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Tenge devaluation: Not the end of the story

. DEVALUATION BOOSTS EXPORTERS, BUT
Kazakhmys, ENRC, KMG should benefit the most UNDERMINES THE VALUE OF LOCAL DEMAND
B The National Bank of Kazakhstan (NBK) has devalued the tenge by Implied change to 2009F KZT150/$ KZT170/$
EBITDA

18% to KZT150/$, dropping its nearly 1.5-year-long support for the currency.

; ; KazMunaiGaz E&P

We see the move as largely a result of the country’s slowing economy and azMunaiGaz E& 14% 19%

rapidly deteriorating current account. However, the trigger was the effective
. . .. . . Kazakmys 52% 92%
nationalization of a significant part of the local banking system. Given the KerakhGold 15 279,

. . Zi
state’s control of the local financial system, we expect the tenge to remain > >
ENRC 35% 61%
stable at the new support level, at least for the near term.

_ ) Steppe Cement -39% -57%
B We see potential for further devaluation from the current level, as the Kazakhtelecom 31% 5%

tenge still has some to room to catch up with other commodity-exposed

peers. Additionally, escalating problems with bank asset quality and oil price Implied change to 2009F net  KZT150/$ KZT170/$

weakness, which could trigger another devaluation step. Additionally, current income

forward rates imply close to KZT175/$ in 2009 aop. Thus, we believe the KazMunaiGaz E&P 15% 19%

market might start to price in an even larger devaluation. Exporters’ stocks

were up 5%-15% today, but we would expect a further market reaction due Kazakhmys 237% 419%

to the potential for further devaluation. KazakhGold 47% 83%
ENRC 83% 146%

B As aresult, we suggest investors continue to focus on companies that
have already benefited from devaluation. We see major benefits for the
metals and mining sector, and to a lesser extent the oil and gas industry and
gold producers. Our top picks are Kazakmys, ENRC and KazMunaiGaz Source: UniCredit Research estimates
E&P. However, domestic economy stocks, especially banks like KKB and
HSBK, might suffer from the effects of the falling FX value of domestic de-
mand which could also marginally affect Vimpelcom, which operates on the
local market.

Steppe Cement -47% -70%
Kazakhtelecom -43% -76%

THE TENGE HAS CORRECTED, BUT STILL HAS ROOM FOR ANOTHER DROP
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Tenge devaluation: Not the end of the story

Kazakhmys, ENRC, KMG should benefit the most
Tenge finally bows to economic reality

The NBK announced that it will let the tenge support level fall to KZT150/$ starting Feb-
ruary 4, and allow it to fluctuate within a 3% band. The statement quickly brought the tenge-
dollar rate to the new support level, bringing the currency down 18% from yesterday’s
KZT123/$.

The move followed a carefully choreographed sequence of events, suggesting bank
assets were the prime concern. First the NBK Governor was replaced. Then on January 29
bank provisioning requirements were raised. Next the government announced the effective
takeover of the two largest banks and extended support to others. Now the NBK has allowed
the tenge to devalue. This sequence suggests deteriorating bank asset quality was the main
reason for the NBK’s continued support of the tenge.

We note that Kazakhstani policymakers have seemingly carried out a model devalua-
tion. Prior to the devaluation officials took care of the banking sector by nationalizing the
weakest players and extending major support to others, which has largely minimized the risk
of larger destabilization of the sector as a whole. Most importantly, the devaluation came in
one large step, which allowed policymakers to minimize FX reserve losses. The latter distin-
guishes the Kazakhstani action Russia’s gradual devaluation, which has lost over $200bn of
FX reserves since August 2008 to major capital flight and the de-dollarization of the economy.

The new KZT150/$ level brings the tenge closer to other commodity-exposed curren-
cies, thus making the new support level easier to maintain. As a result, we expect the ex-
change rate to stabilize around the support level for the near term. The Kazakhstani authori-
ties also have much greater power to keep the local financial system under control, as local
financial markets are much shallower than in other countries such as Russia, which limits the
potential for speculative attacks against the tenge. Moreover, following the recent takeover or
expanded control of the four largest banks in the country, the government has extensive ad-
ministrative powers to keep the FX market under control.

