
 

 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Wednesday, June 06, 2007 
Russia 30-UST and OFZ-Russia 30 spreads, bp 
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Rouble liquidity available at banks, overnight  
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EVENT CALENDAR 
6-Jun New issue: RUB bonds Konditer-Kursk-1
6-Jun New issue: RUB bonds UTK-5
7-Jun New issue: RUB bonds Maheev-1
7-Jun New issue: RUB bonds Bank Spurt-2
7-Jun New issue: RUB bonds TGK4-1
8-Jun New issue: RUB bonds NPO Saturn-3
13-Jun Income tax payments in Russia
13-Jun New issue: eurobonds Rolf

 

NEWS, IDEAS AND COMMENTS  
 Brief: We think that the currently marketed CLN of Finance Leasing Company 
(FLC, unrated) is quite interesting. The issue parameters are: USD100m, maturity in 
4 years, put in 2 years, price-talk 9.25%. FLC is a captive leasing vehicle for the 
recently established state-controlled United Aircraft Corporation. At this stage FLC is 
servicing UAC’s needs when the companies of UAC group are buying new equipment 
(using financial lease). Later on, when Sukhoi SuperJet is developed (one of the 
flagship products of UAC), FLC should be able to provide financial lease to the buyers 
of SuperJet. FLC is very well capitalized (Equity/Assets ratio at 46% in 2006, Assets of 
USD575m). Federal government currently owns 40.2% of FLC with UAC holding 
additional 37.3%. The state is due to provide a series of capital injections into FLC and 
subsequently transfer its stake over to UAC. We have seen respective lines in the 
Federal Budget-2007 (regarding equity injections), which is quite encouraging. We think 
that despite high concentrations, the quality of FLC’s lease portfolio should be fine, 
given the strong state support provided to strategically important UAC as well as UAC’s 
large portfolio of long-term contracts. Ruble bonds of the members of UAC as well as 
related companies are currently trading at 8% and below (1-3 years risk). The proposed 
CLN of FLC is offering 9.25% for 2 years, which (when swapped into RUB) suggests 
some 150bp premium or more over “UAC curve”. We think that’s attractive. For 
comparison, the less transparent RTK Leasing (NR), which is servicing Svyazinvest 
group, is trading some 65bp over Svyazinvest curve.  
 Brief: Rolf, the largest auto dealer in Russia, is expected to receive international 
credit ratings in the BB category, according to the arrangers of Rolf’s debut 
Eurobond issue. In our view, high ratings (on a par with Russia’s leading food retailer 
X5, rated B1/BB-) will prompt investors to reconsider their credit views on auto dealers. 
We expect the news as well as a successful bond placement of Rolf at some 8% or 
below to trigger demand for ruble bonds of smaller autodealers: Incom-Lada (11.7-
12.0%), Avtomir (10.5%) and Atlant-M (12.1%). 

 Brief: Inflation in May hit 0.6%, up 0.1pp y-o-y. We continue to see how the 
impressive results in curbing inflation achieved in 1Q07 (-1.6pp) are being eroded 
(+0.2pp in April) on the back of massive capital inflow seen in March/April. This 
supports expectations of ruble appreciation as observers think that’s the only way for 
Central Bank to keep 2007 inflation within the 8.0% target level (9.0% in 2006). 

MARKET COLOR 
 New USD deals have been announced by Nutritek and Transneft as well as by 
Ukrainian Bank Finance & Credit and a local railways monopoly. Gazprom tapped its 
GAZPRU 13 GBP issue at 99.40. In ruble bonds UTK (Svyazinvest telecom) is placing 
a RUB2bn issue with a lot of demand seen from investors (7.7% for 3 years). In the 
secondary market we see profit-taking at the long end of the curve on the back of 
soaring UST/Eurobond yields. 

 KEY MARKET INDICATORS 

Close 1 day 1 month 1 year
UST 10 Year Yield, % 4.99 +0.06 +0.35 +0.29
EMBI+ Spread, bp 152 -1 -15 -17
EMBI+ Russia Spread, bp 86 -3 -14 -10
Russia 30 Yield, % 5.86 +0.03 +0.25 +0.21
OFZ 46018 Yield, % 6.42 0 -0.09 -0.10
Cash accounts at CBR, bln RUB 447.1 -2.1 +62.2 -219.0
Deposits at CBR, bln RUB 1298.2 +19.3 +546.2 +1183.5
Due from (to) CBR, bln RUB 68.3 - - -
MOSPRIME O/N RUB, % 3.25 -0.13 - -
RUB/Bi-currency basket 29.92 +0.01 +0.01 +0.24
Crude oil (Brent), USD/barrel 70.5 +0.1 +5.2 +9.8
RTSI 1834 +7 -96 -76

Change
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