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Ukraine places USD 2bn Eurobonds

Hryvnia retail deposits decline. MoF accumulated large liquidity surplus. FX
reserves unchanged on government borrowings
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Hryvnia retail deposits decline

Hryvnia liquidity drains further

August 17 is the deadline for companies to make their quarterly tax payments.
For banks, this means a decline in their hryvnia liquidity and the MoF seeing
their highest levels of excess liquidity for the full year. It has now become
customary for overnight rates to hit above 20%, while the 1M rate is stable at
24%. Banks are struggling to attract hryvnia deposits, as the population
expects the hryvnia to devalue. In July, hryvnia retail deposits declined by
0.4% m/m, while those denominated in foreign currency grew by 2.1% m/m.
During the coming months, we may well see intensifying outflows of hryvnia
deposits and increasing demand for foreign currency. This will be a double hit
for banks and interest rates will rise further.
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Banking system liquidity remains very low
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Ukraine placed USD 2bn
Eurobonds
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Ukraine returned to external market borrowings

On July 18, the MoF managed to place USD 2bn in 5Y Eurobonds at 9.25%.
Considering that Spain placed Eurobonds at 7%, the yield on Ukrainian
securities does not seem high. Last year, in June, Ukraine placed the same
tenor bonds at 6.25%. Higher yields are due to the intensifying EU debt crisis.
The demand for bonds was surprisingly very high, topping USD 6bn. The
absence of the IMF program did not scare off investors. The government will
still have to intensify its borrowing on the domestic market to fulfill its plans for
the year. As for August, the MoF does not intend to borrow more funds than it
needs for debt service. According to the August schedule of primary bonds
placements, the MoF will only issue 5Y and 7Y bonds, which find only interest
among state-owned banks. Seasonally, the state budget has a greater need

Page 1


mailto:maryan.zablotskyy@erstebank.ua

Erste Group Research
Fixed Income Report Ukraine
17 August 2012

for funds from September on. By the end of autumn, we may well see the
introduction of bonds with much shorter maturities, maybe even less than 1Y.

July maturity schedule very light

Yields on government debt remains high
Public debt maturity schedule
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Hryvnia continues to weaken

International reserves of Ukraine increased in July by 2.6%, to USD 30bn. The
FXreserves unchanged on increase in reserves was mainly due to the receipt of funds by the government
government borrowing from the placing of 5Y Eurobonds amounting to USD 2bn. From now on,
demand for foreign currency will gradually rise, as the population is getting
more edgy on possible hryvnia devaluation. The hryvnia’s current peg to the
USD is likely to be tested hard in the period from September to November.
Independent of whether the NBU will be able to keep the hryvnia stable, FX
reserves will drain significantly on the back of rising FX demand.

FX reserves decline Hryvnia seasonally stronger in next few months
Gross NBU FX reserves Steel prices and balance of payments seasonality
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Money market

Interbank money market

Money market rates
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Debt market

S&P long-term foreign currency rating Sovereign CDS spreads
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Budget incomes (12 months trailing) Government liquidity, % of GDP, 3M mov. average
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Macro forecasts

