank.com Elena Bazhenova Elena.Bazhenova@mdmbank.com

Peter Westin Peter.Westin@mdmbank.com

Irina Plevako Irina.Plevako@mdmbank.com

Nathan Gardener Nathan.Gardener@mdmbank.com Kim Iskyan Kim.Iskyan@mdmbank.com

Thomas Lavrakas Thomas.Lavrakas@mdmbank.com Elena Afonina Elena.Afonina@mdmbank.com

Ekaterina Ogurtsova Ekaterina.Ogurtsova@mdmbank.com

Andrey Goncharov Andrey.Goncharov@mdmbank.com

Tigran Hovhannisyan ~ Tigran.Hovhannisyan@mdmbank.com
© 2006 OAO MDM Bank. All rights reserved.

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.




