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Potential Rosneft / Surgutneftegaz merger 

Take profits in Surgutneftegaz, Rosneft poised to 
benefit under most scenarios  
■ The recent outperformance of Surgutneftegaz’ common shares in-

dicates the market appears to be pricing in a potentially value-
accretive deal, after merger speculation resumed following Surgut-
neftegaz CEO Vladimir Bogdanov’s nomination to Rosneft’s board. We 
see the core investment case of a cash-rich, debt-free SNGS as insuffi-
cient for investors to pay 11.3X 2009F P/E, which represents an 18% 
premium to Rosneft and a premium of almost 50% to the peer average 
of 7.5X. 

■ In our view, investors who believe in the merger should play it 
through Rosneft, which stands to gain under most likely scenar-
ios. We believe the market is overly enthusiastic about a potential deal 
and see Surgutneftegaz’ minorities at a disadvantage: either the merger 
is off, annulling the grounds for the recent rally, or it would take place at 
a depressed valuation for Surgutneftegaz relative to its current share 
price. 

■ We believe the state would be reluctant to accept a share in the 
combined company of less than 50.1% (excluding treasury shares), 
which limits the number of likely merger scenarios. We believe the two 
most likely ways of achieving this are using Surgutneftegaz’ six-month 
trailing market capitalization valuation (20% below the current price), or 
applying unfavorable swap terms to reduce Surgutneftegaz’ valuation 
by up to 25% to ensure the state receives its target stake in a share 
swap.  

■ A further reason to take profits in Surgutneftegaz is the approach-
ing dividend ex-date. All the scenarios we see as likely involve a dis-
count to Surgutneftegaz’ current valuation of 20%-25%. We expect the 
market to begin factoring in the risks after the dividend ex-date in mid-
March; if no merger occurs, Surgutneftegaz would be much less attrac-
tive at current multiples, with strong cash reserves but few projects and 
acquisition targets, low transparency and an inflated P/E valuation. 

■ On a short-term basis, we suggest playing the merger story by go-
ing overweight in Rosneft and underweight in Surgutneftegaz after 
the dividend ex-date. If the merger does not go ahead and dividends 
are lower than expected, we could see downside of 20%-25% for Sur-
gutneftegaz. On a 12-month horizon, our target prices for Rosneft and 
Surgutneftegaz are $4.01 and $0.98 with Hold and Buy recommenda-
tions respectively. 

 

 SNGS ROSN
Recommendation BUY HOLD
Price on 10 March 2009 $0.73 $4.33
Target price $0.98 $4.01
Upside to TP 34.6% -7.4%
Cost of equity 19.3% 16.4%
High/Low (12M) $1.3/$0.33 $12/$2.4
 
INVESTMENT HIGHLIGHTS 
Surgutneftegaz is debt-free with $20bn in cash  
Rosneft has a heavy debt burden of over $21bn  
Weaker economy and lower budget revenues may 
spur the government to tighten its grip on oil 

 
STOCK TRIGGERS 
Details on potential merger of SNGS/ROSN 
SNGS dividend announcement 

 
STOCK DATA Common Common
Bloomberg SNGS RX ROSN LI
Average daily volume ($mn) 76.74 137.51
Free float (%) 20% 12%
Market capitalization ($mn) 26,012 45,890
No. of shares (mn); (fully-dil.) 35,725.99 10,598.18
Net debt ($mn) -18,550 19,604
Minorities ($mn) 0 277
EV ($mn) 9,439 65,771
Local shares per ADS 10.00 1.00
  
UPCOMING EVENTS 
2008 SNGS RAS financials Spring 2009
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RELATIVE PERFORMANCE (% CHG.) 
 1M 3M 6M
SNGS RX 23.3% 19.3% 33.6%
Relative to RTS 20.5% 26.0% 173.1%
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  Take profits in Surgutneftegaz, Rosneft poised to benefit 
under most scenarios 

  The recent outperformance of Surgutneftegaz’ common shares indicates the market
appears to be pricing in a potentially value-accretive deal, after merger speculation re-
sumed following Surgutneftegaz CEO Vladimir Bogdanov’s nomination to Rosneft’s board.
SNGS has outperformed Lukoil and Rosneft by almost 70% over the past six months. We see
the core investment case of a cash-rich, debt-free SNGS as insufficient for investors to pay 
11.3X 2009F P/E, which represents an 18% premium to Rosneft and a premium of almost 
50% to the peer average of 7.5X. The market appears to see Surgutneftegaz’ minorities
benefiting from the potential deal, but our scenario analysis indicates otherwise. 

