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Russia 30-UST and OFZ-Russia 30 spreads, bp NEWS AND COMMENTS

150 - Russia 30 - 10-year UST " Brief: Kazanorgsintez (KZOSRU; B-/B) and Gazprom’s subsidiary SIBUR (Ba2/BB)
——— OFZ 46018 - Russia 30 are conflicting over a supply/delivery contract (Source: RBCdaily). We are yet unable to
fully assess the credit implications of this news. Still, we tend to view the development
as credit-negative for KZOS given the stronger negotiation power of Gazprom/SIBUR
group, which represents a key operating counterparty for a Tatarstan-based
petrochemical company. KZOSRU 11 issue is currently trading at 8.75%, still some
60bp over a NKNK 15 12, which has comparable credit metrics.

Brief: Qil service group Integra’s (NR) has successfully completed an IPO, having
raised over USD600 mn of additional equity. No doubt, this is a credit-positive event. As
a reminder, the company pursues a very aggressive financial policy, growing through

30 ! ! i i i i acquisitions (debt at FYEOG6 around USD500m, vs EBITDA of less than USD90m).
8 % 8 8 3 8 S Listing and massive equity injection should reduce re-financing risks for Integra in the
s 2 5 2 8 s 3 short term. Still, as far as we understand, the bulk of proceeds will be used to finance

Rouble liquidity available at banks, overnight new acquisitions. Given this as well as high integration risks and increasing competition

from global majors, our credit outlook for Integra is neutral-to-negative. The yields for
850 Integra-1 (10.44%) and Integra-2 (10.65%) rouble issues, in our view, do not suggest
any further tightening upside.

750 " Brief: Standard & Poor’s upgraded Gazprombank from BB+ to BBB-, and raised

Transkreditbank from B- to BB-. The latter was caused by announcement of a
presidential decree about transferring 75% Transkreditbank’s shares to the Russian
Railways (A3/BBB-). As far as we understand, Transkreditbank may soon announce its
debut RUB and foreign currency bonds.

MARKET COLOR

® Eurobonds: We have seen some selling in KyivStar (Ba3/BB-) issues following the news
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350 ~ < - =0 that the company is at risk of violating a disclosure covenant after one of its shareholders
< z b 2 (Altimo) has effectively blocked the audit. In the primary market Transneft closed its debut
2 o a L 7-year deal at 5.67% (MS+55bp, USD1.3bn), which went below par (99.5) in the

secondary trading. Russia’s petrochemical giant Eurochem (Fitch BB-) announced a
debut Reg-S transaction, while Russian Agricultural Bank said it will do a CHF deal.

3008 - Gazprom said it will do a 10-year tranche in EUR and a 15-year tranche in USD.
30.04 NDF curve 1 week ago P . Rouble bonds: Liquidity conditions are gradually deteriorating on tax payments as well
30.00 ==O==Current NDF curve as cash reservation§ for Sberbank IPO participation. We.are seeing some §oft seiling.in
the OFZs and first tier bonds on the back of higher overnight rates. Market in the 2-3 tier
29.96 remains solid. Bonds of textile group Alliance Russian Textile (NR) have sold off on
29.92 Thursday following reports of a major shareholder conflict.
2088 |
2984 - Change
29.80 S S N R S Close 1 day 1 week 1 year
MW 1M 2M 3M 4M 5M 6M 9M 12M UST 10 Year Yield, % 4.67 -0.06 -0.21 -0.03
EMBI+ Spread, bp 168 + 0 A
27-Feb  New issue: RUB bonds TGK-6-Invest EMBI+ Russia Spread, bp 98 +1 +1 +2
27-Feb  Mirax Group CLN roadshow Russia 30 Yield, % 5.67 -0.03 0.22 +0.02
27-Feb  New issue: RUB bonds Radionet-1 OFZ 46018 Yield, % 6.58 0 -0.04 +0.06
27-Feb  New issue: RUB bonds STONE-Finance Cash accounts at CBR, bin RUR 407.6 +23.5 +18.5 -258.5
27-Feb  New issue: RUB bonds OIGK-1 Deposits at CBR, bin RUR 92.5 -8.4 -31.6 -22.2
28-Feb EUROCHEM new issue roadshow Due from (to) CBR, bin RUR 50.5 - - -
1-Mar  New issue: RUB bonds Belon-2 SORIFRINE CLY R 567 0 - -
2-Mar  New issue: RUB bonds Amurmetall-2 RUR/Bi-currency basket 29.91 -0.01 +0.25 +0.23
Crude oil (Brent), USD/barrel 60.9 +0.3 +5.6 +0.2

RTSI 1934 +29 +78 +24




Morning comment A MDMBank

MDM Bank

ya Investment Division
A— a“ 33/1 Kotelniches_kaya 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

Head of Research

Alex Kantarovich, CFA
Alex.Kantarovich@mdmbank.com

Fixed Income

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 Olga Nikolaeva Olga.Nikolaeva@mdmbank.com
Michael Kavanagh Michael. Kavanagh@mdmbank.com Andrey Gromadin Andrey.Gromadin@mdmbank.com
Andrey Litvin Andrey.Litvin@mdmbank.com Nadya Kazakova Nadezhda.Kazakova@mdmbank.com
Alex Kantarovich, CFA Alex.Kantarovich@mdmbank.com Elena Bazhenova Elena.Bazhenova@mdmbank.com
Peter Westin Peter.Westin@mdmbank.com Ekaterina Generalova  Ekaterina.Generalova@mdmbank.com
Irina Plevako Irina.Plevako@mdmbank.com

Nathan Gardener Nathan.Gardener@mdmbank.com Elena Afonina Elena.Afonina@mdmbank.com
Thomas Lavrakas Thomas.Lavrakas@mdmbank.com Alexey Gogolev Alexey.Gogolev@mdmbank.com
Ekaterina Ogurtsova Ekaterina.Ogurtsova@mdmbank.com

Andrey Goncharov Andrey.Goncharov@mdmbank.com

Mikhail Remennikov Mikhail. Remennikov@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.