We note that there are strong economic reasons for the substantial correction of the
exchange rate. The Kazakhstani economy seems to have entered a recession in late 2008.
In 2009 we expect the country’s economy to contract by 1.3%, which, in our view, calls for
looser monetary policy. Additionally, at the previous exchange rate the country is likely to face
a significant current account deficit of about 7.7% of GDP in 2009F, down from a surplus of
over 6% in 2008, mostly due the oil price collapse. Under these circumstances a meaningful
devaluation of the tenge might help boost GDP expansion, as it could improve the trade bal-
ance, and may help stabilize the balance of payments.

The market may discount further devaluation, as it cannot be ruled out

Despite the sharp drop, the tenge still has room to catch up with other commodity-
exposed peers. Even following the 18% correction the tenge has still outperformed its com-
modity-exposed peers by 15%-20%, especially the ruble, which might spur a further correc-
tion, possibly later this year. Although we believe the NBK will do its best to defend the tenge
at KZT150/$, we see several risks that could force it to change its stance.

We see problems in the local banking system and a further fall in oil prices as the ma-
jor risks to tenge stability at KZT150/$. Following the state’s nationalization and increased
control over the nation’s largest banks, continued deterioration of bank asset quality could
trigger another round of capital flight and bank runs, similar to the one in late 2007. The latter
could result in fresh liquidity infusions into local money markets, which could intensify pres-
sure on NBK reserves and the tenge. Additionally, a further decline in oil prices could further
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undermine country’s trade balance and current account, resulting in devaluation pressures on
the tenge.

We believe that even with the exchange rate stable at the new level, the equity market
will likely continue to price in further tenge devaluation, as another decline cannot be
completely ruled out yet. Moreover, even with the stabilization of the exchange rate, the cor-
porate sector has yet to account for the full effect of the 20% tenge decline.

Tenge correction boosts exporters, but full effect has yet to be priced in

The tenge devaluation should be positive for all export-oriented industries, such as oil
and gas and metals and mining. Following the news of devaluation, major commodities
stocks have already rallied by some 5%-15%. However, given the risk of a deeper devalua-
tion, we expect the potential for further rally is not over yet.

The metals and mining sector is set to benefit the most from devaluation, as nearly all
of Kazakhstani miners’ costs are incurred in tenge, while the export duties, which were in-
troduced from January 1, 2009, are to be cut significantly. Thus, tenge devaluation should
support falling profits due to the collapse in commodities prices. KazakhGold is also set to
benefit, although we expect the stock to be driven mainly by news about the potential merger
with Polyus Gold, rather than the devaluation.

In the oil and gas sector, the devaluation may breathe in new life into KazMunaiGaz
E&P’s valuation, acting as a short-term trigger for the company. With more than 85% of
the company’s revenues denominated in dollars and the rest closely tied to the dollar price of
crude, we expect noticeable improvements in the company’s financial position. We estimate
that up to 50% of the company’s expenses are denominated in tenge (primarily transportation,
personnel expenses and local repair and maintenance work) and hence should be directly af-
fected by the devaluation. The other 50% of expenses are made up of income taxes, which
are tied to oil prices and hence hardly affected by devaluation; imports, which should rise in
price; and works performed by international sub-contractors, which are also largely tied to the
dollar. Combined, the three to some extent lessen the positive effect of tenge devaluation for
the company. We calculate KMG E&P’s net income would improve 15% at KZT150/$ and
19% at KZT170/$. We see costs contracting 10% and 13% respectively, in dollar terms. We
do not include one-off items such as FX gains in our net income calculation; however, our as-
sessment of the potential effect shows gains of $600mn at KZT150/$ and almost $900mn at
KZT170/$, assuming the currency structure and amounts of deposits remain constant
throughout the year.

DEVALUATION HELPS EXPORTERS, BUT UNDERMINES THE VALUE OF LOCAL DEMAND

2009F EBITDA $ mn Implied change to 2009F
EBITDA
KZT130/$ KZT150/$ KZT170/$ KZT150/$ KZT170/$
KazMunaiGaz E&P 872 997 1,042 14% 19%
Kazakmys 399 607 766 52% 92%
KazakhGold 186 215 236 15% 27%
ENRC 1,000 1,347 1,612 35% 61%
Steppe Cement 109 67 47 -39% -57%
Kazakhtelecom 412 284 186 -31% -55%

Source: UniCredit Research estimates
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FXINTEREST PAYMENTS FAIL TO OFFSET BENEFITS TO EXPORTERS, BUT WORSEN OUTLOOK
FOR DOMESTIC ECONOMY STOCKS