SURGUTNEFTEGAZ OUTPERFORMED ITS PEERS OVER THE PAST SIX MONTHS 
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  In our view, the likelihood of a merger is now higher than ever, even with the $15bn 
loan from China pre-negotiated. We would expect Rosneft to draw on the Chinese loan 
over several years to cover medium-term refinancing, with SNGS’ free cash potentially as 
support for Rosneft’s aggressive expansion policy: valuations of many assets are currently 
distressed, creating acquisition opportunities. Economies of scale following a potential merger 
could create a global oil leader with valuable synergies and more accessible financing; we 
note, however, that deteriorating economic conditions could induce the state to tighten its grip 
on the oil and gas sector. 

In our view, investors who believe in the merger should play it through Rosneft, which
stands to gain under most likely scenarios. We suggest investors consider taking profit 
from the six-month rally in SNGS’ stock once the dividend catalyst passes, as we believe the 
merger potential and its effect on minorities would then become the stock’s key drivers. We
doubt that the state would accept a disadvantageous deal, implying that Surgutneftegaz’
shareholders are likely to see their assets’ valuations depressed. 

We assume the state would not accept less than 50.1% in the combined company (ex-
cluding treasury stock). We analyzed a number of acquisition scenarios using different 
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valuation assumptions and methods to determine the stakes shareholders are likely to receive 
after the merger. We assume the state taking over 50%, but believe the 9.44% treasury stock
held by Rosneft should not be treated as state controlled, as it is partly pledged and largely 
held for future financing purposes. Our calculation, based on the companies’ current market 
position, shows that a ratio of 2.012/1 (Rosneft to Surgutneftegaz) would be needed for the 
state to preserve its minimal acceptable stake in the combined company. 

SCENARIO ANALYSIS – 50.1% IS THE STATE’S MINIMUM OWNERSHIP THRESHOLD 
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  We see Surgutneftegaz’ value falling if a merger occurs, based on market valuations and 
the adjustments needed to keep the state’s stake above 50%. Should the current market cap 
or other straightforward methods be used, we see difficulties for the government to secure the
required stake:  

■ If current market valuations were used, the state would take just 45.3% in the combined
company (i.e. less than control); 

■ Our projected valuation using a target EV/EBITDA of 6X for Rosneft and 4X for Surgut-
neftegaz (based on our mid-cycle multiple projection for the companies) points to a state 
share of only 47%, which we believe is also unacceptable to the state. Achieving a 51% 
stake would require the state to discount Surgutneftegaz by at least 50% to Rosneft on
EV/EBITDA terms in the valuation process.  

■ Our DCF derived valuations point to a stake of just 39% that the state can secure in the
new company, far below the minimal threshold. 

■ Surgutneftegaz could acquire 9.44% of Rosneft’s treasury stock (partially pledged) as well
as up to 25% of the state’s share, crossing the 50.1% threshold at a potential cost of 
$3.5bn-$13bn, which could be used as indirect financing through Rosneft’s controlling
company Rosneftegaz. We see this possibility as remote, as Rosneft would not receive
control over Surgutneftegaz (i.e. no incentive for diluting the state’s interest), although in-
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clusion of treasury stock may increase the likelihood of this scenario somewhat. 

At the same time we see the following scenarios as more likely: 

■ If the deal goes through at Rosneft’s current market capitalization, Surgutneftegaz’ contri-
bution would likely be depressed by a lower swap ratio or a buyout of current shareholders 
at a discount (we see a 25% downside risk from the current level);  

■ If the merger were based on a six-month trailing valuation, we see downside of 20% from
the current price;  

■ Buying the 75% stake in the company that is owned by management would likely trigger a 
buyout of minorities at a six-month average price, which would depress the price they re-
ceive; 

■ The third scenario, which we see as neutral for SNGS’ shareholders, involves using its cur-
rent valuation and inflating the value of Rosneft to the level necessary to achieve the 
state’s minimum ownership threshold. This implies 22% upside for current Rosneft share-
holders and underpins our point that the merger story is better played through Rosneft; we 
believe, however, that this scenario is unlikely, as it would require a significant inflation of 
current valuations. 

We note that the legal issues surrounding any large-scale merger may significantly 
change the picture, just as a change in market conditions closer to the date of a potential 
merger. 

Overall, we suggest taking profit in Surgutneftegaz after the ex-date for dividends. We 
believe there little chance of the state accepting a stake below 50.1%, so a merger suggests 
downside for SNGS of up to 25%. Although we see SNGS as fundamentally sound over the 
long term, its current attractiveness mainly lies in its cash pile and high dividend yields (pro-
jected at 6% for commons and 19% for prefs). Given the current volatility, we believe taking 
profit after the recent rally may be a wise choice; investor sentiment towards the cash re-
serves may change, as could the company’s ability to continue generating cash. If SNGS’ 
cash drops by 50%, our target price would fall 19%, decreasing 12-month upside potential to 
just 22%, with downside of as much as 25%, if a merger occurs on unfavorable terms. 