2008 2009 2010 2011 2012F 2013F
Nominal GDP (UAH bn) 948 915 1095 1314 1 386 1622
Population (mn) 46.1 46.0 45.8 45.6 45.3 45.1
GDP per capita (UAH) 1928 1704 2243 2777 2831 2 740
Real GDP (yly %) 2.3 -14.8 4.2 5.2 1.0 3.0
Private Consumption (y/y %) 12.0 -14.9 7.0 14.0 2.0 -2.0
Fixed Capital Formation (y/y %) 2.0 -50.5 4.9 9.0 5.0 -20.0
Nominal Wages (UAH) 1806 1906 2239 2633 2 804 3141
Nominal Wages (y/y %) 33.7 4.0 17.5 17.6 6.5 12.0
Retail sales (y/y %) 18.6 -16.6 7.6 14.7 2.0 -2.0
Industrial production (y/y %) -3.1 -21.9 11.0 7.6 -1.0 4.0
CPI (yly, average %) 25.2 16.2 9.4 8.0 1.1 12.0
CPI (yly, year-end %) 22.3 13.0 9.2 4.6 3.0 14.0
Unemployment (%) 6.4 8.8 8.1 8.0 7.9 8.0
Exports fob (UAH, bn) 449 438 551 708 675 797
Imports cif (UAH, bn) 525 454 582 782 807 795
Trade balance (% of GDP) -7.9 -1.7 -2.9 -5.6 -9.6 0.1
Foreign direct investment (% of GDP) 6.1 3.8 4.3 4.2 4.0 5.0
Current account balance (% of GDP) -6.7 -1.7 -1.9 -5.6 -8.6 1.1
Govt. budget balance (% of GDP) -1.2 -6.3 -5.9 -2.6 -2.5 -2.0
Public debt (% of GDP) 20.0 34.6 42.0 30.6 30.2 30.8
Foreign debt (% of GDP) 55.4 90.9 80.0 76.7 72.7 81.6
Central bank intervention rate, average 12.00 11.10 8.90 7.75 7.65 7.50
Central bank intervention rate, year-end 12.00 10.25 7.75 7.75 7.50 7.50
Short term interest rate 1M, average 14.80 17.97 7.72 10.20 13.90 12.25
Short term interest rate 1M, year-end 23.60 18.10 6.50 25.00 28.00 12.00
Long term interest rate 2Y, average 12.90 25.40 15.40 11.90 16.60 14.75
Long term interest rate 2Y, year-end 25.00 26.00 12.00 19.00 25.00 14.50
USD/UAH average 5.25 8.07 7.95 7.98 8.00 10.50
USD/UAH year-end 7.80 7.98 7.98 8.00 8.00 10.50
EUR/UAH average 7.67 11.34 10.51 11.11 10.80 13.13
EUR/UAH year-end 10.67 11.67 10.66 10.37 10.80 13.13
Outstanding Loans (UAH bn) 734 718 724 792 851 1063
Outstanding Deposits (UAH bn) 358 328 414 497 535 710
Disposable income of households (UAH bn) 638 674 813 1251 1373 1579
Savings rate (% of disposable income) 10.6 12.2 16.7 10.1 11.0 14.0
Erste Group Research — Fixed Income Report Ukraine Page 6



Erste Group Research
Fixed Income Report Ukraine
17 August 2012

Contacts

Group Research

Head of Group Research
Friedrich Mostbock, CEFA

Major Markets & Credit Research
Head: Gudrun Egger, CEFA
Adrian Beck (AT, SW)

Mildred Hager (US, Eurozone)
Alihan Karadagoglu (Corporates)

Peter Kaufmann (Corporates)

Carmen Riefler-Kowarsch (Covered Bonds)

Elena Statelov, CIIA (Corporates)
Hans Engel (Equities US)
Stephan Lingnau (Equities Europe)

Ronald Stéferle (Equities Asia, Commaodities)

Macro/Fixed Income Research CEE
Head CEE: Juraj Kotian (Macro/FI)

Chief Analyst: Birgit Niessner (CEE Macro/FI)

CEE Equity Research

Head: Henning ERkuchen

Chief Analyst: Gunther Artner, CFA
Gilnter Hohberger (Banks)

Franz Horl, CFA (Steel, Construction)
Daniel Lion, CIIA (IT)

Christoph Schultes, CIIA (Insurance, Utility)

Thomas Unger; CFA (Oil&Gas)
Vera Sutedja, CFA (Telecom)
Vladimira Urbankova, MBA (Pharma)
Martina Valenta, MBA (Real Estate)
Gerald Walek, CFA (Machinery)
Editor Research CEE

Brett Aarons

Research, Croatia/Serbia

Head: Mladen Dodig (Equity)

Head: Alen Kovac (Fixed income)
Anto Augustinovic (Equity)

Ivana Rogic (Fixed income)

Davor Spoljar, CFA (Equity)
Research, Czech Republic

Head: David Navratil (Fixed income)
Petr Bittner (Fixed income)

Head: Petr Bartek (Equity)

Vaclav Kminek (Media)

Jana Krajcova (Fixed income)
Martin Krajhanzl (Equity)

Martin Lobotka (Fixed income)
Lubos Mokras (Fixed income)
Josef Novotny (Equity)

Research, Hungary

Head: Jozsef Mir6 (Equity)