2009F net income $ mn Implied change to 2009F net
income

KZT130/$ KZT150/$ KZT170/$ KZT150/$ KZT170/$

KazMunaiGaz E&P 530 612 631 15% 19%
Kazakmys 154 519 799 237% 419%
KazakhGold 88 130 161 47% 83%
ENRC 500 913 1,229 83% 146%
Steppe Cement 79 42 24 -47% -70%
Kazakhtelecom 222 126 53 -43% -76%

Source: UniCredit Research estimates

Devaluation should have a negative effect on Kazakhstani banks, which will likely be
its main victims. The major problem is the likely continued deterioration of asset quality.
Banks’ customers with loans in hard currencies (close to 25% of total loans outstanding) will
likely find it increasingly difficult to service their debts. The construction industry, one of the
largest borrowers in the country and one of the main victims of devaluation, should add a
great deal to banks’ delinquent loans. On the other hand, most of the banks manage their as-
set/liability currency exposure relatively well, matching both sides of the balance sheet, which
lessens the direct negative impact of devaluation.

Worsening loan quality should lead to further jumps in provisioning, and likely to the
capital deterioration of Kazakhstani banks. The Kazakhstani government has already ef-
fectively nationalized Bank TuranAlem and Alliance Bank, two banks of the country’s top four
banks (although both banks and the regulator claim that they were not technically nationaliza-
tions). Moreover, the government intends to recapitalize the two other top-four banks: KKB
and Halyk Bank. Smaller banks might simply disappear if the government decides not to bail
them out. In any case, we believe the implications of the developments for minority share-
holders are negative.

The falling value of the tenge undermines the value of sectors exposed to domestic
consumer demand, such as telecoms and construction materials. We expect Kazak-
htelecom and Steppe Cement to be among the company’s adversely affected.

Tenge devaluation might also marginally affect Vimpelcom, which has considerable
exposure to the local market. Our current valuation of the company is based on KZT130.5/$
2009 aop, whereas we now expect the year-average rate to be as much as 15% lower. How-
ever, we see the potential downside risk to our target price as negligible given Kazakhstani
revenues contributed only 7% to Vimpelcom’s consolidated total in 3Q08. Thus, at KZT150/$
the downside risk to our current projections for Vimpelcom in 2009 is 1% at the top line level,
and less than half of a percent at the net income. If the tenge devalues to KZT170/$, the
downside risk to revenue is 2% and below 1% for net income.
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Disclaimer

Our recommendations are based on information obtained from, or are based upon public information sources that we consider to be reliable but for the completeness and accu-
racy of which we assume no liability. All estimates and opinions included in the report represent the independent judgment of the analysts as of the date of the issue. We reserve
the right to modify the views expressed herein at any time without notice. Moreover, we reserve the right not to update this information or to discontinue it altogether without no-
tice.

This analysis is for information purposes only and (i) does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for any
financial, money market or investment instrument or any security, (i) is neither intended as such an offer for sale or subscription of or solicitation of an offer to buy or subscribe
for any financial, money market or investment instrument or any security nor (i) as an advertisement thereof. The investment possibilities discussed in this report may not be
suitable for certain investors depending on their specific investment objectives and time horizon or in the context of their overall financial situation. The investments discussed
may fluctuate in price or value. Investors may get back less than they invested. Changes in rates of exchange may have an adverse effect on the value of investments. Further-
more, past performance is not necessarily indicative of future results. In particular, the risks associated with an investment in the financial, money market or investment instru-
ment or security under discussion are not explained in their entirety.

This information is given without any warranty on an "as is" basis and should not be regarded as a substitute for obtaining individual advice. Investors must make their own de-
termination of the appropriateness of an investment in any instruments referred to herein based on the merits and risks involved, their own investment strategy and their legal,
fiscal and financial position. As this document does not qualify as an investment recommendation or as a direct investment recommendation, neither this document nor any part
of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever. Investors are urged to contact their
bank's investment advisor for individual explanations and advice.

Neither Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch, UniCredit CAIB Securities UK Ltd. and UniCredit Se-
curities, nor any of their respective directors, officers or employees nor any other person accepts any liability whatsoever (in negligence or otherwise) for any loss howsoever aris-
ing from any use of this document or its contents or otherwise arising in connection therewith.

