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RUSSIA AND CIS DEBT MARKET

Thursday, January 18, 2007

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

150 ¢ Russia 30 - 10-year UST ® Eurobonds: US Treasury yields moved higher yesterday following a release of
— OFZ 46018 - Russia 30 stronger than expected PPl and Industrial Production data in the US. EMBI+ spread hit
its low at 165bp following a rally in Ecuador bonds. In the primary markets banks are
lining up to issue new bonds. They are perhaps particularly inspired by the success of
the dual issue of TuranAlem (total amount priced — US$1bn) and the 7-year deal of
CenterCredit. The latter was closed yesterday at YTM 8.85% (UST+410bp) and traded
up afterwards. On top of Alliance Bank, Tsesnabank and Privatbank the following
banks are likely to issue shortly - MDM Bank, NOMOS Bank and Bank Caspian.

Rouble bonds: MinFin yesterday priced a new OFZ issue (series 26199), which has a
duration of 4.7 years. The auction showed solid demand (2x oversubscribed), but still
most bids were placed at levels which implied a premium to the curve. The bond came
out at YTM6.42% and moved to 6.40% shortly afterwards. We would recommend to
reduce duration of rouble bond portfolios since we expect rouble liquidity conditions to
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Rouble liquidity available at banks, overnight gradually deteriorate in February-March on the back of lower oil price and anti-

inflationary policy measures of the government/Central Bank.
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750 10 ™ Brief: NKNK (B2/NR/B+) will consider a long-term investment program worth more
than US$5bn at the Board meeting on February 2. According to the Chairman of
650 8 NKNK's Board, the company will receive US$1bn of equity injection before June 2007 and
6 may need to raise around US$4bn of debt to finance the investment program. We believe
550 that NKNK may have to change its debt-related covenants of the Eurobond issue if the
4 Board approves the proposed program. Increase in leverage may negatively affect

450 NKNK's bond spreads.
2 " Brief: UVTB and Sibacadembank completed a merger into URSA Bank. Moody's has
350 ‘ ‘ ‘ ‘ ‘ Jog equalized UVTB’s rating with that of Sibacadembank (B1) and subsequently withdrew
3 §’ 5,‘) 8 é § 8 UVTB's rating. UVTB's short-dated 9% CLN has already tightened to 7.6%, which
9 049 4 2 02 a9 suggests no further price upside. Overall we view the merger as credit-positive for

Sibacadembank expecting economies of scale.

NDFon abasket of 0.6 USD+ 0.4 EUR (in RUR) " Brief: Russia’s Supreme Court has confirmed that the recent prescription issued by a

29.88 - 1 month ago consumer watchdog Rospotrebnadzor to abolish banking commissions and fines when
2084 | —O=—1 week ago servicing loans was correct. We believe this ruling may have a negative impact on the
' ==O==Current NDF curve financial standing of local consumer finance banks (Russian Standard, Home Credit,

29.80 Finansbank, etc.) that are most actively using such commissions.
29.76 " Brief: Moody’s assigned a first time rating to Moscow Mortgage Agency (MIA) at
29.72 Ba2/Stable, while Fitch issued a positive comment with regard to Russian telecoms.
29.68 KEY MARKET INDICATORS
29.64 Change
‘ Close 1 day 1 week 1 year
2960 e ST0 Year Yield, % 478 0 019 +0.08
1w 1M 2M 3M 4M 5M 6M 9M 12M
January 18 CPI, Philadelphia Fed data in the US EMBI_+ Russ.la S;())read, & = v + it
January 19 Michigan Confidence Russia 30 Yield, % 5.78 0 +0.19 +0.13
) . OFZ 46018 Yield, % 6.53 -0.01 0 +0.01
New issues Privatbank, Tsesnabank,
January Alliance bank. MDM Bank. NOMOS Cash accounts at CBR, bin RUR 425.1 -49.0 -14.8 -241.0
Bank, Caspian Bank Deposits at CBR, bin RUR 329.5 -9.8 +283.2 +214.8
January X5 4Q trading update Due from (to) CBR, bin RUR 145 - - -
January22 VAT payments in Russia Overnight RUR, % 3 +0.75 = =
RUR/BI-currency basket 29.69 +0.02 +0.03 +0.01
Crude oil (Brent), USD/barrel 53.1 +0.1 -10.4 -7.6
RTSI 1850 +52 -3 -60

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.