Orsolya Nyeste (Fixed income)
Zoltan Arokszallasi (Fixed income)
Research, Poland

Head: Piotr Lopaciuk (Equity)
Tomasz Kasowicz (Equity)

Marek Czachor (Equity)

Michal Hulboj (Equity)

Research, Romania

Head: Lucian Claudiu Anghel

Head Equity: Mihai Caruntu (Equity)
Dorina Cobiscan (Fixed Income)
Dumitru Dulgheru (Fixed income)
Eugen Sinca (Fixed income)
Raluca Ungureanu (Equity)

Marina Alexandra Spataru (Equity)
Research Turkey

Head: Erkin Sahinoz (Fixed Income)
Sevda Sarp (Equity)

Evrim Dairecioglu (Equity)

Ozlem Derici (Fixed Income)
Mehmet Emin Zumrut (Equity)
Goker Mustafa Gorkem (Equity)
Sezai Saklaroglu (Equity)

+43 (0)5 0100 - 11902

+43 (0)5 0100 - 11909
+43 (0)5 0100 - 11957
+43 (0)5 0100 - 17331
+43 (0)5 0100 - 19633

+43 (0)5 0100 - 11183
+43 (0)5 0100 - 19632
+43 (0)5 0100 - 19641
+43 (0)5 0100 — 19835
+43 (0)5 0100 — 16574
+43 (0)5 0100 — 11723

+43 (0)5 0100 - 17357
+43 (0)5 0100 - 18781

+43 (0)5 0100 - 19634
+43 (0)5 0100 - 11523
+43 (0)5 0100 - 17354
+43 (0)5 0100 - 18506
+43 (0)5 0100 — 17420
+43 (0)5 0100 - 16314
+43 (0)5 0100 - 17344
+43 (0)5 0100 - 11905
+43 (0)5 0100 - 17343
+43 (0)5 0100 - 11913
+43 (0)5 0100 - 16360

+420 956 711 014

+381 112209 178
+385 62 37 1383
+385 62 37 2833
+385 62 37 2419
+385 62 37 2825

+420 224 995 439
+420 224 995 172
+420 224 995 227
+420 224 995 289
+420 224 995 232
+420 224 995 434
+420 224 995 192
+420 224 995 456
+420 224 995 213

+361 235-5131
+361 373-2026
+361 373-2830

+48 22 330 6252
+48 22 330 6251
+48 22 330 6254
+48 22 330 6253

+40 37226 1021
+40 21 311 2754
+40 37226 1028
+40 37226 1029
+40 37226 1026
+40 21311 2754
+40 21311 2754

+90 212 371 2540
+90 212 371 2537
+90 212 371 2535
+90 212 371 2536
+90 212 371 2539
+90 212 371 2534
+90 212 371 2533

Erste Group Research — Fixed Income Report Ukraine

Research, Slovakia

Head: Maria Valachyova, (Fixed income)
Martin Balaz (Fixed income)

Research, Ukraine

Head: Maryan Zablotskyy (Fixed income)
Ivan Ulitko (Equity)

Igor Zholonkivskyi (Equity)

Treasury - Erste Bank Vienna
Saving Banks & Sales Retail
Head: Thomas Schaufler

Equity Retail Sales

Head: Kurt Gerhold

Fixed Income & Certificate Sales
Head: Uwe Kolar

Treasury Domestic Sales

Head: Markus Kaller

Corporate Sales AT

Head: Christian Skopek

+421 2 4862 4185
+421 2 4862 4762

+38 044 593 - 9188

+38 044 593 - 0003
+38 044 593 - 1784

+43 (0)5 0100 - 84225
+43 (0)5 0100 - 84232
+43 (0)5 0100 - 83214
+43 (0)5 0100 - 84239

+43 (0)5 0100 — 84146

Fixed Income & Credit Institutional Sales

Institutional Sales

Head: Manfred Neuwirth
Bank and Institutional Sales
Head: Jurgen Niemeier
Institutional Sales AT, GER, LUX, CH
Head: Thomas Almen