This analysis is being distributed by electronic and ordinary mail to professional investors, who are expected to make their own investment decisions without undue reliance on
this publication, and may not be redistributed, reproduced or published in whole or in part for any purpose.

Responsibility for the content of this publication lies with:

a) Bayerische Hypo- und Vereinsbank AG, Am Tucherpark 16, 80538 Munich, Germany, (also responsible for the distribution pursuant to §34b WpHG). The company belongs to
UniCredit Group.

Regulatory authority: “BaFin“ — Bundesanstalt fir Finanzdienstleistungsaufsicht, Lurgiallee 12, 60439 Frankfurt, Germany.

b) Bayerische Hypo- und Vereinsbank AG Milan Branch, Via Tommaso Grossi, 10, 20121 Milan, Italy, duly authorized by the Bank of Italy to provide investment services.
Regulatory authority: “Bank of Italy”, Via Nazionale 91, 00184 Roma, Italy and Bundesanstalt fiir Finanzdienstleistungsaufsicht, Lurgiallee 12, 60439 Frankfurt, Germany.
The UniCredit CAIB Group, consisting of

c) UniCredit CAIB AG, Julius Tandler-Platz 3, 1090 Vienna, Austria

Regulatory authority: Finanzmarktaufsichtsbehérde (FMA), Praterstrasse 23, 1020 Vienna, Austria

d) UniCredit CAIB Securities UK Ltd., Moor House, 120 London Wall, London EC2Y 5ET, United Kingdom

Regulatory authority: Financial Services Authority (FSA), 25 The North Colonnade, Canary Wharf, London E14 5HS, United Kingdom

e) UniCredit Securities, Boulevard Ring Office Building, 17/1 Chistoprudni Boulevard, Moscow 101000, Russia

Regulatory authority: Federal Service on Financial Markets, 9 Leninsky prospekt, Moscow 119991, Russia

f) UniCredit Menkul Degerler A.S., Blyiikdere Cad. No. 195, Buylkdere Plaza Kat. 5, 34394 Levent, Istanbul, Turkey

Regulatory authority: Sermaye Piyasasi Kurulu — Capital Markets Board of Turkey, Eskisehir Yolu 8.Km No:156, 06530 Ankara, Turkey

POTENTIAL CONFLICTS OF INTERESTS

A&D Pharma Holdings N.V. 4; AmRest 3, 4; Asseco Poland 4; Asseco Slovakia 2, 3; Bank Handlowy 3; Bank of Georgia 2; Bulgarian American Credit Bank 4; CA Immo Interna-
tional 3; Central Cooperative Bank 1a; CEZ 3, 4; Cinema City International 3; Cyfrowy Polsat SA 2, 3; Dom Development 3; ECM 3; Emperia Holding 3; Empik 3; Erste Bank 3;
Eurocash 3; Getin Holding 4; GTC 3; Immoeast 3; ING Bank Slaski SA 2, 3; KGHM SA 3; Komercni Banka 3; LC Corp. 3; Lotos 3; Multimedia 3; New World Resources N.V. 2, 3;
Noble Bank SA 3; OMV 3; Orco Property Group 3; OTP 2; PBG S.A. 2; Pegas Nonwovens S.A. 3; Philip Morris CR 3; PKN 3; PKO BP 3; Polskie Gérnictwo Naftowe 3; Raiffeisen
International 3; Ronson Europe N.V. 3; Sava Re 2, 4; Strabag SE 2, 3; Telefonica O2 CR 3; Telekomunikacja Polska SA 3; Tofas Fabrika 4; Trakcja Polska 2; TVN 3; Unipetrol 3;
Vienna Insurance Group 3; Vimetco 1a; Warimpex 3; Wienerberger 3; Zakladny Azotowe Pulawy 3; Zaklady Metali Lekkich Kety SA 1a; Zentiva 3
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3; BMW 2, 3, 4; Carrefour 3; Crédit Suisse 2; Daimler 2, 3, 4; DEPFA BANK plc 2, 3; Deutsche Bank 1a, 3; Deutsche Telekom 2, 3; DIC Asset 3; E.ON 2, 3; EADS 3; ENEL 3,
6a, 7; EPCOS 4; Escada 2; FJA 4; France Telecom 3; Fresenius Pref. 2; Fresenius SE 2; Grammer 3; Graphit Kropfmiihl 3, 4; HeidelbergCement 1a; hotel.de 1a, 3; Hypo Real
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POPOLARE DI MILANO 3; Banco Popolare 3; Bialetti 5, 7; BREMBO 7; BULGARI 3; CAD IT 3, 5; Cairo Communication 1a; Damiani 3, 5; De' Longhi 7; Digital Multimedia Tech-
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3; CWT 3; DO & CO 3; Erste Bank 3; EVN 3; Immoeast 3; Mayr-Melnhof 3; OMV 3; Osterreichische Post 3; Palfinger 3; Polytec Holding 3; Raiffeisen International 3; RHI 3; SBO
2, 3; Semperit 3; Strabag SE 2, 3; Telekom Austria 3; Verbund 3, 4; Vienna Insurance Group 3; Vienna Int. Airport 3; voestalpine 3; Warimpex 3; Wienerberger 3; Wolford 3;
Zumtobel 3
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Key 1a: Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch, UniCredit CAIB Securities UK Ltd., UniCredit Securi-
ties and/or a company affiliated with it (pursuant to relevant domestic law) owns at least 2 % of the capital stock of the company.

