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RUSSIA AND CIS DEBT MARKET

Tuesday, August 07, 2007
Russia 30-UST and OFZ-Russia 30 spreads, bp NEWS, IDEAS AND COMMENTS

150 + Russia 30 - 10-year UST " Russia's Anti-monopoly watchdog (FAS) has found no evidence that leading
+—— OFZ 46018 - Russia 30 retail lender Russian Standard Bank misled customers over its lending rates. We
r think that the news should support RUSB issues, which have severely underperformed
over the last 7-8 weeks vs peers (almost 200bp widening vs 120-150 in HCFB or
URSAP). However we note that this may not be the end of the story as the Prosecutor's
Office asked not only FAS, but also the Central Bank and the Financial Monitoring
Agency to check the bank (results yet unknown).

= Official July inflation in Russia came out at 0.9%, bringing the 7 month figure to
6.6% (6.9% in 2006). Given the fact that the full year target stands at 8.0%, we think
that disappointing CPI data further enhances expectations for nominal ruble
appreciation (the most efficient tool against inflation).

¢ @ 8 = = &5 =  SOME OF THE CORPORATE NEWS THAT CAME OUT IN THE LAST TWO WEEKS
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Rouble liquidity available at banks, overnight " The founder and principal owner Russneft (NR) has reportedly agreed to sell the

distressed oil company to the powerful Basic Element Group (among other things

2000 - - 12 controls RUSAL — global aluminium leader). This deal should result into a release of

1750 bnRUR regulatory pressure on Russneft and significantly reduce credit risks. The Russneft-1
: overnight, % 10 ruble issue rallied from 75-80pp to some 92-96pp (12-17%).
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The officials of the Republic Tatarstan (one of Russia’s regions) have said they
1250 -} U may agree to sell an equity stake in the petrochemical company Kazanorgsintez (B-
6 INR/B) to Gazprom (A3/BBB). We think that the likelihood of such a transaction is

material (some 50-60%) and therefore view the recent outperformance of KZOSRU 11
4 (9.00%) issue as justified.
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2 " One of Russia’s largest real estate and development firms — MIAN (NR) - has
received some RUB1hn of tax claims. We think that other companies in the sector are
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5 5 = 5 at risk of facing similar problems (all lacking transparency).
3 =3 S S " Recent rating actions: upgrades of MDM Bank by S&P, Rosbank by Fitch, Positive
e << = <

outlook on Gallery Capital by Moody’s, affirmation of Ukraine by S&P.

NDF on a basket of 0.55 USD+0.45 EUR (in RUR) SECONDARY MARKET COLOR AND PRIMARY DEALS

8000 \DF curve 1 month ago ® Eyrobonds: Quiet market in anticipation of FOMC decision, no primary deals. We
30.05 |- NDF curve 1 week ago recommend to do some cherry-picking in the corporates, that offer a number of good
30.00 - O Cutrent NDF curve buying opportunities after a major sell-off (RUSB, TATFON, EUCHEM, RASPAD).
29.95 . L N o
29.90 " Ruble bonds: Neutral dynamics after an insignificant correction in OFZs and first tier
2985 names. AHML, Mosoblast, HCFB-4 and some other issues look appealing from a
20.80 relative value perspective. We also like DIXYF (10.5%) bond.
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20.60 L Close 1 day 1 month 1 year
W IM 2M 3M 4M 5M 6M 9M 12M UST 10 Year Yield, % 4.74 +0.05 -0.44 +0.04
EMBI+ Spread, bp 216 3 +55 +41
7-Aug New issue: RUB bonds MORE-Plaza-1 EMBI+ Russia Spread, bp 124 -5 +32 +28
7-Aug New issue: RUB bonds DVTG-1 Russia 30 Yield, % 5.98 -0.01 0.14 +0.33
7-Aug FOMC Rate Decision OFZ 46018 Yield, % 6.44 +0.02 +0.01 -0.08
7-Aug ABC Consumer Confidence Index Cash accounts at CBR, bin RUR 463.9 -11.1 -25.8 -202.2
9-Aug  New issue: RUB bonds Miratorg-1 Deposits at CBR, bln RUR 4822 +5.7 -367.3 +367.5
10-Aug  Newissue: RUB bonds Eurostyle-1 Due from (to) CBR, bin RUR 27.0 - -
10-Aug  Import Price Index MOSPRIME O/N RUR, % 3.25 0.21 - -
15-Aug New issue: RUB bonds Transfin-M-2 RUR/Bi—currency basket 29.84 +0.02 -0.01 +0.16
Crude oil (Brent), USD/barrel 71.2 -3.6 -4.4 +10.5

RTSI 1945 -26 -30 +35
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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.