Margit Hraschek

Rene Klasen

Marc Pichler

Sabine Vogler

Bank and Savingsbanks Sales
Head: Marc Friebertshauser
Geog Bartel

Carsten Demmler

Mathias Gindele

Andreas Goll

Ulrich Inhofner

Sven Kienzle

Manfred Meyer

Jorg Moritzen

Michael Schmotz

Klaus Vosseler

Institutional Sales CEE
Head: Jaromir Malak

Central Bank and International Sales
Head: Christoph Kampitsch
Abdalla Bachu

Antony Brown

Sales CEE

Tomasz Karsznia

Pawel Kielek

Piotr Zagan

Institutional Sales Slovakia
Head: Peter Kniz

Sarlota Sipulova

Institutional Sales Czech Republic
Head: Ondrej Cech

Milan Bartos

Radek Chupik

Pavel Zdichynec

Institutional Sales Croatia
Antun Buric

Institutional Sales Hungary
Norbert Siklosi

Institutional Sales Romania
Head: Ciprian Mitu

Ruxandra Carlan
Institutional Solutions and PM
Head: Zachary Carvell
Brigitte Mayr

Mikhail Roshal

+43 (0)5 0100 — 84250
+43 (0)5 0100 - 85503

+43 (0)5 0100 - 84323
+43 (0)5 0100 — 84117
+43 (0)5 0100 — 85521
+43 (0)5 0100 - 84118
+43 (0)5 0100 - 85543

+43 (0)5 0100 — 85540
+43 (0)5 0100 — 83215
+43 (0)5 0100 - 85580
+43 (0)5 0100 - 85562
+43 (0)5 0100 - 85561
+43 (0)50100 - 85544

+43 (0)50100 — 85541
+43 (0)5 0100 - 83213
+43 (0)5 0100 - 85581
+43 (0)5 0100 - 85542
+43 (0)5 0100 - 85560

+43 (0)50100 — 84254

+43 (0)50100 — 84979
+44 207623 - 4159
+44 207623 - 4159

+48 22 538 6281
+48 22 538 6223
+43 (0)50100 - 84256

+421 2 4862-5624
+421 2 4862-5629

+420 2 2499 — 5577
+420 2 2499 - 5562
+420 2 2499 — 5565
+420 2 2499 - 5590

+385 (0)6237 — 2439
+36 1 235 — 584

+40 213121199 6200
+40 21 310-4449 - 612

+43 (0)50100 — 83308
+43 (0)50100 — 84781
+43 (0)50100 — 84787

Page 7



Erste Group Research
Fixed Income Report Ukraine
17 August 2012

This research report was prepared by Erste Group Bank AG ("Erste Group”) or its affiliate named herein. The individual(s) involved in the preparation of the report were at the relevant time
employed in Erste Group or any of its affiliates. The report was prepared for Erste Group clients. The information herein has been obtained from, and any opinions herein are based upon,
sources believed reliable, but we do not represent that it is accurate or complete and it should not be relied upon as such. All opinions, forecasts and estimates herein reflect our judgment on
the date of this report and are subject to change without notice. The report is not intended to be an offer, or the solicitation of any offer, to buy or sell the securities referred to herein. From time
to time, Erste Group or its affiliates or the principals or employees of Erste Group or its affiliates may have a position in the securities referred to herein or hold options, warrants or rights with
respect thereto or other securities of such issuers and may make a market or otherwise act as principal in transactions in any of these securities. Erste Group or its affiliates or the principals or
employees of Erste Group or its affiliates may from time to time provide investment banking or consulting services to or serve as a director of a company being reported on herein. Further
information on the securities referred to herein may be obtained from Erste Group upon request. Past performance is not necessarily indicative for future results and transactions in securities,
options or futures can be considered risky. Not all transactions are suitable for every investor. Investors should consult their advisor, to make sure that the planned investment fits into their
needs and preferences and that the involved risks are fully understood. This document may not be reproduced, distributed or published without the prior consent of Erste Group. Erste Group
Bank AG confirms that it has approved any investment advertisements contained in this material. Erste Group Bank AG is regulated by the Financial Market Authority (FMA) Otto-Wagner-Platz
5,1090 Vienna, and for the conduct of investment business in the UK by the Financial Services Authority (FSA).

Please refer to www.erstegroup.com for the current list of specific disclosures and the breakdown of Erste Group’s investment recommendations
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