Key 1b: The analyzed company owns at least 2% of the capital stock of Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Mi-
lan Branch, UniCredit CAIB Securities UK Ltd., UniCredit Securities and/or a company affiliated with it (pursuant to relevant domestic law).

Key 2: Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch and UniCredit CAIB Securities UK Ltd., UniCredit Se-
curities and/or a company affiliated with it (pursuant to relevant domestic law) belonged to a syndicate that has acquired securities or any related derivatives of the analyzed
company within the twelve months preceding publication, in connection with any publicly disclosed offer of securities of the analyzed company, or in any related derivatives.
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Key 3: Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch and UniCredit CAIB Securities UK Ltd., UniCredit Se-
curities and/or a company affiliated (pursuant to relevant domestic law) administers the securities issued by the analyzed company on the stock exchange or on the market by
quoting bid and ask prices (i.e. acts as a market maker or liquidity provider in the securities of the analyzed company or in any related derivatives)

Key 4: The analyzed company and Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch and UniCredit CAIB Secu-
rities UK Ltd., UniCredit Securities and/or a company affiliated (pursuant to relevant domestic law) concluded an agreement on services in connection with investment banking
transactions in the last 12 months, in return for which the Bank received a consideration or promise of consideration.

Key 5: The analyzed company and Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch and UniCredit CAIB Secu-
rities UK Ltd., UniCredit Securities and/or a company affiliated (pursuant to relevant domestic law) have concluded an agreement on the preparation of analyses.

Key 6a: Employees of Bayerische Hypo- und Vereinsbank AG Milan Branch and/or members of the Board of Directors of UniCredit (pursuant to relevant domestic law) are mem-
bers of the Board of Directors of the Issuer. Members of the Board of Directors of the Issuer hold office in the Board of Directors of UniCredit (pursuant to relevant domestic law).

Key 6b: The analyst is on the supervisory/management board of the company they cover.

Key 7: Bayerische Hypo- und Vereinsbank AG Milan Branch and/or other Italian banks belonging to the UniCredit Group (pursuant to relevant domestic law) extended significant
amounts of credit facilities to the Issuer.

RECOMMENDATIONS, RATINGS AND EVALUATION METHODOLOGY
Overview of our ratings

You will find the history of rating regarding recommendation changes as well as an overview of the breakdown in absolute and relative terms of our investment ratings on our
websites hvbmarkets.de and http://www.mib-unicredit.com/research-disclaimer under the heading “Disclaimer.”

The history of recommendations is not provided for HVB Milan and UniCredit CAIB AG.

Note on what the evaluation of equities is based:

We currently use a three-tier recommendation system for the stocks in our formal coverage: Buy, Hold, or Sell (see definitions below):
A Buy is applied when the expected total return over the next twelve months is higher than the stock's cost of equity.

A Hold is applied when the expected total return over the next twelve months is lower than its cost of equity but higher than zero.

A Sell is applied when the stock's expected total return over the next twelve months is negative.

We employ three further categorizations for stocks in our coverage:

Restricted: A rating and/or financial forecasts and/or target price is not disclosed owing to compliance or other regulatory considerations such as blackout period or conflict of in-
terest.

Coverage in transition: Due to changes in the research team, the disclosure of a stock's rating and/or target price and/or financial information are temporarily suspended. The
stock remains in the research universe and disclosures of relevant information will be resumed in due course.