On a short-term basis, we suggest playing the merger story by going overweight in
Rosneft and underweight in Surgutneftegaz after the dividend ex-date. If the merger 
does not go ahead and dividends are lower than expected, we could see downside of 20%-
25% for Surgutneftegaz. On a 12-month horizon, our target prices for Rosneft and Surgut-
neftegaz are $4.01 and $0.98 with Hold and Buy recommendations respectively.  
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APPENDIX 1: SCENARIO ANALYSIS 

Scenario 1: Merger based on current market capitalization Scenario 2: Merger based on DCF-based target prices and 25% 
pref/common discount at Surgutneftegaz 

 Shares, mn Price, $ Mcap, $mn  Shares, mn Price, $ Mcap, $mn
Rosneft 10,598 4.33 45,890 Rosneft 10,598 4.01 42,498
Surgutneftegaz’ com. 35,726 0.73 26,012 Surgutneftegaz’ com. 35,726 0.98 35,011
Surgutneftegaz’ pref. 7,702 0.24 1,848 Surgutneftegaz’ pref. 7,702 0.49 3,774
Combined entity (incl):  73,750 Combined entity (incl):  81,283
   State  47%    State  39%
   SNGS management  27%    SNGS management  33%
   Free float  21%    Free float  23%
   Treasury shares  6%    Treasury shares  5%

 

Scenario 3: Merger based on target multiples and 25% pref/common dis-
count at Surgutneftegaz 

Scenario 4: Merger based on government securing at least 50.1% in the 
combined company by inflating Rosneft’s relative value 

 Normal-
ized 

EBITDA 
2007-

2009F 

Target  
multiple 

Target 
valuation, 
$mn (incl. 
net debt, 

other) 

Price, $  Shares, mn Price, $ Mcap, $mn

Rosneft 14,045 6.0 72,173 6.81 Rosneft 10,598 5.30 56,192
Surgutneftegaz’ com. 7,464 4.0 37,367 1.05 Surgutneftegaz’ com. 35,726 0.73 26,012
Surgutneftegaz’ pref.   6,042 0.78 Surgutneftegaz’ pref. 7,702 0.24 1,848
Combined entity 
(incl.): 

  115,582 Combined entity (incl.):  84,121

   State   47%    State  50%
   SNGS management   25%    SNGS management  24%
   Free float   23%    Free float  20%
   Treasury shares   6%    Treasury shares  6%

 

Scenario 5: Merger based on government securing at least 50.1% in the 
combined company by depressing Surgutneftegaz’ relative value 

Scenario 6: Merger based on Rosneft acquiring only management's 
common shares in Surgutneftegaz 

 Shares, mn Price, $ Mcap, $mn  Shares, mn Price, $ Mcap, $mn
Rosneft 10,598 4.33 45,890 Rosneft 10,598 4.33 45,890
Surgutneftegaz’ com. 35,726 0.59 21,081 Surgutneftegaz com. 35,726 0.73 26,012
Surgutneftegaz’ pref. 7,702 0.22 1,727 Surgutneftegaz pref. 7,702 0.24 1,848
Combined entity (incl):  68,697 Combined entity  65,399
Government  50% Government  53%
SNGS management  23% SNGS management  30%
Free float  21% Free float  11%
Treasury shares  6% Treasury shares  6%

 

Scenario 7: Merger based on 6m trailing market caps Alternative: Financing based on Surgutneftegaz buying out 25% of Ros-
neft stock for cash 

 Shares, mn Price, $ Mcap, $mn  Shares, mn Price, $ Mcap, $mn
Rosneft 10,598 4.15 43,982 Rosneft 10,598 4.33 45,890
Surgutneftegaz com. 35,726 0.54 19,456 Surgutneftegaz com. 35,726 0.73 26,012
Surgutneftegaz pref. 7,702 0.23 1,756 Surgutneftegaz pref. 7,702 0.24 1,848
Combined entity (incl):  65,194 Combined entity (incl):  73,751
   State  51% State  50%
SNGS’ management  23% SNGS’ management  42%
Free float  21% Free float  2%
Treasury shares  6% Treasury shares  6%

 Source: UniCredit Research estimates 
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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, (ii) 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 (iii) 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 für 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 für 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: Finanzmarktaufsichtsbehörde (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 Değerler A.Ş., Büyükdere Cad. No. 195, Büyükdere Plaza Kat. 5, 34394 Levent, Istanbul, Turkey 

Regulatory authority: Sermaye Piyasası Kurulu – Capital Markets Board of Turkey, Eskişehir Yolu 8.Km No:156, 06530 Ankara, Turkey 

POTENTIAL CONFLICTS OF INTERESTS 
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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. 
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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. 



 

 

 

12 March 2009 Equity Research

Rosneft / Surgutneftegaz

Bayerische Hypo- und Vereinsbank AG      UniCredit CAIB Group      UniCredit Securities page 8 See last pages for disclaimer.

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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