Not rated: Suspension of coverage.

Until December 4, 2006, the investment ratings used by Bayerische Hypo- und Vereinsbank AG were in principle judgments relative to an index as a benchmark. The ratings
used by Bayerische Hypo- und Vereinsbank AG until that date were as follows: Buy, Outperform, Neutral, Underperform and Sell. Outperform/Underperform ratings meant that
we expected a stock to outperform or underperform the benchmark by more than 5%. Similarly, a Buy or Sell rating was based on the assumption of outperformance or underper-
formance of more than 10%, including an absolute component (i.e. projected absolute gains or losses). The benchmark for the stocks covered in publications earlier to the date
hereof was the Euro STOXX 50.

Until April 1, 2007, the investment ratings used HVB Milan Branch (formerly UniCredit Banca Mobiliare S.p.A.) were judgments based on the expected total return (price perform-
ance plus dividend) relative to the total return of the stock's local market over the next 12 months. The ratings used by HVB Milan Branch (formerly UniCredit Banca Mobiliare
S.p.A.) until that date were as follows: Buy — expected to outperform the market by 10 or more percentage points; Accumulate: expected to outperform the market by 5-10 percentage
points; Hold: expected to perform in line with the market, plus or minus five percentage points; Reduce: expected to underperform the market by 5-10 percentage points; Sell: ex-
pected to underperform the market by 10 or more percentage points.

Until August 27, 2007, the investment ratings used by UniCredit Securities were as follows: Buy — appreciation potential of more than 15% over the next 12 months, Hold — apprecia-
tion potential of 0%-15% over the next 12 months, Sell — appreciation potential of less than 0% over the next 12 months.

UniCredit CAIB AG and UniCredit CAIB Securities UK Ltd. have been using the current three-tier recommendation system for the past twelve months.

Company valuations are based on the following valuation methods: Multiple-based models (P/E, P/cash flow, EV/sales, EV/EBIT, EV/EBITA, EV/EBITDA), peer-group compari-
sons, historical valuation approaches, discount models (DCF, DVMA, DDM), break-up value approaches or asset-based evaluation methods. Furthermore, recommendations are
also based on the Economic profit approach. Valuation models are dependent on macroeconomic factors, such as interest rates, exchange rates, raw materials, and on assump-
tions about the economy. Furthermore, market sentiment affects the valuation of companies. The valuation is also based on expectations that might change rapidly and without
notice, depending on developments specific to individual industries. Our recommendations and target prices derived from the models might therefore change accordingly. The
investment ratings generally relate to a 12-month horizon. They are, however, also subject to market conditions and can only represent a snapshot. The ratings may in fact be
achieved more quickly or slowly than expected, or need to be revised upward or downward.

Note on the bases of evaluation for interest-bearing securities:
Our investment ratings are in principle judgments relative to an index as a benchmark.
Issuer level:

Marketweight: We recommend having the same portfolio exposure in the name as the respective reference index (the iBoxx index universe for high-grade names and the ML
EUR HY index for sub-investment grade names).

Overweight: We recommend having a higher portfolio exposure in the name as the respective reference index (the iBoxx index universe for high-grade names and the ML EUR
HY index for sub-investment grade names).

Underweight: We recommend having a lower portfolio exposure in the name as the respective reference index (the iBoxx index universe for high-grade names and the ML EUR
HY index for sub-investment grade names).

Instrument level:

Core hold: We recommend holding the respective instrument for investors who already have exposure.
Sell: We recommend selling the respective instrument for investors who already have exposure.

Buy: We recommend buying the respective instrument for investors who already have exposure.

Trading recommendations for fixed-interest securities mostly focus on the credit spread (yield difference between the fixed-interest security and the relevant government bond or
swap rate) and on the rating views and methodologies of recognized agencies (S&P, Moody’s, Fitch). Depending on the type of investor, investment ratings may refer to a short
period or to a 6 to 9-month horizon. Please note that the provision of securities services may be subject to restrictions in certain jurisdictions. You are required to acquaint your-
self with local laws and restrictions on the usage and the availability of any services described herein. The information is not intended for distribution to or use by any person or
entity in any jurisdiction where such distribution would be contrary to the applicable law or provisions.
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The prices used in the analysis are the closing prices of the appropriate local trading system or the closing prices on the relevant local stock exchanges. In the case of unlisted
stocks, the average market prices based on various major broker sources (OTC market) are used.

The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any
other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is provided on an “as is”
basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the informa-
tion hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. With-
out limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for
any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates.

The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of Morgan Stanley Capital International Inc. and Standard & Poor’s. GICS is a
service mark of MSCI and S&P and has been licensed for use by UniCredit CAIB Group

Coverage Policy

A list of the companies covered by Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, UniCredit CAIB Securities UK Ltd., Bayerische Hypo- und Vereinsbank AG Milan
Branch and UniCredit Securities is available upon request.

Frequency of reports and updates

It is intended that each of these companies be covered at least once a year, in the event of key operations and/or changes in the recommendation. Companies for which Bayerische Hypo- und
Vereinsbank AG Milan Branch acts as Sponsor or Specialist must be covered in accordance with the regulations of the competent market authority.

SIGNIFICANT FINANCIAL INTEREST:

Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch, UniCredit CAIB Securities UK Ltd., UniCredit Securities
and/or a company affiliated (pursuant to relevant national German, Italian, Austrian, UK and Russian law) with them regularly trade shares of the analyzed company. Bayerische
Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch, UniCredit CAIB Securities UK Ltd. and UniCredit Securities may hold sig-
nificant open derivative positions on the stocks of the company which are not delta-neutral.

Analyses may refer to one or several companies and to the securities issued by them. In some cases, the analyzed issuers have actively supplied information for this analysis.
ANALYST DECLARATION

The author’s remuneration has not been, and will not be, geared to the recommendations or views expressed in this study, neither directly nor indirectly.

ORGANIZATIONAL AND ADMINISTRATIVE ARRANGEMENTS TO AVOID AND PREVENT CONFLICTS OF INTEREST

To prevent or remedy conflicts of interest, Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, UniCredit CAIB Securities UK Ltd., Bayerische Hypo- und Vereinsbank
AG Milan Branch and UniCredit Securities have established the organizational arrangements required from a legal and supervisory aspect, adherence to which is monitored by
its compliance department. Conflicts of interest arising are managed by legal and physical and non-physical barriers (collectively referred to as “Chinese Walls”) designed to re-
strict the flow of information between one area/department of Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, UniCredit CAIB Securities UK Ltd., Bayerische Hypo-
und Vereinsbank AG Milan Branch and UniCredit Securities and another. In particular, Investment Banking units, including corporate finance, capital market activities, financial
advisory and other capital raising activities, are segregated by physical and non-physical boundaries from Markets Units, as well as the research department. In the case of equi-
ties execution by Bayerische Hypo- und Vereinsbank AG Milan Branch, other than as a matter of client facilitation or delta hedging of OTC and listed derivative positions, there is
no proprietary trading. Disclosure of publicly available conflicts of interest and other material interests is made in the research. Analysts are supervised and managed on a day-to-
day basis by line managers who do not have responsibility for Investment Banking activities, including corporate finance activities, or other activities other than the sale of securi-
ties to clients.

ADDITIONAL REQUIRED DISCLOSURES UNDER THE LAWS AND REGULATIONS OF JURISDICTIONS INDICATED
Notice to Austrian investors

This document does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for any securities and neither this document
nor any part of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever.

This document is confidential and is being supplied to you solely for your information and may not be reproduced, redistributed or passed on to any other person or published, in
whole or part, for any purpose.

Notice to Czech investors

This report is intended for clients of Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, UniCredit CAIB Securities UK Ltd. or Bayerische Hypo- und Vereinsbank AG Mi-
lan Branch in the Czech Republic and may not be used or relied upon by any other person for any purpose.

Notice to Italian investors

This document is not for distribution to retail clients as defined in article 26, paragraph 1(e) of Regulation n. 16190 approved by CONSOB on October 29, 2007.

In the case of a short note, we invite the investors to read the related company report that can be found on UniCredit Global Research website www.globalresearch.unicreditmib.eu.
Notice to Russian investors

As far as we are aware, not all of the financial instruments referred to in this analysis have been registered under the federal law of the Russian Federation “On the Securities
Market” dated April 22, 1996, as amended, and are not being offered, sold, delivered or advertised in the Russian Federation.

Notice to Turkish investors

Investment information, comments and recommendations stated herein are not within the scope of investment advisory activities. Investment advisory services are provided in
accordance with a contract of engagement on investment advisory services concluded with brokerage houses, portfolio management companies, non-deposit banks and the cli-
ents. Comments and recommendations stated herein rely on the individual opinions of the ones providing these comments and recommendations. These opinions may not suit
your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely on the information stated here may not result in consequences
that meet your expectations.

Notice to Investors in Japan

This document does not constitute or form part of any offer for sale or subscription for or solicitation of any offer to buy or subscribe for any securities and neither this document
nor any part of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever.

Notice to UK investors

This communication is directed only at clients of Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, UniCredit CAIB Securities UK Ltd. or Bayerische Hypo- und Ver-
einsbank AG Milan Branch who (i) have professional experience in matters relating to investments or (ii) are persons falling within Article 49(2)(a) to (d) (“high net worth compa-
nies, unincorporated associations, etc.”) of the United Kingdom Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 or (iii) to whom it may otherwise law-
fully be communicated (all such persons together being referred to as “relevant persons”). This communication must not be acted on or relied on by persons who are not relevant
persons. Any investment or investment activity to which this communication relates is available only to relevant persons and will be engaged in only with relevant persons.

Notice to U.S. investors

This report is being furnished to U.S. recipients in reliance on Rule 15a-6 ("Rule 15a-6") under the U.S. Securities Exchange Act of 1934, as amended. Each U.S. recipient of this
report represents and agrees, by virtue of its acceptance thereof, that it is such a "major U.S. institutional investor" (as such term is defined in Rule 15a-6) and that it understands
the risks involved in executing transactions in such securities. Any U.S. recipient of this report that wishes to discuss or receive additional information regarding any security or
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issuer mentioned herein, or engage in any transaction to purchase or sell or solicit or offer the purchase or sale of such securities, should contact a registered representative of
UniCredit Capital Markets, Inc. (“UCI Capital Markets”).

Any transaction by U.S. persons (other than a registered U.S. broker-dealer or bank acting in a broker-dealer capacity) must be effected with or through UCI Capital Markets.

The securities referred to in this report may not be registered under the U.S. Securities Act of 1933, as amended, and the issuer of such securities may not be subject to U.S. re-
porting and/or other requirements. Available information regarding the issuers of such securities may be limited, and such issuers may not be subject to the same auditing and
reporting standards as U.S. issuers.

The information contained in this report is intended solely for certain "major U.S. institutional investors" and may not be used or relied upon by any other person for any purpose.
Such information is provided for informational purposes only and does not constitute a solicitation to buy or an offer to sell any securities under the Securities Act of 1933, as
amended, or under any other U.S. federal or state securities laws, rules or regulations. The investment opportunities discussed in this report may be unsuitable for certain inves-
tors depending on their specific investment objectives, risk tolerance and financial position. In jurisdictions where UCI Capital Markets is not registered or licensed to trade in se-
curities, commodities or other financial products, transactions may be executed only in accordance with applicable law and legislation, which may vary from jurisdiction to jurisdic-
tion and which may require that a transaction be made in accordance with applicable exemptions from registration or licensing requirements.

The information in this publication is based on carefully selected sources believed to be reliable, but UCI Capital Markets does not make any representation with respect to its
completeness or accuracy. All opinions expressed herein reflect the author’s judgment at the original time of publication, without regard to the date on which you may receive
such information, and are subject to change without notice.

UCI Capital Markets may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. These publications
reflect the different assumptions, views and analytical methods of the analysts who prepared them. Past performance should not be taken as an indication or guarantee of future
performance, and no representation or warranty, express or implied, is provided in relation to future performance.

UCI Capital Markets and any company affiliated with it may, with respect to any securities discussed herein: (a) take a long or short position and buy or sell such securities; (b)
act as investment and/or commercial bankers for issuers of such securities; (c) act as market makers for such securities; (d) serve on the board of any issuer of such securities;
and (e) act as paid consultant or advisor to any issuer.

The information contained herein may include forward-looking statements within the meaning of U.S. federal securities laws that are subject to risks and uncertainties. Factors
that could cause a company’s actual results and financial condition to differ from expectations include, without limitation: political uncertainty, changes in general economic condi-
tions that adversely affect the level of demand for the company’s products or services, changes in foreign exchange markets, changes in international and domestic financial
markets and in the competitive environment, and other factors relating to the foregoing. All forward-looking statements contained in this report are qualified in their entirety by this
cautionary statement

This document may not be distributed in Canada or Australia.
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